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T&E  down  50%. 
Face-to-face  up  100%. 


networkMCI  Videoconferencing 


lets  you  haue  face  time 


with  people  all  ouer  the  world  - 


at  one  time.  Document  Conferencing 


lets  you  reuieui  and  edit  documents 


simultaneously  with  others 


right  from  your  computer. 


How?  Call  1-B00-H75-3555 


■ 


or  uisit  http://ujuiui.mci.com 


Fidelity  FundsNetwdrk 


.Giving  you  a  choice  of  more 
than  2,000  mutual  funds  from  over 
200  companies  wasn't  enough. 


There's  only  one  way  you  can  purchase  funds  from 
Fidelity  and  over  200  other  well-known  companies. 
And  that's  through  the  Fidelity  FundsNetwork. 

One  toll-free  number  lets  you  choose  from  over  2,000 
mutual  funds,  including  over  400  available  with 


no  loads  and  no  transaction  fees  paid  to  Fidelity.* 


FundsNetwork  offers  all  the  information  you  need- 
from  the  FundsNetwork  Performance  Directory  to 
Morningstar  mutual  fund  reports-to  help  you  make 
an  informed  choice  about  your  investments. 

FundsNetwork  also  provides  one  consolidated 


easy-to-read  statement  featuring  cost-basis 
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reporting  that  allows  you  to  tell  at  a  glance  the 
value  of  the  shares  you  have  purchased  as  well 
as  your  actual  gains  or  losses  for  the  period. 
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This  will  simplify  your  year-end  tax  reporting. 


For  more  information  on  FundsNetwork,  call 
right  away  or  visit  a  nearby  Fidelity  Investor 


Center.  Start  investing  today. 


It's  time 


Fidelity 
Investments9 


We  had  to 
make  it  easy 
for  you. 


1-800-544-0003       24  hours  a  day  http://www.fid-inv.com 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

For  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free  prospectus. 
Please  read  prospectuses  carefully  before  you  invest  or  send  money. 

•Please  refer  to  the  FundsNetwork  Performance  Directory  for  more  complete  details.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no 
transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions 
(sales  of  shares  held  less  than  six  months)  on  funds  available  with  no  transaction  fees  in  a  1 2-month  period.  If  you  purchase  a  no-load  fund  and  pay  a 
transaction  fee,  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  This  program  is  subject  to  change  without  notice.  All  fees  as  described  in  the 
fund's  prospectus  still  applv.    Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 
2b/ 1 349S.OOI 


Welcome  to  Stage  3.  A  new  line  of  Kenwood  home 
products  designed  to  do  nothing  less  than  simplify  the 
way  people  interact  with  their  technology.  The  first 
product  is  the  Stage  3  Home  Theater  Controller  (KC-Z1). 
A  Dolby*  Digital  (AC-3)  audio/video  controller  that 
integrates  and  controls  up  to  ten  other  audio  and 
video  components.  It  also  includes  THX®  Cinema  and  six 


channels  of  output  for 


surround  sound.  But  the 


heart  of  Stage  3  is  the 


portable  TouchPanel. 


This  intuitive  graphic 


interface  lets  you  oper- 


ing  the  volume  to  settin 


oices  you  need  appear 


the  TouchPanel  pu 


e  it  belongs.  In  t 


you,  please  call 


r  brand  new  web  site  at  www. kenwoo 


ace 


-mail? 


For  sheer  productivity  and  results,  all  the  electronic 
gizmos  in  the  world  are  still  no  substitute  for  a  good  old- 


fashioned,  roll-up -your-sleev 
face-to-face  meeting.  Your  furniture 
and  workspace  can  help  create  an 
environment  that  triggers  inter- 


action among  individuals.  Not  jus, 


among  immediate  coworkers,  but  people  from  different 
departments  and  disciplines.  Real  interaction  that 
can  promote  new  ways  of  thinking,  surprising 
perspectives  and  fresh  ideas.  And  nobody 


knows  how  to  do  it  better  than  Steelcase 


and  its  dealers.  To  find  out  more,  visit  our 
Web  site,  http://www.steelcase.com.  For 
additional  information,  just  give  us 


a  call  at  1-800- 


777- 0330,  ext.  201.    A  smarter  way  to  work! 
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purchased  for 
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52  Al  Gore  versus 
John  Malone 

"The  rules  change 
fairly  capriciously.  It 
sure  looks  odd." 


42  Intel 

"Hi  there, 
Studpuppy." 


On  the  Cover 

134  Piracy 

How  will  you  protect 
your  copyrights  in  a 
digital  age? 
By  Philip  E.  Ross 

52  Al  Gore  versus  John 
Malone 

Could  this  be  a 
personal  vendetta? 

By  Gary  Samuels 

190  Closed-ends 

How  to  pick  them. 

By  Marv  Beth  Grover 

192  Real  estate  funds 

REIT  stuff. 

By  James  M.  Clash 

193  Small  stocks 

Royce  Value  Trust  is  a 
sterling  little  bargain. 
By  Thomas  Easton 

196  Stock  Funds 
198  Taxable  Bond 
Funds 

200  Municipal  Bond 
Funds 

202  Balanced,  Global 
Bond  and  Junk  Bond 
Funds 

204  International  and 
Country  Funds 


Management, 

Strategies, 

Trends 

42  Intel 

What's  Intel  doing  in  the 
entertainment  business? 
By  Damon  Darlin 

44  Chico's  FAS 

A  quirky  merchandising 
strategy  makes  good. 
By  Zina  Moukheiber 

60  Coal,  discounted 

Electricity  deregulation 
and  the  coming  price  war. 
By  Toni  Mack 

66  Hasbro 

Alan  Hassenfeld,  wake  up. 
By  John  R.  Hayes 

80  David  Smith,  media 
mogul 

He  got  some  unwelcome 
publicity  last  month. 

By  Lisa  Gubernick 

86  The  New  Age  market 

Hillary  Clinton  isn't 
alone.  This  is  a  multi- 
billion-dollar  business. 

By  Tim  W.  Ferguson 
with  Josephine  Lee 


98  Hospitality 
Franchise  Systems 

How  Henry  Silverman 
makes  magic  out  of 
humdrum  businesses. 
By  Howard  Rudnitsky 

100  Trade  boom 

Long  Beach  shows 

the  way. 

By  Tim  W.  Ferguson 

106  Medical  realty 

How  Abe  Gosman  got 
to  be  worth  maybe  half 
a  billion  dollars. 

By  Bruce  Upbin 

129  Up  &  Comers 
Alta  Genetics 

Separating  the  studs  from 
the  duds. 

By  Philippe  Mao 

144  Good  schools,  good 
business 

Why  some  smart  compa- 
nies are  subsidizing  public 
schools  near  their  offices. 
By  Nina  Munk 

168  Marketing 
The  Internet 

It's  not  a  magazine. 
It's  more  like  a  village. 

By  Joshua  Levine 


174  Faces  Behind 
The  Figures 

Joshua  Sapan,  Rainbow 
Programming;  Jonathan 
Ornstein,  Virgin  Express. 

International 

46  Japanese -owned  real 
estate  in  the  U.S. 

No  fire  sale  just  yet. 
Patience — or  lethargy. 

By  Seth  Lubove 

74  Japanese  banks 

Can  these  dinosaurs 
adapt? 

By  Neil  Weinberg 

90  Canadian  gas 

Happily  for  U.S.  produc- 
ers, there's  no  way  to  get 
a  lot  of  it  to  market. 

By  Christopher  Palmeri 

125  JTNG  Group 

The  smart  Dutch 
traders — coming  our  way. 
By  Richard  C.  Morais 

158  Ukraine 

The  world  hasn't  seen  the 
last  of  ethnic  turmoil  in 
Eastern  Europe. 

By  Paul  Klebnikov 


6 


Forbes  ■  September  9,  1996 


168  Marketing 

"I  go  to  sleep  wor- 
rying someone's 
going  to  leave  cieat 
marks  on  my  face 
before  I  wake  up." 


66  Hasbro 

"If  we  are  going 
to  grow  to  be  a 
$5  billion  compa- 
ny, we're  going  to 
need  some  help." 


Law  &  Issues 

47  Quotas 

Big  business  sees  reasons 
to  join  liberals  in  fighting 
California's  anti-quota  ini- 
tiative. What's  going  on? 

By  Hm  W.  Ferguson 

140  Check-free 

The  federal  government 
says  it's  going  to  stop 
using  checks.  Who's  next? 

By  Janet  Novack 

152  On  The  Docket 
Glass  actions 

Why  are  those  notices 
saying  you're  entitled  to 
money  so  opaque? 

By  Susan  Adams 

Computers/ 

Communications, 

Technology 

176  Interactive  Media 
Ray  tracing 

A  nifty  way  to  animate 
telephone  cords,  and  why 
it's  like  radiation  analysis 
for  bomb  design. 
By  Nikhil  Hutheesing 

180  Parameters 

By  Andrew  J.  Kessler 


182  Meter  modems 

An  inventor's  clever  idea: 
Make  the  modem  very, 
very  slow. 
By  Suzanne  Oliver 

186  Insights 

By  Peter  Huber 

188  Staying  Healthy 
SPF 

Do  you  really  need 
special  clothing  to  block 
the  sun?  In  all  probability, 
you  don't. 

By  Christine  Lutton 


Departments 

12  Side  Lines 

16  Follow-Through 

20  The  Informer 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

35  Commentary 

37  Transparent  Eyeball 

38  Forbes  Index 

243  Flashbacks 

244  Thoughts 

8  Editorial  Index 


Money  & 
Investments 

215  Statistical  Spotlight 
Global  treasure  hunt 

If  you  want  some 
exposure  to  mining  or 
resource  stocks,  don't 
limit  yourself  to  the 
obvious  names. 
By  Kerry  A.  Dolan 

216  The  Money  Men 
Follow  the  cash 

HOLT  Associates  hated 
Wal-Mart  in  1991.  A 
unique  valuation  system 
tells  HOLT  to  love  Wal- 
Mart  now. 
By  Gary  Samuels 

219  The  Forbes/Barra 
Wall  Street  Review 

220  World  Markets 
Review 


Personal  Affairs 

232  Roots 

Do  you  have  an  ancestor 
who  fought  in  the  Civil 
War?  Here's  how  to  get 
the  details  from 
government  records. 
By  Alexandra  Alger 

236  Betting  pools 

The  premium  picks  for 
this  season's  football. 
By  William  G.  Flanagan 

238  Collectors 
Price  guides 

Can  you  trust  those  price 
guides  when  buying  or 
bargaining  for  art  and 
collectibles?  Not  really, 
but  where  else  can  most 
people  turn? 
By  Christie  Brown 


222  Streetwalker 

German  closed-ends; 
Wellman;  USAir 
preferred;  Valujet; 
Bank  of  New  York. 

Columnists 

65  In  The  Classroom 

Diane  Ravitch 

96  Backseat  Driver 

Jerry  Flint 

166  Business  Strategy 

John  Rutledge 

225  Portfolio  Strategy 

Kenneth  L.  Fisher 

226  Stock  Trends 

Laszlo  Birinyi  Jr. 

228  Wall  Street  Irregular 

Mark  Hulbert 

229  Point  Of  View 

Steve  H.  Hanke 

230  Financial  Strategy 

A.  Gary  Shilling 


232  Civil  War 

The  casualty  report 
was  signed  by 
Brigadier  General 
George  A.  Custer. 


FORBES  ONLINE  is  an  electronic  edition  of  Forbes 
available  on  CompuServe.  To  access:  GO  FORBES 
To  access  Forbes  on  the  Internet,  set  your  browser  to: 
http://www.forbes.com 

COVER  ILLUSTRATION  BY  CHAS.  B.  SLACKMAN 


Forbes  ■  September  9,  1996 


7 


Forbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


Abacan  Resource,  215 
Abbott  Laboratories,  216 
Aber  Resources,  2 1 5 
ABN-Amro,  125 
Adams,  Douglas,  134 
Adams,  Scott,  134 
Adobe  Systems,  134 
Agnico  Eagle  Mines,  228 
Agree  Realty,  192 
Aiello,  Gabriel,  23 
AIG,  125 
Air  NZ,  229 
Airgas,  216 
Akzo  Nobel,  225 
Alberta  Energy,  90 
Alexander,  Anne,  86 
Allen,  Elroy,  144 
Allstate,  193 
Almiria  Capital,  129 
Alta  Genetics,  129 
America  Online,  37,  134,  168 
American  Bankers  Insurance 

Group,  144 
American  Barrick,  228 
American  Cyanamid,  215 
America  West  Airlines,  23 
Anderson  Exploration,  90 
Anheuser-Busch,  20 
Applied  Materials,  216 
Arco,  47 

Tommy  Armour  Golf,  22 

Aroma  Vera,  86 

Asea  Brown  Boveri,  182 

Ash  Grove  Cement,  193 

Ashanti  Goldfields,  228 

Ashland,  60 

Asia  Pulp  &  Paper,  125 

AT&T,  98 

Atlantic  Richfield,  60 
Autodesk,  134 
Avis,  98 

Avon  Books  (Hearst),  238 
Avon  Products,  106,  216 


Ballantine  Books  (Advance 

Publications),  238 
Bank  of  Montreal,  129 
Bank  of  New  York,  223 
Bank  of  Tokyo,  74 
Bankers  Trust,  125,  226 
Barbaro,  Ralph,  60 
Barbee,  William  C.  Jr.,  225 
Barclays  Bank,  125 
Barnes  &  Noble,  86,  238 
Barnett  Banks,  144 
Barrett,  Andrew,  52 
Bayer,  125 
Beales,  Janet,  144 
Bellcore,  134 


Bcnham  funds,  228 
Berendt,  John,  35 
Berkshire  Hathaway,  222 
Bernstein,  Lawrence,  66 
Bethlehem  Steel,  219 
biztravel.com,  42 
Black,  Leon,  46 
Blair,  Douglas,  129 
Blair,  John  F.,  232 
Blockbuster  Entertainment 

(Viacom),  134 
Blue  Sky  Studios,  176 
BMT,  66 

Bod  hi  Tree  Bookstore,  86 
Borders,  86 
Boylan,  David,  168 
Bradley  Real  Estate,  192 
Branson,  Richard,  174 
BRE,  220 

Bre-X  Minerals,  215 
Brcslow,  Jeffrey,  66 
British  Airways,  222 
Brown,  David,  1 76 
Brown,  Willie,  47 
Bruce,  Richard,  220 
BT  Securities,  222 
Burstein,  Lawrence,  168 
Busch,  August  III,  20 


( lahlcvision  Systems,  1 74 
Cajun  Electric  Power,  60 
Cameco,  2 1 5 
CareMatrix,  106 
Carpenter,  Candice,  168 
CasSelle,  Malcolm,  168 
CBS  (Westinghouse  Electric),  52 
CellNct,  182 

Central  European  Equity  fund,  222 
Chico's  FAS,  44 
China  Funds,  190 
Chopra,  Deepak,  86 
Christie,  William,  12 
Christie's,  238 
Chrysler,  96 
Cinergy,  60 

Circuit  City  Stores,  134 
Citicorp,  74,  125,  140 
Citrix  Systems,  42 
Clinton,  Bill,  25,  65,  152 
Clinton,  Hillary,  86 
Cnet,  42 
Coastal,  60 
Coca-Cola,  98,  216 
Cochran,  Johnnie,  47 
Cohen  &  Steers,  192 
Colonial  Properties  Trust,  192 
Colony  Capital,  46 
Commerzbank,  220 
CompuServe,  222 
Computer  Trading,  20 
ConBraCo,  193 
Connerly,  Ward,  47 
Continental  Express,  174 
Corcoran,  Craig,  228 
Cosco,  100 
Costanza,  John,  166 
Cox,  Joseph  Jr.,  152 
Creative  Artists  Agency,  42 
Credit  Suisse,  125 
Crehan,  Michael,  152 
Crigler,  Jeff,  134 
CVC  International,  98 
CyberCash,  42 


Cyprus  Amax  Minerals,  60 
Cytcc  Industries,  2  1  5 


Daiwa  Bank,  74 
Davis,  Marvin,  46 
Dayton  Hudson,  144 
DB  Group,  229 

de  Souza  Faria,  Romario,  125 
Dc  Zen,  Vic,  16 
Deere,  216 
Dekko,  Dorothie,  44 
DeLeo,  Vincent,  188 
Delta  Air  Lines,  222 
Deluxe,  140 
Deoul,  Joan,  1 88 
Deutsche  Bank,  125 
Deutsche  Morgan  Grenfcll,  74 
Diamond  Field  Resources,  2 1 5 
Dice,  134 

Dillenbeck,  Steven,  1 00 

Wall  Disnev,  134 
Dole,  Bob,  25,  30 
Dole,  Elizabeth,  25 
Dover,  216 
Drcsdncr  Bank,  125 
Drnmmond,  60 
Dunsav,  George,  66 
DuPont,  60 
Dyson,  Esther,  1 34 


E&Y  Kenneth  Levciuh.il  Real 

Estate,  46 
EastGroup  Properties,  192 
Eastman  Kodak,  98 
EastWest  Animal  Care  Center,  86 
Echo  Bay  Mines,  228 
Education  Technology,  66 
Electrolux,  225 
Ellison,  Lawrence,  66 
Ellston,  Gregory  W.,  22 
Emerging  Germany  Fund,  204,  222 
Emerson  Electric,  216 
Empire  of  Carolina,  66 
Emri,  Gussi,  125 
Energy  Ventures  Analysis,  60 
Engelhardt,  Irl,  60 
ENI,215 
Enron,  90 

Ensign  Resource  Service,  90 
Enteractive,  86 
Equus  II  fund,  190 
Eurobelgian  Airways,  174 
Excel  Realty  Trust,'  192 
Exxon,  60,  215 


Farber,  Monte,  86 

Fastenal,  216 

Fibreboard,  152 

Fidelity  Investments  (FMR), 

192,228 
Fine,  John  Christopher,  35 
First  L'nion,  140 
FirstEnergy  Capital,  90 
Fisher  &  Paykel  Industries,  229 
Fisher- Price,  66 
Florida  Power  &  Light,  144 
Fluor,  60 
Fonda,  Jane,  20 
Foot,  George,  190,  222 
Ford,  96,  125,  152 
Fram,  Howard,  1 34 


Futures  Hotline/Mutual  Fund 
Timer,  228 


Gap,  44,  216 

Garcia  Molina,  Hector,  134 
Garner,  Daniel,  52 
Gates,  Bill,  42,  180 

GE,  182 
Geocities,  168 

Gcrbcr  Products  (Sandoz),  30 
Germany  Fund,  222 
Gibraltar  Steel,  219 
Gibson,  Dunn  &  Crutcher,  52 
Gilder,  George,  180 
Gilmore,  Jim,  22 
Glimcher  Realty  Trust,  192 
GM,  52,96,  125,  152 
Golden  West  Financial,  47 
Goldman,  Sachs,  38 
Golf  USA,  22 
Goodman,  Kitty  Lew,  22 
Gore,  Al,  52 
Gosman,  Abraham,  106 
Gosman,  Andrew,  106 
Gosman,  Michael,  106 
Gralnick,  Helene,  44 
Gralnick,  Marvin,  44 
Gray,  Spalding,  174 
Greenberg,  Maurice,  125 
Greenspan,  Alan,  186 
Greenstone  Resources,  2 1 5 
Griggy,  Kenneth  J.,  22 
Groene,  Bertram  H.,  232 
Groom,  Winston,  232 
Grove,  Andrew,  42 
Grove's  Dictionaries,  238 
GT  Global  funds,  215,  222 
GTE,  38 
GTech,  140 


Hale,  Floyd,  182 
Hancock,  Marianne,  35 

Hanjin  Shipping,  100 
Hanson,  60 

HarperCollins  (News  Corp),  35 
Harris,  Scott  Blake,  52 
Harrison,  Christian,  144 
Hasbro,  66 
Hassenfeld,  Alan,  66 
Hatfield,  Mark,  65 
C.H.  Heist,  193 
Hendricks,  Robert,  216 
Hewlett  Packard,  47,  144 
HFS,  98 

Highridge  Partners,  46 
Hilb,  Rogal  &  Hamilton,  193 
Hill  &  Knowlton,  52 
HOLT  Value  Associates,  216 
Home  Depot,  16 
Homestake  Mining,  228 
Honeywell,  26 
Horizon,  192 
Horler,  Joseph,  90 
Houston,  Jean,  86 
Huizinga,  Herman,  125 
Hulbert  Financial  Digest,  228 
Hundt,  Reed,  52 
Hunt,  Lvnn,  182 
Hunt,  Paul,  182 
Hunt  Technologies,  182 


I    Subscriptions:  U.S.A.  one  year  (27  issues)  S57.  Canada,  one  year,  S98  Canadian  funds  (includes  GST).  All  others  S128,  U.S.  funds.  Air  Mail  rates  available 
upon  request.  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  or  write  Forbes  Subscriber  Service, 
P.O.  Box  37162,  Boone,  IA  50037-0162. 

Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on 
major  database  systems. 

I    Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St.  Salem,  ALA 
01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume 
amd  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes 
without  express  permission  of  Forbes  or  the  copyright  owner  is  expressly  prohibited. 

Forbes  does  not  supply  back  issues.  To  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  (minimum  order  500); 
to  request  permission  to  republish  an  article  call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  reproduced  by  others  are  not  authorized. 


8 


Forbes  ■  September  9,  1996 


Send  more. 
Save  more. 


PacKa^ 
Sent 


250 
5Cx5 


1500 


If  you're  a  business  that  sends  lots  of 
packages  every  year,  you  could  save  a 
lot  of  money  with  Priority  Mail™  from 
the  U.S.  Postal  Service.  Priority  Mail 
two-pound  two-to-three  day  packages  are 
only  $3.  FedEx®  two -day  service  is  about 
$12  and  UPS-'  about  $6*  That  adds  up. 

You  don't  even  have  to  call  for  a 
Priority  Mail  pickup  or  pay  extra  for  it. 
The  letter  carrier  who  brings  your  mail 
every  day  can  take  your  packages  for  you 
free.  FedEx  charges  $2.50  extra  for 
pickups,  UPS  about  $3  extra. 

And  with  Priority  Mail,  there's  no 
extra  charge  for  your  customers  to  receive 
their  packages  on  Saturdays ,  when  part  of 
regular  Saturday  postal  delivery.  FedEx 
charges  $10  extra  for  Saturday  delivery. 
UPS  doesn't  even  offer  two -day  Saturday 
deliveries . 

The  more  Priority  Mail  you  send, 
the  more  you  save.  Free  pickups? 
Saturday  deliveries?  Saving  money? 
What '  s  Your  Priority? 


$12 


What's  Your  Priority?"  <- 


PRIORITY 
MAIL 


UNITED  STATES  POSTAL  SERVICE 


'Priority  Mail:  average  delivery  of  2-3  days.  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs.  vs.  2-lb.  published  rates  for  UPS  2nd  Day  Air"  from  ! 
FedEx  2Day'"  from  $11.50.  Surcharge  for  Priority  Mail  on-demand  pickup.  ©  1996  USPS 


5.25  and 


FC74 


1-800-THE-USPS  ext.  2003  nttp.*. 
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HAVE  YOU  TAKEN  YOUR  SKIN  CARE  TODAY? 


skin  nutrition™ 


Once-a-day  Skin  Nutrition 


THE  INTERNAL  STRATEGY: 

PREVENT,  a  nutrition  supplement  for  your 
skin  that  you  take  each  morning.  Vitamin 
C,  and  Grape  Seed  Extract. 

THE  EXTERNAL  STRATEGY: 

1  CLEAN,  removes  pollution,  dirt,  oil. 
Conquers  blackheads.  A  great  way  to 
shave. 

2  CORRECT,  builds  strength,  begins  sun 
and  environmental  damage  repair,  stops 
irritation. 

3  PROTECT,  binds  moisture,  SPF  8. 
Reveals  fresh,  young  skin  cells,  guards 
new  cells. 


E  X  C  L  U  S  I  V  E  L 

BARNEYS 
NEWYORK 

ONE  VITAMIN,  THREE  STEPS,  TWO  MINUTES,  $59.00.  TO    O  R  D  E  R  :  1  -  800-295-8 

ZIRH  5  SKIN  NUTRITION  "  ©1996  ELEHENTALS  SKIN  CARE  LLC. 
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Cybercops  &  cyberrobbers 


The  Internet  grew  up  with  a 
freewheeling  culture  that  didn't 
worry  much  about  property  ow  n 
ership.  Digits  were  there  for  the 
taking.  That  attitude  .changes  as 
digital  content  becomes  more  valu- 
able and  piracy  threatens  more 
pocketbooks.  In  "Cops  versus  rob- 
bers in  cyberspace,"  Technology 
Editor  Phil  Ross  explains  how 
owners  of  intellectual  property  will 
fight  back  against  digital  piracy. 
Ross  was  a  pirate,  once,  but  an  inad- 
vertent one.  "In  the  1970s  my  col- 
lege professors  assigned  readings 
from  photocopied  coursepacks 
culled  from  textbooks  and  jour- 
nals," he  recalls.  "Years  later,  when  Phil  Ross 
I  was  working  at  Scientific  Ameri-  IM 
can,  this  casual  thievery  didn't  look 

so  innocent.  I  realized  the  profs  were  blithely  stealing  my  employ- 
er's expensively  created  property."  Hey,  folks,  die  best  things  in  life 
aren't  going  to  be  free — even  if  they  are  on  the  Internet.  Page  134. 

A  chronology 

Aug.  16,  1993:  "Fun  and  games  on  Nasdaq"  cover  story  in 
Forbes.  Reveals  large  spreads  between  bid  and  asked  prices  typi- 
cal of  trading  in  Nasdaq  stocks.  Article,  by  Gretchen  Morgenson, 
cites  chapter  and  verse.  Rest  of  the  media  ignore  the  story. 

May  26,  1994:  Study  by  William  Christie  of  Vanderbilt  Uni- 
versity and  Paul  Schultz  of  Ohio  State  shows  how  marketmakers 
collude  to  keep  spreads  wide. 

Oct.  19,  1994:  The  Justice  Department  begins  an  investiga- 
tion of  the  Nasdaq  market,  looking  into  allegations  of  price -fixing 
and  collusion  by  dealers.  Following  month  sec  also  launches  an 
investigation.  Rest  of  the  media  begin  to  pay  attention. 

July  18,  1996:  Justice  Department  announces  findings  of  its 
investigation  and  concludes  diat  Nasdaq  dealers  manipulated  stock 
prices  and  created  a  "pricing  convention"  to  keep  spreads  wide. 
Nasdaq  agrees  to  reforms.  Justice  Department  cites  the  1993 
Forbes  story  as  first  evidence  of  widening  spreads  and  anticom- 
petitive dealer  practices. 

Aug.  8,  1996:  sec  report  confirms  most  of  the  allegations 
made  in  the  1993  Forbes  story  and  cites  the  article  as  the  first  red 
flag  to  appear  on  the  abuses.  Next  day  SEC  Chairman  Arthur 
Levitt  telephones  Morgenson  and  tells  her:  "We  couldn't  have 
done  it  without  you." 

Take  a  bow,  Gretchen.  We're  right  proud  of  you — and  proud 
of  your  recent  cover,  "Taking  investors  for  a  ride"  (July  29).  It 
explains  the  machinations  behind  the  notorious  volatility  in  some 
hot  stocks. 


Editor 
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Whether  you  come  for 
business,  pleasure  or  a  bit 
of  both,  the  Province  ol 
Beverly  Hills  is  an  oasis  from  the 
ordinary.  /\  respite  from  the 
commonplace.  With  hotels  that 
cater  to  your  every  whim. 

Wh  ere  you  can  dine  in 
elegant  restaurants  on  cuisine 
worthy  of  royalty.  Linger  in 
sophisticated  shops  that  offer 
dazzling  finery.  /\waken  to  golden 
morning  sunlight  that  tumbles  into 
your  room  like  the  laughter  of 
children. 

Thats  the  Province  of 
Beverly  Hills    The  ideal  place 
to  jog  at  midnight.  Swim  at  dawn. 
Indulge  yourself  day  and  night  in  a 
safe  haven  centrally  located  to  all 
of  Southern  California. 

To  learn  about  the  collection 
of  fine  hotels,  shops  and  restaurants 
in  Beverly  Hills,  please  call 
1-800-345-2210.  Or  visit  us  at 
http://  www.ci.beverly-hills.ca.us 


/Xncthcr  perfect  day  in  Beverly  Hills. 


["lie  Province  of  Beverly  Hill 


A  Desktop  That's  Actually  Capable  C 


I'm  no  wimp. 
But  it's  pretty- 
hot  in  here. 


Talk  about  considerate.  Bevonc 


having  a  thermal  sensor  that  tells  you  i 


it's  too  hot,  the  new  Compaq  Deskpn 


will  warn  you  it  its  hard  drive's  abou 


to  fail  anvwhere.  It's  all  part  of  what  w< 


call  the  next  generation  of  Intelligen 


Manageabilitv.  Among  other  things,  i 


r  -MIUM.PRO 

MOCESSOR 


£  1996  Compaq  Computer  Corporation  AH  rights  reserved.  Compaq  and  Deskpro  registered  U.S.  Patent  and  Trademark  Office.  Deskpro  is  covered  by  our  3  year  limited  warranty.  Dealer  prices  may  var 
Features  vary  by  model  Monitor  not  included  Thermal  sensor  available  onlv  on  Deskpro  4-000  and  6000.  Some  features  available  with  Compaq  Deskpro  and  independent  software  applications.  Othe 
features  only  available  with  Windows  95.  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Logo  and  the  Pentium  Pro  Processor  Logo  are  trademarks  of  the  Inte 
Corporation.  Other  prodw  ts  mentioned  may  be  trademarks  or  registered  trademarks  of  their  respective  companies. 


give  IS  managers  a  broader  range  of 


integrated  solutions.  And  to  minimize 


installation  and  your  configuration 


elling  You  It's  Too  Hot.  Cool. 


time,  we  provide 
an  upgradeable 
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integrated  NIC  and  network-ready  soft- 
ware which  protects  your  investment 
and  allows  for  growth.  Ultimately  what 
you  get  with  Intelligent  Manageability 
is  lowered  cost  of  ownership.  Add 
to  that  a  three-year  warranty,  plus 


allows  you  to  take  inventory  of  all  your      the  hood  that  alerts  the  support  desk  if      dedicated  toll-free  technical  support 


hardware  and  software  from  one  loca-     anyone's  tampered  with  it. 


that's  open  for  business  seven  days  a 


tion.  In  case  of  hard  drive  failure,  it  Intelligent  Manageability  is  still  week,  24  hours  a  day.  Control.  It's  what 

backs  up  your  data  on  the  network;  based  on  open  industry  standards  that  makes  the  new  Compaq  Deskpro  so  hot. 

and  now,  thanks  to  our  new  PD-CD  ensure  compatibility  and  integration  In  a  cool  kind  of  way.  For  more  informa- 

1  drive  backup,  it  also  preserves  your  with  any  network.  Our  partnerships  tion,  visit  us  at  www.compaq.com  or 

ulata  locally.  There's  even  a  sensor  in  with  Microsoft,  Novell,  Intel  and  others  call  1-800-B92-8883. 
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Memory  gain 

On  Aug.  15  Japanese  software  and 
publishing  giant  Softbank  Corp. 
announced  plans  to  buy  an  80% 
stake  in  Kingston  Technology,  a 
U.S.  maker  of  PC  memory  boards.  It 
was  the  latest  in  a  string  of  brash 
moves  by  the  young  billionaire  and 
Softbank  founder  Masayoshi  Son. 
Analysts  immediately  wondered  why 
he  would  pay  $1.5  billion  to  leap 
into  low-margin  hardware.  The  deal 
reportedly  raises  Softbank's  total 
debt  by  $800  million,  to  $3.2  bil- 
lion. A  dumb  move,  some  said. 

Actually,  it  is  a  pretty  sensible 
move.  Son  was  betting  on  certain 
growth,  not  on  high  profit  margins. 
Forbes  has  reported  how  Fountain 
Valley,  Calif. -based  Kingston  built  a 
roaring  business  on  the  increased 
memory  needs  of  new  PCs  (Dec.  19, 
1994).  It's  now  the  world's  largest 
maker  of  memory  upgrades  after 
Samsung.  Since  our  story,  Kingston's 
sales  have  nearly  doubled,  to  $1.3  bil- 
lion. They  should  continue  to  grow: 
By  1998  virtually  all  PCs  will  have  32 
megabytes  of  memory,  compared 


Softbank  founder  Masayoshi  Son 
Betting  on  the  need  for  more  memory. 


with  8  to  16  megabytes  today.  That's 
a  lot  of  business  for  Kingston.  Last 
year  Kingston  probably  had  $150 
million  in  operating  earnings,  so  Son 
apparendy  paid  just  13  times  operat- 
ing earnings. 

Like  his  investments  in  trade  shows 
and  computer  magazines,  Son's  pur- 
chase of  Kingston  is  a  play  on  the 
growth  of  the  personal  computer 
business.  Almost  a  can't-lose  propo- 
sition— so  long  as  he  can  keep  up  his 
interest  payments. 

-Justin  Doebele 


Hammered 

When  Forbes  caught  up  with  home 
improvement  chain  Payless  Cash- 
ways  three  years  ago,  Chairman 
David  Stanley  had  managed  a  smart 
turnaround.  Since  sales  to  contrac- 
tors w  ere  growing  faster  than  sales 
to  do-it-yourselfers — Home  Depot's 


unshakable  strength — he  had  refo- 
cused  his  business  to  the  profession- 
al builders  (Aug.  16,  1993). 

We  applauded  too  soon.  Payless' 
operating  margins  have  sunk  from 
8.2%  in  1993  to  an  estimated  2.5% 
this  year.  While  Stanley  was  going 
after  the  professionals,  some  do-it- 
yourself  customers  flocked  to  Home 
Depot  and  Lowe's  seeking  better 
prices.  Overall,  Kansas  City-based 
Payless  made  a  meager  $13  million 
last  year  on  sales  of  $2.7  billion 
(excluding  a  pretax  charge  of  $162 
million).  Merrill  Lynch  retailing  ana- 
lyst Kirk  Taniguchi  expects  Payless 
to  lose  $2  million  this  year.  The 
stock  recendy  hit  a  52 -week  low  of 
l'/2,  down  from  about  13  when  our 
story  ran. 

It's  an  old  story,  and  we  should 
have  known  better:  Many  apparent 
turnarounds  are  just  that — apparent. 

-Juliette  Rossant 

Master  builder 

Two  and  A  half  years  ago  Forbes 
wrote  about  a  little-known 
Canadian  entrepreneur  named  Vic 
De  Zen.  We  thought  his  latest 
invention — plastic  houses — could 
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"The  re's  a  stretch  along  the  Tower  Roanoke  River  in  North  Carolina 

21,0(38  magnificent  acres, 


at's  been  called  one  of  Americas  last  great  places.  It's  where  I  grew  up,  and  now  I  bring  my 


400  plant  varieties, 

kids  here  to  teach  them  what  nature's  all  about.  My  company,  Georgia-Pacific,  owns  this  land 

214  species  of  birds 

d  we  did  something  no  forest  products  company  has  ever  done  before.  We  formed  a  partnership 

and  one  partnership  making  sure 

ith  The  Nature  Conservancy  to  co-manage  and  protect  this  place.  We  all  want  a  better  world 


an 


w 


it  all  stays  that  way. 

for  our  kids.  It  just  feels  good  to  be  working  for  a  company  that's  doing  something  about  it'.' 

,,     r  \ 

Mason  Lilley,  Forester 

Georgia-Ffecific  ^ 

The  Forest  Products  Company 


BANK  &  THRIFT  SPECIALISTS 


ADVISORS  TO 


IRIiCTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


Flight  Fact  #4 


umber 

Crossings  Made  By  Business 
Aircraft  Every  Day: 


60 


(And  you  thought  the  best  seats  were  available  only  in  business  class.) 

Yes,  you  can  travel  to  Europe  on  your  own  schedule  in  a  secure  office  environ- 
ment. That's  just  one  of  the  reasons  why  thousands  of  U.S.  companies  rely  on 
business  aircraft  as  a  critical  productivity  tool  every  day.  For  a  free  copy  of  a 
brochure  profiling  10  companies  which  operate  business  aircraft,  please  call 
(800)  9-AVIATE.  Or  visit  us  on  the  Internet  at  http://www.nbaa.org 


make  a  major  impact  on  the  world 
housing  market  (Dec.  20,  1993).  The 
prefab,  puzzle-piece  homes  were 
easily  assembled,  sturdy  and  cheap 
(current  base  price,  $17,000) — per- 
fect for  poorer  nations. 

Since  then,  De  Zen's  company, 
Ontario-based  Royal  Plastics  Group, 
has  begun  building  plastic  dwellings 
all  over  the  globe.  Royal's  facto- 
ries— themselves  made  of  plastic — 
are   springing   up   in  Argentina, 


'NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association 
anJ  ihe  General  Aviation  Manufacturers  Association. 


Vic  De  Zen  with  partially  built  plastic  house 
Luxury  models  come  with  whirlpools. 


Colombia  and  China.  Soon  these 
factories  will  be  filling  orders  for 
everything  from  single  homes  to  six- 
story  apartment  buildings  through- 
out Latin  America,  Eastern  Europe 
and  Southeast  Asia. 

Sales  hit  $390  million  last  year, 
and  Royal's  net  margin  of  10%  far 
exceeds  that  of  other  makers  of 
extruded  plastic  building  supplies. 
The  stock,  listed  on  the  New  York 
Stock  Exchange  since  early  April,  has 
hovered  around  15,  which  is  22 
times  expected  1996  earnings  and 
17  times  1997  estimates. 

Now  De  Zen  is  pushing  larger, 
more  luxurious  models  with  roof 
tiles,  faux  siding,  whirlpools  and 
two-car  garages.  Such  homes,  which 
typically  sell  for  around  $130,000, 
have  already  attracted  buyers  in 
Locarno,  Switzerland;  Novara,  Italy; 
Osaka,  Japan;  Toronto,  Canada;  and 
Buffalo-  N.Y. 

What's  next?  A  20,000-square- 
foot  plastic  castle  with  windmills  and 
solar  panels  for  De  Zen's  son.  "I 
want  to  show  the  world  just  what  I 
can  do,"  he  says  proudly  of  this 
showcase  project. 

-Carleen  Hawn  mm 
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the 

Guardian 


hold 


your  family 
together 
should  you 
become 


disabled 


The  Guardian  Life 
Insurance  Company  of 
America  offers  today's 
intelligent  financial  tools. 

In  a  matter  of  seconds  your  life  can  change 
forever.  All  it  takes  is  an  accident  or  a 
medical  emergency  and  you  can  be  instantly 
cut  off  from  your  regular  income,  possibly 
for  the  rest  of  your  life. 

So  one  of  the  best  investments  you  can 
make  to  secure  your  family's  future  is  to 
protect  your  income  with  a  Guardian 
Disability  Income  Protection  policy  such 
as  The  Guardian's  non-cancelable  Own 
Occupation  policy  Its  optional  features 
include  a  "Cost  of  Living  Adjustment"  rider 
that  allows  your  benefits  to  keep  pace  with 
inflation.  The  Guardian  also  offers  a  full 
range  of  products  for  business  owners, 
including  a  "Disability  Buyout  Policy"  which 
enables  one  partner  to  buy  out  the  other  in 
the  event  of  a  disability. 

We  run  a  tight  ship. 

For  over  136  years,  Guardian  policyowners 
have  enjoyed  the  feeling  of  security  that 
comes  from  knowing  that  we  will  be  there 
for  them.  In  fact,  The  Guardian  is  one  of  the 
strongest  financial  companies  in  America* 
The  Guardian  is  so  financially  secure,  we 
have  received  the  highest  ratings  from  the 
leading  independent  ratings  services  year 
after  year.** 

Call  1-800-662-1006  now  and  discover  how 
The  Guardian  can  help  hold  your  family 
together  with  Disability  Income  Insurance 
Protection,  just  in  case.  You  will  also  learn 
why  The  Guardian  is  The  Intelligent  Choice 
for  Life  Insurance,  Group  Insurance, 
Reinsurance,  Equity  Products***  or 
Group  Pensions. 


4&  The  Guardian 


The  Intelligent  Choice" 

Since  1860 


"Financial  information  for  The  Guardian  Life  Insurance  Company 
of  America  as  of  12/31/95:  Admitted  Assets  =  $10,961  billion:  Liabilities  = 
$9,846  billion  (includes  $7,585  billion  in  reserves);  Surplus  =  $1,115  billion. 
**As  of  August  1996.  The  Guardian  holds  the  highest  possible  ratings: 
"Aaa"  from  Moody's  Investors  Service,  "AAA"  from  Standard  &  Poor's  and 
Duff  &  Phelps,  and  an  "A»»"  from  A.M.  Best  Company.  These  ratings  reflect 
The  Guardian  Life  Insurance  Company  of  America's  financial  stability  and 
claims-paying  ability. 

""Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation  .  an  indirect  wholly-owned  subsidiary  of  The  Guardian  Life 
Insurance  Company  of  America.  Member  NASD.  SIPC 
©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South.  New  York,  NY  10003 
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Commuters  rushing  to 
catch  the  6:28  out  of  Greenwich, 
Lake  Forest,  Tiburon  or  Grosse 
Pointe  would  envy  Charles  Pratt, 
John  D.  Rockefeller's  partner  in 
the  old  Standard  Oil  Trust. 
Legend  holds  that  every  morn- 
ing, around  the  turn  of  the  cen- 
tury, Pratt  would  board  a  55- 
foot  motor  launch  with  a  crew 
of  five  and  set  out  for  Wall 
Street  from  the  family's  pala- 
tial compound  in  Glen  Cove, 
on  New  York's  Long  Island. 

The  commuting  spirit  of 
Charles  Pratt  still  lives.  A 
handful  of  well-heeled  busi- 
ness people  combine  fat  pock- 
etbooks,  modern  transporta- 
tion and  imagination  to  free 
themselves  from  the  physical 
and  emotional  insult  of  rush- 
hour  commuting. 

A  swim  in  the  lake 
before  dinner 

Robert  Ratliffe  is  the  head  of 
public  relations  for  the  McCaw 
telecommunications  dynasty.  At  7 
every  morning  Ratliffe  jumps  into  a 
26-foot,  1969  Lyman  Lapstrake 


the  time  of  driving  across  the 
bridge,  and  it's  a  heck  of  a  lot 
more  fun." 

Avoiding  the  traffic 

Richard  Jaycobs,  chief  of 
business  development  at  Com- 
puter Trading  Corp.,  a  $160  mil- 
lion hedge  fund,  prefers  Nantuck- 
et. Almost  every  day  between 
April  and  October  he  flies  his 
single-engine  Mooney  airplane 
either  to  New  Jersey's  Teterboro 
airport  or  back  to  the  fashionable 
island  off  the  Massachusetts  coast. 
One  big  problem  in  the  North 
Atlantic:  fog.  Some  days  it's  so 


runabout  and  buzzes  20  minutes 
across  Lake  Washington  from  Seat- 
tle to  his  office  in  Kirkland,  Wash. 
Eleven  hours  later  he  stops  on  his 
way  home  to  have  a  drink  and  a  dip 
in  the  lake.  Says  Ratliffe:  "It's  half 


thick,  says  Jaycobs,  that  he  can 
barely  see  the  airport  runway.  But 
it's  worth  it.  Of  the  hour-and-a- 
half  aerial  commute,  he  says:  "It's 
often  faster  flying  from  Nantucket 
than  driving  in  from  my  house  in 
Englewood,  N.J.  There's  less  traf- 
fic in  the  sky." 

Running  to  work 

The  hell  with  planes, 
boats,  cars  and  trains. 
At  4  each  morning  Robert 
Willens  climbs  out  of  bed, 
slips  into  his  running  gear 
and  sets  out  for  work  on 
foot.  Not  down  the  block, 
mind  you,  but  8  miles  away  from 
his  73rd  Street  apartment  on 
Manhattan's  East  Side  to  Wall 
Street.  Elapsed  time:  70  min- 
utes. Willens  showers  in  the 
gym  at  Lehman  Brothers, 
where  he's  a  senior  tax 
partner,  and  is  at  his  desk 
by  6  a.m. 


The  easy  way 

Ted  Turner  doesn't  have  to  worry 
about  aircraft,  boats  or  even 
strained  knees.  Ted  and  his  wife, 
Jane  Fonda,  live  in  the  penthouse 
apartment  of  one  of  the  Turner 
towers  in  Atlanta.  His  commute:  12 
floors  down  the  elevator  to  the 
atrium,  across  an  indoor  walkway, 
and  then  up  another  12  floors  in 
the  other  Turner  tower. 

Beating 
the  traffic 

"Flying  is  my  hobby,  not  golf.  I 
could  never  hit  the  ball,"  quipped 
August  Busch  III,  chairman  and 
chief  executive  of  Anheuser-Busch. 
Every  morning  at  6  Busch  strolls 
out  to  a  helipad  at  his  farm  in  rural 
Missouri  and  choppers  his  own  Bell 
206  the  50  miles  to  the  company's 
headquarters  in  St.  Louis.  He  lands 
on  the  roof,  one  flight  above  his 
top-floor  office.  This  way,  Informer 
is  told,  his  top  executives  have  an 
added  incentive  to  get  to  work 
early:  If  they  see  the  chopper 
parked  on  the  roof,  they  know 
they're  late.  H 


20 


Forbes  ■  September  9,  1996 


company  emblem,  an  engraved 
logo  or  witb  tbe  recipient's 
engraved  name  or  signature. 


CROSS 

SINCE  1846 


Unquestioned  Lifetime  Mechanical  Guarantee. 

For  a  gift  catalogue,  call  1-800-24 1-826Q, 
or  write  to  A.  T.  Cress  Company, 
One  Albion  RoaJ,  Lincoln,  RI  02865 


readers@forbes. 


For  boys,  active  is  normal 

Sir:  Re  "An  agreeable  affliction" 
(Aug.  12).  My  guess  is  that  over  30% 
of  the  elementary  and  middle  school 
kids  here  in  Aspen  are  medicated 
with  Ritalin.  My  two  boys,  in  the 
third  and  fourth  grades,  are  extreme- 
ly bright,  very  active  and  could  easily 
fit  the  qualifications  for  hyperactivity. 
But  by  spending  time  with  them, 
keeping  them  athletically  motivated 
and  focusing  on  being  parents  we 
have  nothing  but  the  normal  issues 
to  deal  with.  The  Ritalin  kids  exist 
because  too  many  parents  don't  real- 
ize that  while  it's  a  lot  of  fun  to  make 
them,  after  the  fun's  over  kids  require 
a  lot  of  work  and  time. 
-Robert  Segall 
Aspen,  Colo. 

Golf  as  gold 

Sir:  In  "Gold  mine  or  sand  trap?" 
(Aug.  12),  you  present  a  biased  view 
of  the  status  of  the  golf  industry. 
With  76  million   baby  boomers 
beginning  to  move  into  those  years 
when  their  children  will  demand  less 
time,  there  is  every  expectation  that 
the  number  of  golfers  will  accelerate. 
The  real  growth  of  the  golf  industry 
is  just  beginning  to  emerge. 
-Kenneth  J.  Griggy 
President 
Golf  USA 

Oklahoma  City,  Okla. 


Golfers  enjoy  a  round 

Happiness  is  a  well-run  golf  company. 


Sir:  Golf  companies  that  perform 
badly  are  poorly  operated  or  lack 
market  leadership  (or  both).  Market 
leaders  that  are  operationally  excel- 
lent will  continue  to  provide  value  to 
shareholders. 
-Michael  Magerman 
President 

Tommy  Armour  Golf 
Morton  Grove,  III. 


Raise  the  mound 

Sir:  Re  "Strike  out  aluminum  bats" 
(Fact  and  Comment,  July  15).  The 
cure  to  improved  pitching  perfor- 
mance lies  in  the  height  of  the  pitch- 
ing mound.  The  reduction  of 
mound  altitude  during  the  Gibson 
era  has  resulted  in  more  injuries  to 
pitchers'  shoulders  and  elbows  and 
explains  the  greater  importance  of 
middle-  and  late-relievers.  By  restor- 
ing the  mound  to  the  height  of  pre- 
Gibson  days,  the  bull  pen  would  be 
smaller,  payrolls  less  bloated  and 
orthopedic  surgeons  would  have  a 
shorter  list  of  patients. 
-Gregory  W.  Ellston 
Clayton,  Mo. 

Wrong  foot  size 

Sir:  Re  "The  Superrich"  (July  15). 
The  article  on  George  Wong  quotes 
a  Hong  Kong  development  "that 
occupies  135,000  acres."  I  would 
suspect  the  project  is  135,000  square 
feet,  which  by  Hong  Kong  standards 
is  still  a  major  development. 
-Kitty  Lew  Goodman 
Los  Angeles,  Calif. 

Our  mistake.-ED. 

No  ads  on  E-mail 

Sir:  Re  "Freemail"  (Aug.  12).  As 
more  on-line  providers  use  advertis- 
ing revenue  to  subsidize  E-mail  ser- 
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vice,  we'll  see  the  emergence  of  fil- 
ters that  allow  subscribers  to 
expunge  the  ads.  In  the  meantime, 
many  people  will  gladly  pay  $9.95 
per  month  to  an  on-line  provider 
just  to  avoid  the  ads. 
-Jim  Gilmore 
University  Heights,  Ohio 

"Catered"  peanuts 

Sir:  Re  "Paltry  meals  and  hostile 
hostesses"  (Transparent  Eyeball, 
Aug.  26).  A  month  ago,  I  took  a 
one-hour  flight  from  Phoenix  to 
Burbank,  Calif,  on  American  West. 


Twenty  minutes  after  our  scheduled 
departure  time,  we  were  still  at  the 
gate.  The  pilot  finally  got  on  the 
squawk  box  and  informed  us  that 
we'd  been  delayed  because  the 
"catering"  truck  had  broken  down. 
We  were  talking  about  a  lousy  bag  of 
peanuts  and  a  soda! 
-Charles  G.  Yacoobian 
Valencia,  Calif. 

Where's  dinner? 

Sir:  My  restaurant  (Gabriel's)  was 
used  for  the  photo  in  "Herbert  Allen 
and  his  merry  dealsters"  (July  1). 
-Gabriel  Aiello 
New  York,  N.T. 

It  was.  Good  restaurant,  too.-ED. 

Matchmakers 

Sir:  Re  "The  marriage  broker" 
(Transparent  Eyeball,  Aug.  26).  I'd 
advise  Riva  Atlas  to  hang  in  there 
and  have  faith  that  her  prayers  will 
be  answered.  In  August  1995  I  was 
32  years  old  but  hadn't  been  suc- 
cessful in  my  search  for  the  right  per- 
son, so  I  went  to  Amuka  to  pray.  In 
March  1996  I  got  married. 
-David  Portnoy 
Surf  side,  Fla. 
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For  reservations,  call  your  travel  consultant  or  USA  &  Canada 
Toll-free  (1  800)  942  5050.  Internet:  http://www.Shangri-La.com 


SHANGRI-LA 

HOTELS  **«  RESORTS 


The  Olympus  of 


The  aroma  of  roast  duck 
distracts  you  from  your  report. 
A  steaming  towel  wipes  the 
stress  away.  You  sit  back  and 
as  the  Chardonnay  you  were 
just  thinking  about  appears, 
you  decide... 


I  could  get  used  to  this. 


Accrue  or  redeem  miles  in  either  Lufthansa  Wiles  &  More"'  or  United  Mileage  Plus*  when  you  fly  on  Lufthansa  flights  or  flights  operated  by  our 
global  partner,  United  Airlines. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


TESTING  DOLE  AND  KEMP 


No  SOONER  HAD  Bob  Dole  finished  his  acceptance 
speech,  which  the  normally  unsupportive  New  Tork 
Times  called  "■full  of  eloquent  passages,"  than  White 
House  flacks  were  labeling  it  "the  most  divisive  since 
1964."  This  is  but  a  taste  of  what's  to  come. 

The  White  House  knows  that  if  it  doesn't  discredit  the 
GOP's  get-America-moving-again  agenda  and  demolish 
Dole's  and  Jack  Kemp's  characters,  Democrats  will  lose 
and  become  the  minority  party  for  a  generation  or  more. 

Clinton's  empathetic  waffling  and  drifting  is  why 
Americans  don't  fear  him  today  the  way  they  did  in  1994. 
They  don't  respect  him,  but  they  aren't  going  to  turn  him 
out  unless  given  substantive  reasons  to  do  so.  Voters  are 
in  no  mood  to  swap  one  set  of  personalities  for  another. 


With  their  bold,  tax-cutting,  tax-simplification  pro- 
posal, Dole  and  Kemp  have  now  drawn  the  line:  America 
can  do  better,  and  their  way  is  the  way  to  move  forward. 

The  White  House's  ferocious  attacks  will  be  backed  by 
its  constituencies — teachers'  unions,  government  work- 
ers' unions,  trial  lawyers  and  welfare  state  special  inter- 
ests. The  attacks  will  be  aided  by  much  of  the  media. 

Americans  want  to  see  if  the  GOP  nominees  can,  to 
turn  a  phrase  of  Harry  Truman's,  "stand  the  heat  in  the 
kitchen."  Will  Dole  and  Kemp  flinch,  retreat,  become 
testily  defensive?  If  they  stick  to  their  pro-growth,  tax- 
cutting,  America-can-do-better  themes,  Dole  and  Kemp 
will  pull  off  one  of  the  grandest  upsets  of  American  polit- 
ical history. 


REDISCOVERING  REAGAN 

It  was  fitting  that  Republicans  paid  such  a  moving  tribute  numbers,  not  people.  Promising  a  balanced  budget  early  in 
to  Ronald  Reagan.  It's  the  return  to  Reagan's  credo — in-     the  next  century  was  too  vague.  With  die  economy  sluggish, 


spiring,  can-do  optimism;  faith  in  America's 
unique  mission;  belief  in  the  ultimate  good  of 
the  American  people  and  conviction  that  our 
best  days  are  ahead — that  is  saving  the  GOP 
from  losing  the  fruits  of  its  1994  victories. 
Republicans  had  not  been  conveying  how 
their  policies  would  improve  people's  lives. 

Look  at  the  budget  battle.  No  one  got 
excited  by  Republican  talk  of  Congressional 
Budget  Office  numbers.  By  pushing  sweep- 
ing spending  cuts  while  virtually  ignoring 
growth-producing  tax  cuts,  Republicans  came 
across  as  cold-eyed  accountants  interested  in 


Great  First  Lady  honors 
great  President. 


Bill  Clinton  realized  people  would  be  uneasy 
about  making  big  changes  in  programs 
such  as  Medicare.  He  demagogically  exploit- 
ed this  opening,  and  surged  in  the  polls. 

Bob  Dole  has  changed  the  equation.  Re- 
signing his  Senate  seat,  he  divorced  himself 
from  Washington's  discredited  political  cul- 
ture. By  proposing  a  sweeping  tax  cut  with  the 
promise  of  tax  simplification,  Dole  offers  a  dy- 
namic alternative.  In  choosing  Jack  Kemp,  he 
demonstrated  genuine  leadership  and  an  abil- 
ity to  embrace  and  work  with  strong-willed 
colleagues  to  achieve  common  objectives. 


TED  KOPPEL  STOMPED  AWAY 


from  San  Diego  before  the  Republican 
convention's  end,  complaining  that  the 
whole  thing  was  no  more  than  an  info- 
mercial.  He  meant  the  charge  as  a  criti- 
cism, but  the  GOP  never  concealed  that 
this  was  precisely  what  it  wanted.  Its  goal 
was  to  hammer  home  a  positive,  pro- 
growth  agenda.  That's  exactly  what  it  did. 

In  the  past,  political  parties  complained 
that  TV  broadcasters  were  reluctant  to  do 
gavel-to-gavel  coverage.  But  this  year  the 
GOP  acknowledged  that  conventions  are 


The  Doles:  Persistently  purveying 
message  of  growth  and  renewal. 


no  longer  vehicles  for  selecting  candidates 
but  rather  stages  for  presenting  the  party's 
messengers  and  message  to  America. 

Thus,  the  whole  program  was  geared 
to  be  a  TV  production.  The  convention's 
sole  purpose  was  to  woo  voters.  Speakers 
were  selected  to  underline  decisive  themes 
and  images.  Speeches  were  kept  short  and 
to  the  point,  punctuated  by  lively  videos. 
Stars  such  as  Colin  Powell  were  reserved 
for  prime  time.  Delegates,  alternates  and 
guests  were  there  to  provide  an  enthusi- 
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astic  backdrop.  That's  why  there  were  no  food  stands  in 
the  convention  hall  for  the  19,000-odd  people.  After  all, 
no  viewer  wants  to  watch  people  munching  on  food. 

Alas,  instead  of  letting  people  see  the  show,  networks 
too  often  interrupted  the  proceedings  with  "commen- 
tary" or  usually  newsless  interviews. 

When  I  first  attended  a  convention  in  1964,  there  were 
sessions  twice  a  day.  Speeches  droned  on  and  on.  Noisy, 
unscheduled  floor  demonstrations  were  frequent.  Con- 
ventions were  bewildering,  mind-numbing  combinations 
of  boredom,  color  and  outrageous,  unexpected  events. 


In  those  days,  conventions  actually  chose  party  candi- 
dates. Primaries  and  broad-based  caucuses  do  this  today. 
In  1968,  for  instance,  Democrats  nominated  someone 
who  had  not  contested  a  single  presidential  primary; 
that's  unthinkable  now. 

If  this  confab  had  been  what  the  media  wanted — the 
political  equivalent  of  a  food  fight — voters  would  have 
concluded  that  Bob  Dole  was  not  fit  to  be  president  and 
the  GOP  had  no  coherent  message.  But  that  didn't  stop 
some  media  mavens  from  criticizing  Dole  and  the  GOP  for 
sticking  to  their  themes — and  presenting  them  effectively. 


THE  NEW  HEALTH  CARE  BILL 


is  disappointing,  pernicious.  It  contains  severe  criminal 
penalties  against  doctors  who  trip  up  on  the  myriad 
rules.  Supposed  safeguards  are  inadequate. 

Medical  Savings  Accounts,  the  only  hope  of  getting  a 
consumer-oriented,  patient-friendly,  affordable  health 
care  system,  have  virtually  been  emasculated.  During  a 
four-year  trial,  roughly  750,000  MSAs  will  be  permitted. 
Congress  will  then  determine  whether  eligibility  should 
be  expanded.  The  bill  dictates  MSA  policies  instead  of  let- 
ting them  develop  in  response  to  actual  market  needs. 
Because  of  the  cap  and  that  four-year  sword,  few  compa- 
nies will  try  to  enter  and  nurture  this  market. 


Privacy  provisions  are  weak.  Federal  and  state  govern- 
ment, insurers,  HMOs  and  other  providers  are  centralizing 
medical  information  in  order  to  control  costs.  Unauthorized 
people  will  potentially  be  able  to  access  sensitive  records. 

The  legislation's  mandates  concerning  insurance  porta- 
bility and  availability  to  people  with  prior  conditions,  both 
laudable  goals,  are  constructed  in  such  ways  that  public 
pressure  for  price  controls  will  grow.  If  MSAs  are  not 
expanded,  insurance  premiums  for  the  less-than-perfectly- 
healthy  will  skyrocket,  given  the  way  this  bill  has  been  put 
together.  Hillary- Kennedy  national  health  care  advocates 
will  use  this  flaw  to  push  for  socialized  medicine. 


BRAINSTORM 


The  Olympics  underscored  the  extraordinary  feats  people 
can  achieve  athletically,  but  there  is  another  kind  of  com- 
petition that  will  ultimately  do  far  more  for  our  kids  and 
our  country — the  U.S.  First  Robotics  Competition.  The 
brainchild  of  Dean  Kamen,  an  extra- 
ordinary inventor-entrepreneur,  U.S. 
First's  goal  is  to  make  science  as  excit- 
ing for  young  people  as  are  sports. 

In  this  annual  robotics  contest,  high 
school  kids  team  up  with  engineers 
and  teachers  to  build  a  robot  that  will 
then  compete  with  other  robots  in  var- 
ious sports-like  feats.  Ninety-three 
teams,  sponsored  by  corporations  such 
as  Motorola,  Honeywell,  Xerox, 
Nynex  and  Johnson  &  Johnson,  par- 
ticipated this  year,  up  from  29  teams 
when  the  competition  started  in  1992. 

A  team  receives  a  kit  of  120  parts,  then  designs  and  builds 
a  robot.  The  creation  may  weigh  no  more  than  120  pounds 


Dean  Kamen  (second  from  left)  and 
students:  Visionaries  of  the  future. 


and,  when  dormant,  must  fold  up  to  fit  inside  a  36-inch 
cube.  Putting  the  device  together  and  testing  its  agility 
against  other  robots  gets  kids'  competitive  adrenaline  go- 
ing. The  youngsters  invariably  come  away  with  more  enthu- 
siasm for  and  appreciation  of  science. 

Kamen,  whose  Edison-like  energy 
and  imagination  is  making  him  some- 
thing of  a  cult  figure  among  scientif- 
ic circles,  hopes  to  have  some  2,000 
teams  competing  by  the  turn  of  the 
century.  The  1996  contest  will  be 
televised  on  ESPN  in  September. 

Kamen  dreams  that  someday  kids 
will  be  as  familiar  with  the  names  of 
Nobel  Prize  winners  as  they  are  now 
with  sporting  giants.  That  won't 
happen,  but,  thanks  to  Kamen, 
countless  thousands  of  young  Amer- 
icans will  be  constructively  turned  on  to  an  area  that  is 
beginning  to  have  an  extraordinary  surge  of  creativity. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunninjjham  and  Tom  Jones. 


•  The  Terrace— 400  West  119th  St.  (Tel.:  666-9490). 
Truly  a  special  place.  Old-fashionedly  elegant  and  roman- 
tic, with  one  of  the  best  views  of  New  York  City.  Fine 
offerings,  such  as  escargot  with  basil  and  pancetta  in  an 
herb  crust  with  fried  leeks;  grilled  filet  mignon;  and  red 
snapper  Adriatic  style.  Service,  professional  and  attentive. 

•  West  63rd  Street  Steakhouse — 44  West  63rd  St. 
(Tel.:  246-6363).  One  of  New  York's  best  steak  houses. 
Genuinely,  unashamedly  luxurious.  Glamorous  setting 
(across  from  Lincoln  Center),  flattering  lighting,  impecca- 
ble service — and  mouth-w  atering  steak  and  seafood. 


Angelo's  of  Mulberry  Street — 146  Mulberry  St. 
(Tel.:  966-1277).  Always  filled  with  devotees  who  are 
happy  to  wait  in  line  to  get  in.  But  the  food  is  so-so  1950s 
Neapolitan  neighborhood' fare  served  in  big  portions  at 
not-too-modest  prices.  The  atmosphere  is  noisy,  almost 
raucous.  Service,  harried  but  well-meaning. 

•  Lemongrass  Grill — 80  University  Place  (Tel.:  604- 
9870).  Delicious  Thai  food  served  by  a  pleasant  staff. 
First-rate  appetizers:  spring  rolls  wrapped  witli  bamboo 
shoots;  chicken  satay;  vegetable  dumplings.  For  main 
courses,  try  Lemongrass  pork  chops  or  Siam  chicken.  H 
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Tiffany  Works 

It's  easy  to  choose  an  appropriate  business  gift. 
It's  quite  another  matter  to 
manage  an  entire  business  gift  program. 

Because  even  if  your  taste  is  impeccable, 
even  if  the  design  is  timeless, 
even  if  it  is  well  within  your  budget  and  even 
if  your  package  creates  instant  excitement... 
so  much  can  go  wrong. 

Tiffany's  Corporate  Division  takes  your 

business  gift  program  seriously. 
So  the  right  gift  arrives  in  the  right  hands 
at  the  right  time.  Every  time. 
Tiffany  works. 


Tl  FFANY  &  CO. 

FOR  INFORMATION  ON  A  TIFFANY  CORPORATE  ACCOUNT,    CALL  1-800-770-0080  EXT.  10 


A  promise  tkat  puppy  kisses  are  the  very  Lest  kind.  For  now,  anyway. 


A  promise  to  teack  you  tkat  tke  more  love  you  gfive,  the  more  love  you  gfet. 


A  promise  tkat  in  some  way,  I'll  always  ke  kekind  you. 


Nothing  binds  us  one  to  tke  other  like  a  promise  kept.  For  more  than  140  years,  we've  heen  helping  people 
:eep  their  promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's  why  families  and 
lusinesses  rely  on  us  to  insure  their  lives  and  their  financial  future.  We  help  you  keep  your  promises!' 

Life    &    Disability    Insurance    *    Annuities    «    Pension    &    Retirement    Products    •>    Investment  Management 


(51996  Massachusetts  Mutual  Lite  Insurance  Co..  Springfield,  MA  01111  •  http  //www.massmutual.com 
Securities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary. 
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Other  Comments 


Masterful  Plan 

Selling  [Bob  Dole's  15%  tax  cut]  will 
not  be  easy,  given  some  of  Dole's  past 
statements  (jokes  about  supply-siders 
driving  off  a  cliff)  and  votes  (pushing 
tax  increases  throughout  the  1980s). 
Democrats  will  make  the  tax  cut  a 
character  issue,  arguing  that  Dole  will 
abandon  his  principles  to  win  an  elec- 
tion. But  the  charge  need  not  stick  if 
Dole  advances  his  plan  and  the  ratio- 
nale behind  it  widi  conviction.  And  if 
Dole  is  indeed  a  convert  to  tax  cuts, 
he  may  even  pick  up  another  habit  of 
Ronald  Reagan's:  winning  votes. 
-National  Review 

Higher  Order 

After  the  Roman  Empire's  col- 
lapse, the  medieval  society  that 
emerged  was  a  set  of  disjointed  and 
clashing  parts  subject  to  no  central  or 
effective  secular  authority.  Only  the 
Church  offered  an  organizing  princi- 
ple, which  was  the  reason  for  its  suc- 
cess, for  society  cannot  bear  anarchy. 
-Barbara  W.  Tuchman, 
A  Distant  Mirror 

Power  to  the  Patient 

Progress  in  health  care  reform  has 
been  delayed  until  now  because  the 
experts  most  often  consulted  repre- 
sent the  traditional  insurance  or 
health  maintenance  organization  men- 
talities. Neither  group  understands 
medical  savings  accounts  or  has  ever 
worked  with  a  real  MSA  plan.  The 
people  who  do  understand  the  MSA 
idea  are  health-policy  analysts  who 
have  watched  the  patient-power  revo- 


"That's  the  catnip  channel.  We  had 


lution  in  health  care.  As  their  voices 
start  to  be  heard  in  the  policy  debate, 
public   opinion    undoubtedly  will 
move  in  favor  of  MSAs. 
-John  C.  Goodman,  president, 
National  Center  for  Policy 
Analysis,  Wall  Street  Journal 

I  don't  think  there's  a  clear 
definition  about  what  Democrats 
are  all  about.  People  just  don't 
think  we're  relevant. 

-State  Senator  Ted  Mondale 
(D-Minn.),  son  of  former 
Vice  President  Walter  F.  Mondale, 
New  York  Times 

Vicious  Circle 

Outside  of  their  profession,  lawyers 
have  become  symbols  of  everything 
crass  and  dishonorable  in  American 
life;  within  it,  they  have  become  in- 
creasingly combative  and  uncivil 
toward  each  other.  Of  course,  it  is  also 
true  that  while  Americans  revile  law- 
yers, they  have  a  hand  in  this  mess  be- 
cause they  have  turned  virtually  every 
kind  of  unhappiness  into  a  legal  claim. 
-John  Marks, 
U.S.News  &  World  Report 

Old  Glory 

Whatever  happened  to  old  ladies? 

Nowadays,  although  some  women 
are  chronologically  older  than  others, 
a  combination  of  fashion,  makeup, 
hair  dye,  diet  and  exercise  (and,  in 
some  cases,  cosmetic  surgery)  creates 
a  sort  of  agelessness  that  sets  in  about 


take  it  to  get  the  cheese  channel." 


40.  That's  the  age  when  women  used 
to  begin  to  try  to  look  like  old  ladies. 

Grandmothers  have  become  pret- 
tier, but  they're  no  longer  formida- 
ble. The  old  ladies  of  times  past  will- 
ingly exchanged  allure  for  authority. 

When  Barbara  Frietchie  chal- 
lenged Stonewall  Jackson,  "Shoot  if 
you  must  this  old  gray  head/But 
spare  your  country's  flag,"  she  wasn't 
risking  much.  No  man  in  the  Con- 
federate Army  would  have  laid  a 
hand  on  a  gray-haired  old  lady  ex- 
cept to  help  her  cross  a  street. 
-Naomi  Bliven, 
New  York  Times  Magazine 

Time  to  Crash  It 

The  Federal  Reserve  vividly  illus- 
trated its  new  stance  in  1994,  when  it 
raised  interest  rates  six  times.  Just  as 
the  long-awaited  economic  recovery 
was  picking  up  steam,  the  Fed  slowed 
employment  growth.  It  claimed  that 
its  action  was  necessary  to  prevent 
inflation  from  accelerating,  but  never 
produced  compelling  evidence  of  the 
danger  of  inflation.  Defenders  of  the 
Fed  say  that  it  will  always  be  criti- 
cized for  taking  away  the  punch  bowl 
just  when  the  economic  part}'  is 
warming  up.  However,  the  real  prob- 
lem is  that  most  working  Americans 
haven't  been  invited  to  the  party. 
-Thomas  I.  Palley, 
Atlantic  Monthly 

Oh,  Baby! 

With  2,400  inquiries  a  day,  Ger- 
ber's  toll-free  baby  help  line  gets  more 
than  just  run-of-the-mill  questions 
from  nervous  first-time  moms.  Some 
of  the  stranger  queries  operators  have 
fielded  at  1-800-4GERBER 

•I've  been  using  a  can  opener  to 
open  the  baby  food.  Can  I  just  screw 
off  the  tops? 

•My.  baby  ate  the  coupon.  Can  I 
still  redeem  it? 

•What  side  do  you  part  a  baby's 
hair  on? 

•Do  I  send  in  the  whole  bottle  or 
just  the  label  with  the  UPCs? 

•How  many  years  apart  should 
you  space  your  children? 
-Newsweek  WM 
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Hats  Off 


Roadway  puts  a  lid  on  this  problem. 

The  Bollman  Hat  Company  was  under  the  gun.  A  large 
retailer  had  insisted  that  Bollman  provide 


electronic 


Advance  Shipment  Notices 


—or  pay  stiff  fines 
With  the  'drop-dead'  date  only  a  few  weeks  away,  Bollman  Hat 


risked  losing  a  valuable  account. 


Roadway's  local  customer  service  team  sprang  into 
action.  Sales  rep  Ernie  Magalotti  understood  Bollman's 
dilemma  and  knew  Roadway's  E-Z  P<lCksm 


shipment  management  software  could  help  the 
hatmaker  meet  its  customer's  demands. 
The  Bollman  people  were  impressed.  "Roadway 

says  Bollman 
Vice  President  Chris  Fitterling.  "In  just  a  few  weeks, 
Roadway's  support  team  had  the  new  software  installed 
and  we  transmitted  our  first  ASN  to  the  retailer.  It's 


the  future  of  shipping. 


Product  turnaround  time  has  improved  dramatically. 
Hats  off  to  a  three-way  win  for  Bollman,  the  retailer,  and  Roadway!" 

IM^£f£[  i  Roaclway  blends  the 

dWAV  i  ^^^nostefficie^Ttnetwc^  the  best  work  force 
in  the  industry  to  deliver  exceptional  customer 
service  to  you. 


ROADWAY 

express 


Call  your  local  service  center  today  or  Roadway  toll-free  at. 


1-800-257-2837 


http://www.roadway.com   e-mail:  rexmail@roadway.com 


Exceptional  Service.  .  .No  Exceptions' 
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Full-Function 
Notebook 

Lithium  Ion 
Battery 

Internal 
Diskette  Drive 

configure 


Choice  of  SVGA 
displays  J rom 
11.3"  CSTN 
to  11.8"  CTFT. 


Up  to 
133  MHz 
Pentium* 
processor, 
hard  drives 
up  to  1  GB. 


This  base  is 
detachable 
and  houses  the 
CD-ROM. 


The  Compaq  Armada  4100.  If  It: 

Its  your  call.  On  one  hand,  its  a  full-function  notebook.  Or  in  a  snap  it's  multimedia  with  CD-ROM.  Or  its  lean  and  mean 
fax  machines*  and  dual  speakers  for  incredible  16-bit  stereo  sound.  And  it's  Internet-ready.  The  new  Compaq  Armada  4100.  Its  h 


'  1996  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  SpccdPaq  and  Armada  arc  trademarks  of  Compaq  Computer  Corporation.  *Speakcrphon< 
answering  machine  require  Compaq  SpeedPaq  288  Telephonv  Modem,  available  in  Summer  1996  Pax  machine  requires  modem.  The  Intel  Inside  Logo  and  Pentium  arc  registered  trademarks  and  the  Pentium 

Pro,  .  ssor  Logo  is  a  trademark  ot  the  Intel  Corporation.  Other  products  mentioned  mav  he  trademarks  of  their  respective  companies. 


c  o  n  f  i  g  u  r  e 

3 

Slimline 

5.1  Lbs. 

1.5"  Thick 

4 

Rest 

Relaxation 

Peace  of  Mind 

ouchpad 
an  be 
■placed 

y  an  optional 
ackball. 


Memory 
expandable 
up  to 
48  MB. 


Internal  diskette 
drive  is  replaced 
by  a  battery. 


ot  One   Thing,   It's  Another. 


es  for  three  batteries  with  up  to  10  hours  of  life.  It's  a  virtual  office  too-complete  with  a  full  duplex  speakerphone,  answering  and 
er  the  task  at  hand.  One  way  or  another.  For  more  information,  call  1800-853-9521.  Or  visit  our  site  at  www.compaq.com. 


COMPAQ. 

Has   It   Changed   Your   Life  Yet? 


Get  3  Months 

FREE 

All  in  one  place. 
All  at  your  fingertips. 


Fidelity  RealTime 
Research™  Package 


Private  Internet  Homepage 

Investor's  Guide  to  the  Internet 
The  Latest  from  Standard  &  Poor's 

Investor's  Monthly 

Stock  Screens 

The  Oudook 

FundsNetwork*  FundScreens 
On-Demand  Research  Reports 

Vickers 

First  Call 

Argus 

Wrap-Up  Reports  on  Your  Holdings 
. . .  and  those  are  just  the  highlights. 


Introducing 

RealTime 

Research. 


Now  you  don't  have  to  go  any  further  than  your  Fidelity  brokerage  account  to 


get  information  on  any  investment  you  own.  Or  on  any  one  you're  considering 


Because  our  new  RealTime  Research  Package  delivers  just  about  any  and 
every  market  fact  you  could  ask  for.  Exactly  when  and  how  you  want  it. 

It's  the  kind  of  independent  research  and  timely  analysis  of  stocks,  mutual 
funds,  and  industries  that  you'd  ordinarily  have  to  hunt  far  and  wide  to  find 
for  yourself.  Just  take  a  look  at  the  chart. 

It  lets  vou  download 


We  even  built  a 


Private  Internet  Homepage  for  you. 


most  of  your  research.  As  well  as  wire  into  over  200  sources  of  investor 
information  on  the  Net. 

Don't  make  another  move  without  RealTime  Research.  And  right  now  we'll 


waive  the  monthly  fee  for  three  months  if  you  act  right  away  and  open 
an  Ultra  Service  Account®1  Call  us  todav. 


It's  time 


Fidelity 
Investments® 


1-800-544-0003        24  hours  a  day  http://www.fid-inv.com 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.-9  p.m.  ET. 

For  more  information  on  any  Fidelity  mutual  fund  or  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  prospectuses  carefully  before  you  invest  or  send  money. 

'The  $5  monthly  fee  will  he  waived  for  three  months  if  you  sign  up  for  the  service  by  10/31/96.  After  the  three-month  period,  you  will  be  required  to  pay  the  $5 
monthly  fee  if  you  don't  have  at  least  $50,000  or  more  in  combined  Fidelity  mutual  hind  or  brokerage  accounts  (maintained  by  Fidelity7  Service  Company  or  Fidelity 
Brokerage  Services,  Inc.)  as  of  the  last  business  day  of  the  month,  or  if  you  have  not  made  10  or  more  commission-generating  trades  in  the  preceding  1 2  months  in  the 
aggregate  under  all  Fidelity  brokerage  accounts  registered  to  your  Social  Security  number  or  that  list  your  Social  Security  number  for  the  custodian  of  a  Uniform 
Gift/Transfers  to  Minors  Act  account.  Please  call  for  more  details.  RealTime  Research  is  a  service  mark  of  FMR  Corporation.   Fidelity-  Distributors  Corporation.  Fidelity 
Brokerage  Services,  Inc.  Member  NYSF,.  SIPC. 
2b/ 13697.001 


THE  BOOKS  OF  SUMMER  IV 


This  summary  of  summer  reading  is  my  annual  chance  to 
return  to  my  love  of  book  reviewing.  Once  again,  here  goes. 

Bosnia:  A  Short  History  by  Noel 
Malcolm  (New  York  University  Press, 
$26.95)  is  the  most  valuable  guide  I  have 
seen  about  what  the  author  correctly 
describes  as  "a  land  with  a  political  and 
cultural  history  unlike  that  of  any  other 
country  in  Europe"  and  a  country  that 
the  world  allowed  to  be  virtually 
destroyed  in  1992-93. 
In  clear,  fluent  prose  Malcolm  explores  Bosnia's  roots, 
having  exhaustively  researched  the  innumerable  peoples 
and  factors  that  contributed  to  what  Bosnia  had  become 
by  the  1980s.  The  author  highlights  Bosnia's  history  as 
part  of  the  Austro- Hungarian  Empire  that  ended  in 
1918.  He  examines  the  effects  of  World  Wars  I  and  II  on 
the  area,  including  the  German  occupation  that  lasted 
until  partisans  liberated  it  in  1945.  Of  course,  of  greatest 
interest  to  readers  will  be  the  chapters  dealing  with  the 
death  of  Yugoslavia  and  the  destruction  of  Bosnia  itself. 

Mr.  Malcolm  faults  the  West  for  encouraging  Serbia  in 
its  destruction  of  Bosnia  and  points  out  the  folly  of  the 
various  plans,  starting  with  Vance-Owen,  that  allowed 
Serbia's  aggression  to  succeed.  "The  final  death-warrant 
for  Bosnia  was  written  on  22  May  [1993]  in  Washing- 
ton, at  a  gathering  of  the  foreign  ministers  of  Britain, 
France,  Russia  and  the  USA,"  writes  the  author.  All  talk 
of  possible  air  strikes  or  other  effective  deterrents  to 
Serbian  aggression  was  dropped,  and  Bosnia's  2  million 
Muslims  were  to  be  forced  into  a  number  of  "safe  areas," 
with  no  provision  to  guarantee  their  safety.  The  Dayton 
Plan  will  not  be  of  any  lasting  help  because  the  Bosnian 
Serbs,  the  nastiest  of  all  the  war's  participants,  were  not 
even  a  party  to  the  discussions  held  or  agreements 
reached,  and  the  Serbian  Serbs  seem  unwilling  or  unable 
to  control  their  "Serbian  brothers"  in  Bosnia. 

Happier  reading  is  Below  the  Parapet 
by  Carol  Thatcher  (HarperCollins,  Lon- 
don, £16.99).  This  biography  of  Sir 
Denis  Thatcher,  by  one  of  his  and  Lady 
Thatcher's  twins,  is  a  cheerful,  well-writ- 
ten and  much  needed  tribute  to  the 
important,  effective  role  Sir  Denis  played 
in  the  revitalization  of  Great  Britain  dur- 


ing his  wife's  long  prime  ministership.  The  title  comes 
from  his  conclusion  that  he  could  best  serve  and  help  his 
wife  by  keeping  his  head  down  and  maintaining  as  low  a 
profile  as  possible  given  the  public  life  he  and  she  lived 
while  she  dominated  the  world  stage. 

Sir  Denis'  humor,  his  enjoyment  of  golf  and  his  devo- 
tion to  his  wife  became  part  of  the  national  lore.  He 
always  saw  his  wife  as  a  heroine.  Once  when  he  was 
asked  if  he  did  not  think  the  Prime  Minister  "looks  fan- 
tastic in  her  new  blue  suit,"  he  replied,  "She's  been 
looking  beautiful  for  35  years." 

This  book  is  more  than  fascinating  anecdotes,  howev- 
er. It  is  a  splendid  study  of  the  thus-far-unwritten-about 
personal  side  of  Mrs.  Thatcher  and  her 
administration,  and  of  Sir  Denis'  part  in 
it.  Altogether,  this  is  a  delightful  and 
admiring  family  biography. 

A  trip  to  Savannah  and  Charleston 
prompted  the  reading  of  a  current  best- 
seller, Midnight  in  the  Garden  of 
Good  and  Evil  by  John  Berendt 
(Random  House,  $25).  This  mesmeriz- 
ing recounting  of  a  real  murder  in 
Savannah  reads  like  a  novel.  The  author,  an  editor  and 
columnist,  has  a  rare  talent,  and  his  skills  have  produced 
a  study  of  an  extraordinary  city  and  the  even  more  extra- 
ordinary characters  who  make  Savannah 
and  the  book  so  interesting. 

Two  short  books  that  added  gready  to 
my  summer's  reading  pleasure  (disclosure: 
these  books  are  published  by  my  wife's 
Windswept  House  Publishers,  Mt.  Desert, 
Me.)  are  The  Tested  Man  by  John  Chris- 
topher Fine  ($10)  and  The  Perimeter  by 
Marianne  Hancock  ($7.95). 
The  first  is  a  series  of  short  tales  of  the  sea 
that  pit  man  against  the  elements — highly 
suitable  for  Maine  and  somewhat  reminis- 
cent of  early  Ernest  Hemingway.  The  sec- 
ond tells  the  story  of  a  Red  Cross  worker 
assigned  to  various  Royal  Air  Force  and  U.S. 
units  during  World  War  II.  It  is  an  exciting, 
well -told  account  of  a  personal  wartime  love 
story  that  in  its  frankness  and  detailed  memories  gives  a 
splendid  idea  of  what  that  now  long-ago  war  was  like.  ■■ 
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California  dreamiir 


BY  ROBERT  U  FRANCO 


A  shapely 
young 
masseuse 
named  Emma 
tubbed  me 
with  "anti- 
stress  essential 
oils."  Ahhhh... 


I'm  lying  face  down  on  a  stiff  folding  table  in 
my  Los  Angeles  living  room  when  a  young  man 
called  Christopher  Achilles  Zaferes  takes  my 
neck  and  bends  it  with  a  forceful  twist.  Snap!  I 
flip  over.  With  all  his  weight  Zaferes  pushes 
down  on  my  hips.  Crackle!  Next  he  grabs  my 
left  arm  and  gives  it  a  good  yank.  Pop!  I  feel 
light-headed,  woozy.  Zaferes  assures 
me:  "It's  a  bit  gnarly,  but 
it  is  very  good 
treatment." 

Zaferes,  whose 
400-name  client  list 
includes  Farrah  Faw- 
cett,  insists  that  the 
spine  "adjustment" 
will  improve  the  "com- 
munication" between 
my  brain  and  my  organs. 
(For  $120— the  cost  of 
an  initial  visit — it  had 
better  do  something.)  He 
recommends  one  adjust- 
ment a  month,  but  I  know  a 
florist,  Jody  Jackman,  who 
gets  adjusted  three  times  a 
week  and — I'm  not  kidding — 
has  her  two  dogs  treated,  too. 

Californians  love  this  stuff. 
There  are  11,128  licensed  chiropractors  in  Cal- 
ifornia, more  than  double  the  number  in  New 
York  State.  Acupuncturists?  California  has 
5,988;  New  York  has  754.  So  when  I  moved 
here  from  New  York  in  January,  I  figured  that 
rather  than  resist  the  silliness,  I'd  jump  right  in. 


First  came  acupuncture.  Emperor's  College 
of  Traditional  Oriental  Medicine  had  a  special 
introductory  rate  of  just  $10.  With  needles 
jabbed  into  my  legs,  arms,  belly,  chest  and 
hands,  I  was  promised  my  listlessness  would 
vanish.  For  extra  help,  I  paid  $18 
\  for  a  week's  supply  of  crushed 
Chinese  herbs. 

Next  I  tried  the  $90  seaweed 
wrap  at  the  Kenneth  George 
Sanctuary  in  Santa  Monica. 
Emma  Sharp,  a  shapely 
young  masseuse,  dry- 
brushed  my  body  with  soft 
bristles  to  help  discharge 
toxins,  and  then  rubbed 
me  with  "antistress  essen- 
tial oils."  Later  she 
smeared  on  me  a  warm 
paste  of  Dead  Sea  kelp 
and  rinsed  me  off  with 
warm  water  jetted 
onto  five  of  my 
body's  sensitive  spir- 
itual energy  zones. 
Ahhhh... 
The  spinal  adjustment  was  next. 
Then  the  food-combining  diet:  Nothing  but 
fruit  before  noon;  then,  for  the  rest  of  the  day, 
no  mixing  of  proteins  with  carbohydrates.  Now 
I  order  burgers  without  a  bun,  and  the  waiters 
don't  miss  a  beat. 

Has  it  all  been  worth  it?  I  can't  say  I  feel  any 
better,  although  I  have  lost  5  pounds.  But  at 
least  I  can  say  I'm  a  true  Californian — for  now. 


Thank  heavens  for  Jerry  Seinfeld 


The  clock  is 
ticking.  My 
AOL  charges 
are  mounting. 
I'm  desperate. 
So  I  rip  the 
phone  line  out 
of  the  wall. 


One  night  after  dinner  I  decide  to  do  the 
hip  thing  and  surf  the  Net.  I  log  on  to  Ameri- 
ca Online  and,  with  a  click  of  my  mouse,  check 
out  the  New  York  Times  site.  A  message 
appears:  "It  will  take  a  few  minutes  to  down- 
load the  art  "  So  I  wait.  And  wait.  And  wait. 

I  go  the  kitchen  for  a  glass  of  iced  tea.  I  return. 
Finally,  it's  up.  I  read  a  few  headlines  that  I've 
already  read  on  paper  that  morning.  Bored,  I 
move  to  the  Olympic  site:  "Adding  artwork. 
Please  wait. ..."  So  I  wait.  I  sip  my  iced  tea.  I 
wait.  Finally,  I  double-click  on  a  little  icon  with 
an  image  of  a  swimmer.  My  screen  freezes. 
"Sorry,  a  system  error  occurred.  America 
Online  v2.7  error  type  11.  Restart." 

I  reboot.  I  try  to  log  on.  "Couldn't  find  file 
'Online  Database.'  That  file  is  required."  I 
search  my  hard  drive  and  discover  the  missing 
Online  Database.  I  log  on  again.  "Couldn't 
find  file  'Online  Database.'  That  file  is 


required."  I  reboot.  I  try  again.  "Couldn't  find 
file  'Online  Database.'  That  file  is  required." 

I  call  aol.  A  nice  young  man  advises  me  to 
reinstall  my  AOL  software.  I  do  so.  Then  I  log 
on.  "Adding  artwork.  Please  wait. . ."  Ten  min- 
utes pass,  and  still  no  artwork.  That's  when  I 
realize  my  computer  is  communicating  at  2,400 
bits  per  second,  not  the  usual  28,800.  Why? 
Who  knows,  but  I  see  no  way  to  stop  the  inter- 
minable download.  And  the  clock  is  ticking, 
and  my  AOL  charges  are  mounting.  I'm  desper- 
ate. So  I  rip  the  phone  line  out  of  the  wall  to 
disconnect  the  modem. 

I  plug  back  in  and  reboot.  I  log  on  to  AOL. 
Everything's  going  swell.  I'm  hanging  out  in 
the  chat  room  for  pet  owners.  Then,  this: 
"Sorry,  a  system  error  occurred.  America 
Online  v2.7.  Restart." 

I  turn  off  the  computer,  turn  on  the  televi- 
sion and  watch  a  rerun  of  Seinfeld.  -N.M. 
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1-800-4NO-GAIN 


BY  TIM  W.  FERGUSON 


One  consumer 
group  got 
$1.1  million 
to  fight  the 
phone  compa- 
nies on  my 
behalf.  Thanks 
for  nothing. 


WE  CALIFORNIANS  are  barragcd  with  advertise- 
ments for  Caller  ID.  GTE  is  eager  for  me  to  spend 
$7  a  month  on  a  service  that  will  display  the 
phone  number  of  the  person  calling  me.  Sounds 
like  a  good  idea,  but  then  I  remember  that  only 
a  few  months  ago  I  was  swamped  with  dire 
advertisements  warning  diat 
Caller  ID  would  invade  my  ~~ ~ " — ~ ~ 
privacy.  "Your  phone 
number  will  be  given  out  to 
anybody  you  call  if  they 
have  a  service  known  as 
Caller  ID — even  if  your 
number  is  unlisted,"  one 
popular  radio  spot  blared 
ominously. 

Both  of  these  messages 
have  come  from  the  phone 
companies. 

It  makes  no  sense.  But  this  is  California, 
where  the  state  Public  Utilities  Commission 
forces  the  phone  companies  to  hand  over 
money  to  consumer  lobby  groups  who  then 
contest  much  of  what  the  phone  companies  are 
trying  to  do.  One  group,  called  Toward  Utility 
Rate  Normalization,  got  $1.1  million  over  the 
past  two  years  to  fight  California's  telecom  firms 
on  my  behalf.  Thanks  for  nothing.  This  con- 
sumerism is  one  big  reason  why  California  is  the 


i  REVIEW* 


last  state  in  the  nation  to  get  Caller  ID.  It's  also 
why  Pacific  Bell  was  required  to  spend  $33  mil- 
lion on  a  media  campaign  in  six  languages 
(including  Spanish,  Korean,  Chinese,  Viet- 
namese and  Tagalog)  to  instruct  people  in  ways 
to  prevent  calls  from  being  tracked.  GTE  had  to 
pony  up  $16  million.  The 
s  phone  folks  are  forced  to 
warn  you  against  the  prod- 
uct before  they  can  even 
begin  pushing  it. 

This  was  life-or-death 
stuff  in  some  quarters.  Edi- 
torial writers  at  the  Los 
Angeles  Times  pronounced 
it  "shameful"  that  still  more 
wasn't  done  to  warn  people 
off  Caller  id.  The  worry: 
that  we'd  unwittingly  dial 
up  parties  who  would  turn  our  numbers  against 
us  for  purposes  of  harassment  or  worse.  Now, 
however,  the  telecom  industry  is  spending  mil- 
lions alarming  us  about  malevolent  strangers 
again — only  this  time  as  reason  to  buy  Caller  ID. 

I  say  to  the  patronizing  consumerists:  Why 
don't  you  try  finding  a  way  to  punish  the  phone 
abusers — the  telemarketers  and  junk-faxers — 
instead  of  hamstringing  technology  that  at  least 
affords  me  a  chance  at  self-defenser  H 


DELETE 


THE  FORBES  INDEX 


EDITED  DV  SHLOMO  I.  REIFMAH 


David  Bolotsky,  a  retail  ana- 
lyst at  Goldman,  Sachs, 
thinks  that  retailers  can 
expect  up  to  a  4%  gain  in 
same-store  sales  this  Christ- 
mas season  over  last  year. 
In  1995  the  gain  was  only 
2%  more  than  in  1994.  One 
reason  for  Bolotsky  s  fore- 
cast: the  increase  in  Ameri- 
can workers'  paychecks. 
Real  average  hourly  wages 
for  the  three  months  ending 
in  June  were  up  1.2%,  to 
$10.72  per  hour.  During  that 
period  in  1995  workers'  pay- 
checks slipped  0.1%. 
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Current  278.2*        Previous  276. 6*       Percent  change 


'Preliminary  tRevised 


The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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LivE/y^e  Legend 


Many  kotels  inspire  praise. 
Ours  nave  inspired  movies,  books 
and  a  television  series. 


The  Fairmont's  unparalleled  elegance 
and  world-class  service  have  been  stirring 
hearts  and  imaginations  for  over  a  century.  In  fact,  our  credits 
include  bestsellers  such  as  "Eloise,  the  hit  series  "Hotel" 
and  numerous  film  classics  ranging 
from  "Breakfast  at  Tiffany s  to 
"Home  Alone  2"  And  of  course, 
you  won  t  fnd  a  more  perfect  setting 
for  your  vacation  or  business  travel. 
To  experience  these  legendary  hotels  for  yourself,  simply  call 
"^■^^JfflESflP^   (800)  527-4727 for  more  information  or 
reservations.  The  rave  reviews  will  follow. 


AMERICA'S  GRAND  HOTELS,  SINCE  1907 


Chicago  •  Dallas  •  New  Orleans  •  San  Francisco  •  San  Jose 
The  Fairmont  Copley  Plaza.  Boston  •  The  Plaza.  New  York 


i'm  even  thinking 

of  buying 
a  bed  &  breakfast 
to  show  it  off  in. 


do  you 
think  we  better 
get  more 
aggressive? 


set  American 
folk  art. 


Retirement  Planner:  Assess  Goal 


Annual  savings  needed 


What  you 
need 
to  save 

$13,921 


What  you 
are  saving 
today 
$14,500 


What  if?  That's  not  something  a  lot  of  retirement  planners  can  immediately  answer.  But 


Prudential  Securities'  new  Personal  Financial 


-  5 IV) 

Architect    software  program  is  different. 


introducing  the  instant  response 
retirement  planner. 


With  it,  a  Prudential  Securities  Financial  Advisor  can  test  your  various  retirement  scenar- 
ios RIGHT  IN   FRONT  OF  YOUR  EYES.  WE'LL  SHOW  YOU   INSTANTLY  HOW  DIFFERENT  VARIABLES  COULD 

affect  your  retirement  goals. 

This  free  detailed  analysis  of  your  situation  explores  your  savings  options.  And  before 
you  leave,  you'll  get  an  1 n  -depth  written  report  with  the  results  of  your  consultation. 

It's  important  for  us  to  understand  your  DREAMS  AND  CONCERNS,  not  just  your  finances. 
Because  the  better  we  know  you,  the  better  we  know  what  investment  solutions  are  right  for 
you.  Come  see  what  possibilities  your  future  holds.  Call  1-800-654-5454,  ext. 100  today. 


Prudential  SecuntiesC^ 

Knowing   the  Investor5 


i  hope  Jack  gets 
that  scholarship 
...but  what  if 
he  doesn't?" 


What's  Intel  doing  in  the  entertainment  business? 
Farsightedly  stimulating  demand  for  its  basic  product. 

Intel's  palace 


By  Damon  Darlin 

In  a  Victorian-style  parlor  an 
unclad  woman  coos,  "Hi  there, 
Studpuppy,"  but  Studpuppy,  who 
looks  like  a  g<2  model,  is  more  inter- 
ested in  chatting  up  two  other 
guests,  one  a  Groucho  Marx  look- 
alike,  the  other  in  red  sunglasses. 

You're  in  the  Palace,  an  Internet 
chat  room  where  Studpuppy  and 
other  digitized  characters  called 
"avatars"  cyber-converse.  The 
Palace  is  one  of  about  four  dozen 
venture  capital  investments  under- 


taken by  Intel  Corp.,  the  world's 
largest  and  most  successful  semi- 
conductor maker,  with  1995  rev- 
enues of  $16.2  billion  and  profits  of 
$3.6  billion. 

What's  Intel  doing  in  the  enter- 
tainment business?  Just  experiment- 
ing. Its  main  thrust  remains  high 
technology,  but  its  position  out  there 
on  the  frontiers  of  computers  and 
communications  gives  it  a  perspective 
on  some  of  the  businesses  that  are 
being  transformed  by  technology.  As 


a  sort  of  sideline,  Chief  Exec- 
utive Andrew  Grove  has  invest- 
ed about  $70  million  in  start- 
ups— many  in  entertainment  or 
consumer  businesses.  This  is 
small  change  for  Intel — only 
about  one  week's  profits — but 
enough  to  put  Intel  in  the  ranks 
of  Silicon  Valley's  top  ten  venture 
capital  firms. 

Among    Intel's  investments: 
Reston,    Va. -based  CyberCash, 
which  is  developing  an  on-line  pay- 
ment system;  Citrix  Systems,  a  Coral 
Springs,  Fla.  maker  of  software  to 
link  users  on  the  Internet;  Cnet,  a 
newly  public  San  Francisco  company 
that  develops  shows  for  the  Internet 
and  for  cable  television;  OnLive! 
Technologies,  an  Internet  chat  room 
program  that  offers  three-dimensional 
avatars;  Illustra,  an  object-relational 
database  provider  sold  last  year  for 
$400  million  to  Informix;  and  biz 
travel.com,  an  on-line  travel  service. 

Intel  isn't  backing  these  business- 
es to  make  money  for  shareholders, 
though  they  usually  do.  Its  motive  is 
to  create  products  that  will  encour- 
age people  to  use  more  Intel  com- 
puter and  communications  products. 
There's  an  interesting  historical  par- 
allel: In  the  early  days  of  electricity 
many  makers  of  generating  equip- 
ment got  into  the  appliance  business 
to  stimulate  demand  for  their  basic 
products. 

Intel  knows  that  unless  consumers 
can  be  kept  interested  with  new 
products,  it  won't  be  able  to  keep  up 
anything  like  its  current  torrid 
growth  rate  and  much  of  its  invest- 

Intel  veteran  Leslie  L.  Vadasz 

He's  made  Intel  one  of  Silicon  Valley's 

most  influential  venture  capitalists. 
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ment  in  new  plants  and 
equipment  will  be  useless.  "We  are 
betting  fortunes  on  products  that 
haven't  been  designed  and  markets 
that  don't  exist,"  says  Intel's  vice 
president,  Avram  Miller. 

By  early  1998  computers  with  the 
new  digital  videodisk  (dvd)  players 
(see  story,  p.  134)  will  be  available  for 
under  $2,000 — and  thereafter  will 
drop  rapidly  in  price.  These 
machines  will  use  Intel's  new  mmx 
chips,  and  Intel  is  counting  on  new 
features,  such  as  DVD,  not  only  to 
encourage  people  to  trade  up  their 
computers,  but  also  to  lure  in  hold- 
outs by  offering  irresistible  products 
and  gadgets. 

Leslie  L.  Vadasz  is  Intel's  senior 
vice  president  for  corporate  business 
development  and  has  been  with  the 
company  since  its  startup  days  less 
than  30  years  ago.  "It  is  all  part  of  a 
conscious  effort  to  use  all  the  levers 
we  have,"  he  says  of  the  outside 
investment  program.  "If  the  total 
business  grows,  we'll  get  our  share. 
If  it  doesn't  grow,  we  won't  grow." 


Consider  the 
Palace  chat  room  program.  It  began 
life  as  a  Time  Warner  project,  but  got 
lost  inside  the  media  conglomerate. 
It  was  rescued  by  Intel,  which  in  turn 

"We  are  betting 
fortunes  on  products 
that  haven't  been 
designed  and  markets 
that  don't  exist,"  says 
Intel's  Avram  Miller. 


approached  Silicon  Valley  venture 
capital  firms. 

Earlier  this  summer,  along  with 
its  investment,  Intel  sent  over  some 
new  managers,  among  them  a  new 
chief  executive,  Michael  Maerz,  for- 
merly vice  president  of  Intel's  Inter- 
net and  Communications  Group. 
(Time  Warner  retains  an  interest, 
and  Japan's  Softbank  has  also 
invested.) 

"The  next  killer  app  ["applica- 
tion"] is  use  of  the  Internet  for  on- 
line socialization,"  Maerz  predicts. 
He  envisions  people  watching  a 


A  cyber-chat  room  in  the  Palace 
Microsoft  is  also  investing  in 
producers  of  content  for  computers, 
but  Intel  has  an  edge. 


movie  or  a  ball  game  in  a  group, 
each  person  on  his  own  comput- 
er and  in  his  own  home  making 
comments  through  his  avatar  as 
he  watches.  New  applications 
will  require  considerably  more 
computing  power  than  is  com- 
monly available  on  today's  PCs. 
The  new  mmx  chips  will  pro- 
vide the  power. 

Avram  Miller  is  Intel's 
ambassador  to  Hollywood. 
Sporting  shoulder-length, 
wavy  hair  and  wide-lapel 
Italian-cut  suits,  he's  not 
your  typical  Intel  engineer. 
In  January,  in  a  joint  ven- 
ture with  the  agents  at 
Creative  Artists  Agency, 
Miller  began  setting  up  a 
"media  lab"  in  caa's 
Beverly  Hills  building. 
There,  television  and  movie 
folks,  particularly  actors,  writers  and 
directors,  will  be  walked  through 
demonstrations  of  the  possibilities  of 
computer  entertainment.  "We  want 
to  be  the  best  friend  of  the  media 
company,"  says  Miller. 

Microsoft's  Bill  Gates  is  also 
investing  in  producers  of  content  for 
computers,  but  here  Intel's  Grove 
has  an  edge.  A  prominent  Silicon 
Valley  venture  capitalist  makes  the 
point:  With  its  massive  effort  to  enter 
the  entertainment,  news  and  infor- 
mation business,  Microsoft  looms  as 
a  potent  potential  competitor  to  the 
established  players.  Intel,  a  hardware 
producer,  is  at  present  no  such 
threat.  "Dealing  with  Microsoft,  you 
are  always  thinking,  Ts  there  a  com- 
petitive threat?'  "  says  the  venture 
capitalist.  "With  Intel,  there  isn't  that 
worry. " 

If  nothing  else,  Intel's  forays  into 
consumer  businesses  are  a  means  of 
keeping  a  finger  on  the  pulse  of  the 
marketplace.  "The  biggest  danger  we 
have  as  techies  is  that  we  love  the 
technology,"  says  Les  Vadasz,  who 
has  spent  much  of  his  life  designing 
chips.  Andy  Grove  is  determined 
Intel  won't  fall  into  a  hole  while 
gazing  at  the  stars.  WM 
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With  a  quirky  merchandising  ..strategy,  Helene  and  Marvin  Gralnick 
have  built  Chico's  into  a  highly  successful  garment  chain. 

The  Un-Gap 


By  Zina  Moukheiber 

A  woman  is  dipping  a  wooden  block 
into  grayish  paint  and  pressing  it  on 
light  beige  cotton  T  shirts  and  skirts, 
creating  a  geometric  motif.  Because 
she's  doing  it  by  hand,  no  two  outfits 
are  exactly  alike.  In  a  retail  industry 
suffering  from  sameness,  the  clothes 
at  Chico's  warehouse  in  Fort  Myers, 
Fla.  are  distinctive.  They  are  loose-fit- 
ting and  made  from  natural,  heavily 
textured  fabrics  such  as  cotton  and 
linen.  They  can  be  mixed  and 
matched:  A  hand-blocked  black  tunic 
can  be  worn  over  a  ribbed  malt-col- 
ored T  shirt  and  paired  with  a  long 
black  woven  skirt.  The  complete 
outfit  goes  for  $136. 

This  distinctiveness  has  paid  off. 
Helene  and  Marvin  Gralnick,  49  and 
61,  founded  Chico's  FAS  on  a  shoe- 
string in  1983.  This  women's  appar- 
el company  now  has  124  stores  and 
$60  million  in  sales.  Call  it  the  non- 
Gap  approach  to  the  rag  trade. 


Melissa  Payner 
"I  needed  to  get 
inside  Marvin's 
mind." 


Where  the  Gap  offers  turtlenecks  in 
six  colors,  Chico's  stores  will  stock  a 
fuzzy  cotton  pullover  in  just  three — 
a  washed-out  brown,  black  and  red. 

Helene  and  Marvin  Gralnick  are 
exemplars  of  what  happens  when  cap- 
italism  meets  hippiedom.  In  1964 
Marvin,  a  college  dropout  with  long, 
curly  hair,  from  Clayton,  Mo., 
hopped  in  a  pal's  beat-up  Volkswagen 
in  search  of  adventure  south  of  the 
border.  "Mexico  was  romantic  and 
fun,"  he  says.  In  Guadalajara  he  met 
and  married  Helene,  a  Miami  native. 
To  make  ends  meet,  they  designed 
fringed  leather  vests,  had  them  made 
in  Guadalajara  and  sold  them  in  the 
U.S.  "We  didn't  have  really  big 
plans,"  says  Helene,  who  sports  rows 
of  silver  bracelets  on  her  wrist.  "Just 
loving  life  and  each  other." 

Their  idyll  was  cut  short  by  the 
1976  economic  crisis  in  Mexico. 
Naive  about  currencies,  the  Gralnicks 


Chico's  founders 
Marvin  and 
Helene  Gralnick 
Exemplars  of 
what  happens 
when  capitalism 
meets  hippiedom. 


had  kept  their  money  in  pesos,  whose 
value  vanished  almost  overnight.  "So 
here  we  were  in  this  place  which  was 
romantic  and  wonderful,  and  it 
became  scary,"  says  Marvin.  "So  I 
guess  economics  brought  us  back." 

Still  seeking  the  romantic  life,  the 
Gralnicks  moved  to  Sanibel  Island, 
off  Florida's  west  coast,  but  kept  up 
their  Mexican  connections,  making 
buying  trips  to  that  country  four 
times  a  year.  On  each  trip  they  loaded 
up  on  arts  and  crafts  and  clothes, 
hawking  the  goods  in  a  small  shop  on 
Sanibel,  a  lush  retreat  frequented  by 
tourists.  They  were  not  shy  about 
marking  the  stuff  up.  They  bought 
hand-loomed  fisherman's  sweaters  for 
$8  and  sold  them  for  $50.  Because 
the  clothes  looked  one-of-a-kind,  the 
customers  didn't  seem  to  mind  the 
fancy  prices. 

In  1987  Dorothie  Dekko,  a  tourist 
from  Minnesota  enamored  with  the 
clothes,  convinced  the  Gralnicks  to 
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allow  her  to  become  a  franchisee. 
Others  followed.  "Since  Helene  and 
I  had  access  to  product,  but  didn't 
have  the  money  to  grow  on  our  own, 
we  agreed,"  says  Marvin  Gralnick, 
who  was  by  then  designing  the 
clothes  with  Helene  and  outsourcing 
the  manufacturing  in  Mexico. 

The  Gralnicks  avoided  regional 
malls.  Why?  Too  much  price  compe- 
tition, and  too  conventional.  They 
opened  Chico's  in  suburban  and 
resort  shopping  centers,  where 
people  were  more  relaxed  about 
prices.  They  decorated  the  stores, 
averaging  1,300  square  feet,  with 
Mexican  dressers  and  armoires,  which 
lent  a  festive  air.  Marvin  took  up  car- 
pentry and  built  the  first  oak  display 
crates  and  mannequins. 

In  1993,  with  sales  at  $47  million, 
the  Gralnicks  cashed  out,  reaping  $24 
million  in  cash  while  retaining  23%  of 
the  company.  To  have  more  time  to 
enjoy  their  newfound  wealth,  they 


had  brought  in  Jeffrey  Zwick,  for- 
merly a  franchisee,  to  run  Chico's. 

The  hired  manager  messed  things 
up.  He  tampered  with  Chico's  look, 
introducing  wild,  colorful  prints, 
began  to  stock  far  more  items  and 
moved  into  regional  malls.  In  short, 
he  abandoned  the  Gralnicks'  quirky 
strategy  for  a  more  conventional  one. 
Net  income  dropped  from  $6  million 
in  1994  to  $3  million  in  1995. 

So  last  year  the  Gralnicks  replaced 
him  with  Melissa  Payner,  37,  who 
had  made  a  mark  as  a  merchandiser  at 
Henri  Bendel  and  Guess.  "I  needed 
to  get  inside  Marvin's  mind  and 
know  everything  he  knew,"  says 
Payner,  who  took  a  trip  to  the  Gral- 
nicks' old  digs  in  Guadalajara.  She 
has  taken  the  merchandise  back  to  its 
original  look:  colors  solid  and  earthy, 
the  look  clean  and  sophisticated.  To 
get  better  control  of  the  merchandis- 
ing, Chico's  has  bought  back  most  of 
its  franchises. 


The  formula  seems  to  be  working 
again.  Handblocked  prints  like  those 
applied  by  the  worker  in  Florida  give 
customers  the  illusion  of  getting 
something  unique,  even  though  the 
basic  items  are  pretty  much  mass-pro- 
duced. Payner  points  out  that  the 
seeming  uniqueness  gives  the  cus- 
tomer an  incentive  to  buy:  If  she 
doesn't  buy  the  item  it  won't  be 
there  tomorrow. 

For  the  first  six  months  of  1996 
same-store  sales  were  up  3.7%,  com- 
pared with  negative  growth  among 
specialty  apparel  retailers.  Andrew 
Weinberg,  an  analyst  at  Raymond 
James,  estimates  Chico's  will  earn  39 
cents  a  share  this  year,  up  from  24 
cents  last  year.  At  $7,  the  stock  is 
trading  at  its  ii'O  price,  and  Chico's  is 
back  on  track  as  a  niche  marketer. 

And  the  Gralnicks?  They  haven't 
given  up  their  blue  jeans,  but  they 
have  exchanged  their  old  van  for  a 
sleek  black  Mercedes  320E.  ■ 
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A  lot  of  investors  were  hoping  for  a  fire  sale 
of  troubled  Japanese-held  real  estate  in  the  U.S. 
They're  still  waiting. 


Patience? 
Or  lethargy: 


By  Seth  Lubove 

Arco  Pi.aza  in  downtown  Los  Ange- 
les is  a  monument  to  Japanese  trophy 
property  acquisitions  during  the 
heady  1980s.  Shuwa  Investments 
Corp.  paid  $620  million  for  the  2.4- 
million-squarc  foot  complex  in  1986 
and  spent  another  $75  million  on 
improvements.  Today  local  brokers 
say  the  building  is  barely  80%  occu- 
pied, and  at  rents  that  are  probably 
half  those  in  suburban  buildings. 

With  many  of  Shuwa  Investments'1 
property  ventures  deep  in  the  red, 
Arco  Plaza  is  a  perfect  candidate  for 
sale  at  a  bargain  price,  maybe  half 
what  Shuwa  invested. 

But  just  try  making  an  offer.  You'll 
be  lucky  if  anyone  returns  your  call. 
Shuwa  isn't  selling,  and  neither  are 
most  of  the  other  Japanese  landlords 
who  still  control  almost  50%  of  all  the 
premium  office  space  in  downtown 
Los  Angeles.  All  told,  the  Japanese 
still  hold  over  $130  billion  in  U.S. 
real  estate  and  real  estate  loans  after 
writeoffs  and  sales,  according  to  E&Y 
Kenneth    Leventhal    Real  Estate 


Group.  That's  down  from  a  peak  of 
$177  billion  in  1991,  but  it's  still  the 
largest  chunk  of  U.S.  property  owned 
by  foreigners. 

In  the  early  1990s  the  Resolution 
Trust  Corp.  dispensed  with  billions  of 
dollars  in  soured  properties  held  by 
U.S.  banks  and  savings  and  loans. 
Vulture  funds  that  made  a  killing  on 
the  rtc  real  estate,  such  as  those  run 
by  Colony  Capital  Inc.  of  Los  Ange- 
les, Leon  Black  and  Morgan  Stanley, 
saw  in  the  Japanese  distress  more  easy 
pickings.  But  with  some  notable 
exceptions,  such  as  Mitsubishi  Estate 
Co.'s  abandoning  of  its  investment  in 
New  York's  Rockefeller  Center,  most 
Japanese  owners  cling  on. 

Chicago's  Samuel  (Gravedancer) 
Zell  has  managed  to  buy  only  two 
Japanese-owned  properties,  and  had 
to  negotiate  for  a  year  and  a  half  on 
each  one.  As  part  of  the  deal,  Zell 
can't  even  reveal  where  the  buildings 
are  situated,  so  horrified  are  the  sell- 
ers at  the  prospect  of  losing  face. 
(FORBES  found  that  one  of  the  build- 
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Shuwa  Investments' 
Arco  Plaza  in 
Los  Angeles 
High  price,  low 
returns,  but 
definitely  not 
for  sale. 


ings  is  the  1 .3-million-square-foot 
Two  California  Plaza  in  downtown 
Los  Angeles.)  "It's  all  about  respect- 
ing whom  you  do  business  with," 
Zell  says.  "That's  a  high-sensitivity 
issue  for  them." 

Lowe  Enterprises  Investment  Man- 
agement Inc.  of  Los  Angeles  manages 
a  portfolio  of  about  $  1  billion  worth 
of  real  estate  for  pension  funds. 
Ronald  Silva,  a  partner  in  the  firm's 
San  Francisco  office,  says  the  compa- 
ny has  attempted  to  buy  some  40 
Japanese-owned  U.S.  properties  in 
the  past  two  years.  Lowe  has  acquired 
only  6  for  a  total  of  $200  million. 

In  Hawaii,  an  exhibition  site  for 
busted  Japanese  real  estate  projects, 
more  than  half  of  the  hotels  built 
since  1985  are  under  water.  That 
observation  comes  from  Richard 
Mandal,  managing  director  for  Asian 
operations  of  Kennedy-Wilson  Inter- 
national, a  commercial  real  estate 
brokerage.  Yet  in  most  cases  the 
properties  are  still  in  the  hands  of 
either  the  original  borrowers  or  the 
lenders.  "Those  properties  are  mean- 
ingful to  their  corporate  identities," 
says  Mandal. 

Whereas  U.S.  bankers  are  general- 
ly willing  to  be  rid  of  a  bum  loan 
quickly,  their  Japanese  counterparts 
will  hold  off  foreclosing  for  as  long  as 
possible.  The  process  is  too  con- 
frontational for  the  lender.  And  as 
long  as  the  Ministry  of  Finance  back 
home  coddles  the  banks,  there's  no 
real  urgency  to  liquidate  the  proper- 
ties (see  story,  p.  74). 
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Pebble  Beach 
golf  course 
"A  client 
approached  me 
about  [buying] 
Pebble  Beach," 
recalls  Jack 
Rodman,  director 
of  Leventhal's 
Asia-Pacific 
practice. 
"My  advice  was: 
Don't  waste 
your  time." 


A  lender  might  quietly  sell  a  dis- 
tressed property,  but  probably  to  one 
of  the  bank's  own  subsidiaries.  Sumi- 
tomo Bank,  for  instance,  took  back 
Pebble  Beach  *^olf  resort  in  1992 
from  Japanese  businessman  Minoru 
Isutani,  who'd  bought  it  from 
Marvin  Davis  in  1990  for  $841  mil- 
lion. Present  owner:  a  consortium  of 
banks,  including  Sumitomo. 

"A  client  approached  me  about 
[buying]  Pebble  Beach,"  recalls  Jack 
Rodman,  director  of  Leventhal's 
Asia- Pacific  practice.  "My  advice  was: 
Don't  waste  your  time." 

If  you're  determined  to  try  to  buy 
a  property  from  a  Japanese  owner, 
budget  plenty  of  nights  at  expensive 
Japanese  hotels.  Moans  John  Long  of 
Highridge  Partners  near  Los  Angeles: 
"At  the  end  of  the  negotiations,  they 
may  say  okay,  but  that  doesn't  mean 
there's  a  deal.  Everything  has  to  go 
back  to  Tokyo."  Foreclosing  on  a 
loan  and  selling  the  underlying  real 
estate  requires  approvals  not  only 
from  the  Finance  Ministry  bureau- 
cracy but  also  from  the  National  Tax 
Authority,  which  doesn't  like  capital 
losses,  since  they  erode  its  revenues. 

Many  real  estate  vultures  have  tired 
of  circling  U.S.  cities  for  Japanese- 
owned  morsels  and  have  taken  their 
capital  elsewhere.  "Guess  where  these 
[vulture]  guys  are  now?"  says  Silva  of 
Lowe  Enterprises.  "In  France."  The 
French  banks'  bad  loans  are  being 
liquidated,  Silva  explains.  Whether 
out  of  patience  or  out  of  lethargy,  the 
Japanese  move  slowly.  ^ 


Big  business  sees  reasons  to  join  Hollywood,  liberals 
and  pressure  groups  to  defeat  California's  anti-quota 
initiative.  A  strange  alliance. 

"Dear  Stan" 


By  Tim  W.  Ferguson 

"It  is  double-talk  to  say 
that  you  are  opposed  to 
quotas  but  [are]  also 
opposed  to  an  initiative 
which  would  prohibit 
them." 

That's  not  the  kind  of 
language  a  Republican 
governor  normally  directs 
at  one  of  his  state's  ranking 
corporate  chieftains,  let 
alone  a  past  backer.  But  the 
California  Civil  Rights  Ini- 
tiative (CCRI),  Proposition 
209,  is  a  polarizing  force. 
On  the  ballot  in  Novem- 
ber, the  initiative  would 
bar  all  preferences  based  on 
race  or  sex  in  state  and 
local  government  pro- 
grams: hiring,  contracting 
and  school  admissions.  It 
would  not  affect  private- 
sector  employment  practices. 

Proposition  209  may  pit  Governor 
Pete  Wilson  against  the  heads  of  sev- 
eral major  corporations.  Stanley  Skin- 
ner, chairman  and  chief  executive  of 
$10  billion  (revenues)  Pacific  Gas  & 
Electric  and  the  first  to  oppose  209, 
was  the  target  of  the  above  shot. 

"Dear  Stan,"  Wilson  began  an 
Aug.  2  missive  to  the  utility  boss,  "I 
am  more  than  disappointed  by  your 
news  release  expressing  opposition  to 
Proposition  209.  You  incorrectly 
assert  that  'it  would  put  a  cloud  over 
many  excellent  programs  that  Cali- 
fornia companies,  schools,  hospitals 
and  other  organizations  have  in 
place.' 

"No,  Stan,  it  would  not — unless 
those  'excellent'  programs  grant  pref- 
erences— that  is,  discriminate — on 
the  basis  of  race,  ethnicity  or  gender 
in  public  employment,  public  con- 
tracting and  public  higher  education 
admissions." 

Why  did  Skinner  argue  that  efforts 


PG&E  boss  Stanley  Skinner 

He  received  a  steaming  letter  from  the  governor. 


at  his  company  and  elsewhere  to 
recruit  members  of  "underrepresent- 
ed"  groups  are  threatened?  The  mea- 
sure's 37- word  core  text  says  exactly 
what  Wilson  says.  It  would  end  pref- 
erences only  in  public  employment. 
Businesses  could  continue  to  show 
favoritism  in  hiring  and  promotion. 

PG&E  has  been  pushing  affirmative 
action,  but  there's  also  this  possible 
explanation  of  its  stance:  the  power  of 
San  Francisco  Mayor  Willie  Brown, 
an  ardent  foe  of  Proposition  209. 
Some  of  the  city's  other  politicians 
talk  about  replacing  pg&e  with  a 
municipal  power  utility.  Brown  would 
be  useful  in  quieting  that  ruckus  and 
securing  pg&e's  links  to  the  city. 

The  mayor  and  the  utility  have  a 
history.  An  article  last  year  in  the  San 
Francisco  Examiner  detailed  how 
Brown,  while  he  was  still  speaker  of 
the  California  Assembly,  allegedly 
leaned  on  pg&e  to  award  a  $3  mil- 
lion natural  gas  contract  to  a  firm 
whose  black  owners  included  Johnnie 
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Governor 
Pete  Wilson, 
CCRI  Chairman 
Ward  Connerly 
"The  corporate 
community  has 
the  spine  of 
Jell-0  on  these 
issues." 


Cochran,  lead  counsel  for  O.J.  Simp- 
son in  his  celebrated  murder  case. 
Brown  told  the  paper  he  was  seeking 
"an  equal  playing  field  for  those  who 
are  shut  out  of  the  system."  (Cochran 
has  donated  to  the  campaign  against 
Proposition  209.)  pg&e  says  there- 
was  "no  pressure  on  us  at  all." 

Skinner  has  no  public  response  to 
the  governor's  Aug.  2  letter,  a  PG&E 
spokesman  says.  The  company,  whose 
service  area  is  basically  northern  Cal- 
ifornia, says  it  doesn't  plan  any  other 
involvement  in  the  209  campaign. 
But  its  statement  opposing  abolition 
of  the  preferences  sent  tremors 
through  the  pro-ccRi  camp. 

After  Skinner  came  out  against  the 
initiative,  Herbert  Sandler,  cochair- 
man  of  Golden  West  Financial,  the 
Oakland- based  thrift,  seconded  the 
PG&E  stand.  Other  big  California- 
based  companies  such  as  Arco  and 
Levi  Strauss  are  said  to  be  toying  with 
opposing  the  measure,  though  none 
will  comment.  Wells  Fargo's  general 
counsel  cohosted  an  opposition 
event.  Hewlett-Packard  has  told 
Proposition  209's  backers  it  is  wor- 
ried fewer  blacks  and  :  Emit- 
ted to  state  universitic:  ,ake  it 
harder  to  hire  them  as  en 

All  this  infuriates  Ward  ( 
University  of  California  r  . 


chairman  of  the  drive  to  limit  affir- 
mative action.  "We  all  want  diversity, 
for  chrissakes,"  he  blasts,  "but  what 
isn't  said  is  how  we're  going  to  get 
there.  We  believe  that,  with  209,  we 
get  there  on  the  natural." 

Connerly  adds:  "The  corporate 
community,  having  the  spine  of  Jell-O 
that  it  has  on  issues  like  this,  really 
falls  prey  [to]  blackmail."  Blackmail? 
He  means  that  businesses  are  afraid 
of  pressure  groups  that  could  make 
trouble  for  them  before  regulators 
and  others  if  the  businesses  didn't 
play  ball  with  them  on  something  like 
209.  You  scratch  our  backs,  we  won't 
kick  you  in  the  groin. 

Does  it  matter  whether  businesses 
do  or  don't  support  the  referendum? 
Opinion  polls  have  shown  that 
Proposition  209  is  viewed  as  even- 
handed  and  fair  and  therefore  inher- 
ently popular  with  people  of  most 
ethnic  and  economic  backgrounds. 
But  popularity  can  be  fleeting  in  a 
state  of  33  million  people  subjected 
to  a  massive  campaign.  Without  spe- 
cial interest  patrons,  the  initiative 
needed  Wilson's  help  simply  to  get 
on  the  ballot. 

The  governor  has  embraced  the 
cause.  His  letter  to  Skinner,  which  he 
wrote  himself,  is  a  clear  expression  of 
Wilson's  disgust  with  big  business 


equivocation.  "You  should  have  seen 
the  [letter's]  first  draft,"  says  Con- 
nerly, a  Wilson  confidant. 

A  black  who  started  a  land -use 
consultancy  after  serving  with  Wilson 
in  state  government  in  the  1970s, 
Connerly  helped  persuade  other  Uni- 
versity of  California  regents  several 
months  ago  to  abolish  (by  1998)  bias 
in  uc  admissions.  Preferences  are  a 
"poison,"  he  says,  and  it's  wrong  to 
"duck  the  issue"  out  of  a  belief  that 
the  "need"  for  such  programs  will 
diminish  if  they're  just  left  in  place. 

Although  Stan  Skinner  chairs  the 
state  Chamber  of  Commerce, 
Wilson's  pointed  pen  has  chilled 
opposition  efforts  to  "peel  off  more 
corporations,  209  backers  say.  And 
the  GOP  convention  was  a  chance  for 
Wilson  and  Connerly  to  try  wringing 
business  dollars  for  their  side.  But  to 
date,  what  little  business  backing 
exists  for  209  has  come  mostly  from 
small  or  privately  held  concerns, 
those  least  able  to  afford  affirmative 
action  compliance  staffs.  The  pro- 
quota  side  is  draw  ing  from  politically 
connected  minority  contractors, 
organized  feminists,  teachers'  unions, 
lawyers  and  Hollywood.  Unless 
Wilson  can  keep  big  business  in  line, 
backers  of  209  can  expect  to  be  out- 
spent  by  a  wide  margin.  M 
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Deferral  T 
tke  Use 
Nonqnalifie 

As  new  tax  laws  cut  deeper  into  the  level  of 
benefits  that  can  be  provided  to  highly 
compensated  executives  under  quali  fied  retii 
ment  plans,  the  prevalence  of  nonqualiS 
retirement  arrangements  is  increasing  a 
escalating  rate. 


at 


Now  your  company  can  lill  ihe  void  cre.il 
government  limitations  through  the  adoption  of 
nonqualified  executive  benefit  plans. 

The  design  of  the  plan  may  include: 

•  Full  benefit  security 

•  Above  market  interest  rates 

•  Ahil  ity  to  defer  salary,  bonus  and 
stock  option  gains 

•  Flexible  payout  options  to  meet 
short-term  or  retirement  needs 


Call 

1-800-405-0911 

to  obtain  a  free  copy  of  the  "Ten  Things  You 
Drum  Id  K  now  When  Designing  a  Deferred 
Compensation  Plan  'or  to  order  a  copy  of 
CRQ's  1995/1996  "Executive  Benefits  ourvey 
of  Current  Trends  ' 


Tc!iThtn«6 
You  Should 
Know  When 
Design  Ina  A 
Nonqualified 
Deferred 
Com  pen  sat  ton 
Plan  (NQDC) 


CRG 


Compensation  Resource  Group,  Inc. 

Pasadena  Headquarters 
Atlanta •  Boston  'Chicago •  Cleveland  •  Dallas •  Denver  •  Phoenii 
San  Francisco  •  Seattle  •  Washington,  D.C. 


Internet:  http:/ /wwuu  rgworld.com 


Now,  what  are  you  going  to  do  with 
your  other  two  wishes? 


How  about  a  long  life  and  happiness?  A  Mercedes-Benz  S-Clas: 
^  can  help  out  with  those  too.  The  S-Class  comes  not  just  with  fron 
air  bags,  but  front  seat  belts  with  emergency  tensioning  retractor 
and  front  seat  backs  designed  to  withstand  a  30-mph  car-to-ca 
rear  impact.  A  sophisticated  traction  control  system  helps  mak 
it  one  of  the  most  obedient  cars  on  the  road.  And  an  Electronii 
Stability  Program  (ESP)*  actually  senses  when  the  car  moves  fron 

Explore  _our  Web  site,. http://www.usa. mercedes-benz.com. 

'Optiwial  onS420  and  S  500.  standard  on  S600.  "S320,  IntelliChoice,  Inc.,  Campbell.  CA,  http://www.intellichoice.con 


[ur  intended  path  and  automatically  helps  put  it  back  on  course, 
for  happiness,  an  eager  fuel-injected  engine  provides  that  in 
nerous  daily  allotments.  Along  with  the  serenity  of  knowing 
u've  bought  what  The  Complete  Car  Cost  Guide  by  IntelliChoice- 
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S-Class 


Is  the  Vice  President  of  the  U.S.  using  his  high  office  to  carry  on 

a  personal  vendetta  against  a  prominent  businessman?  It  sure  looks  that  way. 

Gore-ing  Malone's  ox 


By  Gary  Samuels 


Albert  Gore  Jr.  and  John  Malone 
do  not  much  like  each  other.  The 
cable  magnate,  boss  of  (expected 
1996  revenues,  $6.2  billion)  Tele- 
Communications,  Inc.,  has  been 
known  to  say  uncomplimentary 
things  about  Gore.  The  Tennessee 
political  pro,  who  likes  to  present 
himself  as  a  forward-looking  tree- 
hugger,  returns  the  compliment  in 
spades.  In  pushing  his  1992  Cable 
Act,  then-Senator  Gore  used  Malone 
as  his  whipping  boy,  referring  to  him 
as  "Darth  Vader"  and  the  "ring- 
leader" of  the  "cable  Cosa  S  »tra.' 

By  rolling  back  cable- 
Gore  bill  cut  TCl's  cash  fh  i 
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and  thereby  made  it  harder  for 
Malone  to  raise  the  money  he  needs 
to  maintain  his  position  in  cable  TV. 

That  was  nothing  compared  with 
what  Gore  and  his  handpicked  Fed- 
eral Communications  Commission 
chairman,  Reed  Hundt,  did  to 
Malone  last  year. 

Here's  the  whole  strange  story: 
By  mid- 1994  Malone  had  a  huge 
problem  on  his  hands.  General 
Motors'  Hughes  Electronics  had  just 
launched  its  DirecTV  service.  This 
direct  broadcast  satellite  TV  service 
was  better  than  cable  TV  with  far 
more  channels,  and  was  soon  skim- 
ming off  hundreds  of  thousands  of 


the  most  avid  cable  subscribers. 
DirecTV  became  the  most  successful 
new  product  launch  in  consumer 
electronics  history,  eclipsing  vcrs, 
cellular  phones  and  faxes. 

Malone  had  to  offer  a  competitive 
product.  TCI  already  owned  20%  of 
cable  consortium  Primestar  Partners, 
a  successful  direct  broadcast  satellite 
operation.  But  Primestar  was  no 
answer  to  DirecTV.  Primestar  offered 
rural  customers  service  from  low- 
power  satellites  whose  weak  signals 
required  wide,  36-inch-diameter 
receiving  dishes.  DirecTV  beamed  its 
video  programming  from  high-power 
satellites  via  strong  signals  that  could 
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Dan  Garner 
of  Advanced 
Communications 
"It  sure 
looks  odd." 


be  picked  up  by  18-inch  receivers. 

To  fight  back  against  DirecTV, 
Malone  needed  the  same  kind  of 
high-power  satellite  licenses  Hughes 
held.  He  found  his  man  in  Little 
Rock,  Ark.:  a  onetime  local  radio  sta- 
tion owner  named  Daniel  Garner. 

A  pudgy,  chain-smoking  fellow 
who's  well  connected  in  Arkansas' 
political  and  business  circles,  Garner 
began  applying  for  such  licenses  in 
1984.  In  going  after  satellite  licenses, 
Garner  was  competing  against  much 
bigger,  more  experienced  players, 
among  them  CBS,  Hughes,  RCA  and 
Western  Union.  Nonetheless,  by 
1991  Garner's  Advanced  Communi- 
cations had  enough  channels  to  cover 
the  continental  U.S. 


Under  the  terms  of  the  licenses, 
Garner  had  until  the  end  of  1994  to 
build  his  satellite  system.  But  satellite 
technology  was  changing  so  fast  that 
nobody  was  ready  to  commit  the 
necessary  hundreds  of  millions  of 
dollars.  For  this  reason  the  FCC  rou- 
tinely granted  construction  exten- 
sions to  all  license  holders. 

After  an  earlier  attempt  to  find  a 
backer  collapsed,  and  with  only  three 
months  to  go  on  his  license,  Garner 
signed  a  deal  with  John  Malone  in 
September  1994.  For  $45  million  in 
TCI  stock  Garner  agreed  to  turn  his 
licenses  over  to  TCI. 

But  there  was  one  catch  in  the 
Malone-Garner  agreement.  Garner 
needed  a  construction  extension  from 


the  FCC.  Otherwise  the  licenses 
would  revert  to  the  FCC. 

The  extension  was  a  mere  formali- 
ty. Or  so  it  had  always  been.  Not  this 
time.  On  Apr.  27,  1995,  the  FCC 
informed  Garner  and  Malone  that 
their  time  was  up  and  the  licenses  had 
expired.  "The  Commission  had  never 
before  denied  an  extension  for  build- 
ing satellites,"  says  William  Wiltshire, 
then  a  lawyer  at  the  FCC. 

Also  involved  in  the  deal  was 
Garner's  longtime  friend  Jackson 
Stephens  Jr.,  heir  to  the  Stephens 
investment  banking  fortune. 
Stephens  lent  Garner  money  to  apply 
for  the  licenses;  the  loans  have  been 
repaid  in  full.  Stephens  is  not  out-of- 
pocket,  but  he  is  clearly  incensed  by 
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faybe  you'd  like  to  work  out  a  plan 


ith  a  financial  advisor.  Or  maybe  you 
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a  better  way  to  manage  your 


\ 


an  join  two  million  of  our  clients  who 


us  for  just  the  help  they  need. 


o  men 


can  Express  Financial  Advisors,  call  1-800-GET-ADVICE. 
or  American  Express  Financial  Direct,  call  1 -800-AXP-2002.  Visit  www.americanexpress.com. 
merican  Express  Financial  Advisors  makes  investments  and  financial  planning  services  available 
irough  American  Express  Financial  Advisdrs,  Inc.  American  Express  Financial  Direct  makes 
ivestments  available  through  American  Express  Service  Corporation. 


Financial 
Services 


the  outcome.  "Here's  a  guy  [Garner] 
who  gets  a  license  out-front,  gets 
ready  to  commercialize  it,"  Stephens 
says,  "makes  a  deal,  and  then  the 
rules  change  fairly  capriciously.  It  sure 
looks  odd." 

Was  Gore  behind  this  capricious 
decision?  Circumstantial  evidence 
suggests  that  he  was.  The  actual  deci- 
sion was  rendered  by  Scott  Blake 
Harris,  an  outside  gun  and  a  new- 
comer to  the  FCC  who  was  then  serv- 
ing as  chief  of  the  agency's  newly  cre- 
ated International  Bureau.  A  former 
Washington -based  Williams  &  Con- 


John  Malone  of  Tele-Communications  Inc. 
Still  stymied  by  satellites. 


nolly  lawyer  whose  specialty  was 
international  commercial  law,  Harris 
had  worked  closely  with  Reed  Hundt 
on  Gore's  presidential  campaigns  of 
1988  arid  1992.  Hundt  brought  him 
to  the  FCC  in  1994  and  promptly 
gave  him  the  sensitive  assignment  of 
deciding  whether  to  grant  the  exten- 
sion Garner  needed  to  consummate 
the  deal  with  Malone. 

In  April  1995  Harris  denied  the 
request.  In  October  the  full  commis- 
sion backed  Harris  by  a  3-to-2 
margin,  with  Reed  Hundt  casting  the 
deciding  vote.  In  May  1996,  just 
weeks  after  a  federal  appeals  court 
backed  the  FCC,  Harris  resigned  from 
the  FCC  and  set  up  a  communications 
law  practice  for  the  Los  Angeles  firm 
of  Gibson,  Dunn  &  Crutcher. 

In  an  interview,  Harris  insists  that 
no  pressure  came  from  Hundt  or 
Gore.  But  of  course  none  was 
needed.  Harris  was  fully  aware  that 
his  bosses  hated  Malone.  "This  was 
not  a  close  case,"  insists  Harris — 


despite  the  close  vote. 

He  is  flatly  contradicted  by  two 
veteran  FCC  commissioners — Andrew 
Barrett  and  former  FCC  chairman 
James  Quello.  In  his  dissent  to 
Harris'  decision,  Quello  blasts:  "The 
majority  has  changed  the  .  .  .  due  dili- 
gence rules  in  the  middle  of  the 
game,  unlawfully  and  unfairly  disad- 
vantaging aii  innocent  participant 
[Garner]." 

That  Reed  Hundt  chose  to  vote  at 
all  in  the  Garner-Malone  case  is 
another  curiosity.  Before  Gore 
brought  him  to  the  FCC,  Hundt  was 
a  partner  at  Latham  &  Watkins,  the 
Los  Angeles  law  firm  that  represents 
GM  Hughes  in  its  DirecTV  filings  at 
the  FCC.  DirecTV  was,  of  course,  a 
prime  beneficiary  when  TCI  was 
blocked  from  using  Garner's  licenses 
to  launch  a  competitive  direct  broad- 
cast satellite  service.  Normally  sensi- 
tive to  conflict-of-interest  charges, 
Hundt  has  recused  himself  in  other 
cases  involving  potential  conflicts. 
This  time  he  saw  no  conflict. 

Who  finally  got  the  licenses?  In  the 
end  Garner's  channels  were  ham- 
mered down  in  January  for  $682 
million  to  MCI,  whose  partner  is 
Rupert  Murdoch's  News  Corp.  MCI 
and  News  Corp  hope  to  launch  ser- 
vice late  in  1997. 

Good  deal  for  the  government? 
After  all,  if  Garner  had  kept  his 
licenses  he  wouldn't  have  paid  the 
government  $682  million. 

But  before  you  swallow  that  argu- 
ment, listen  to  Bill  Clinton's  former 
aide  Betsey  Wright,  now  a  Washing- 
ton lobbyist  for  Hill  &  Knowlton's 
Wexler  Group.  Wrote  Wright  to 
Hundt:  "The  government  of  our 
country  does  not  take  away  the  suc- 
cessful and  valuable  work  products  of 
its  citizens  just  because  it  can  make 
mcney  by  selling  that  work  to 
others." 

But  the  hiring  of  the  ex-Clinton 

"Our  government  does  not 
take  away  the  successful 
work  products  of  its 
citizens  just  because  it  can 
make  money  by  selling 
that  work  to  others." 


FCC  Chairman  Reed  Hundt  (top)  and 

Vice  President  Al  Gore 

Good  deal  for  the  government? 


insider  hasn't  helped  Garner  or 
Malone.  In  another  attempt  to 
launch  a  competitive  direct  broadcast 
satellite  system,  Malone  inked  a  clever 
deal  with  satellite  operator  Telesat 
Canada,  under  which  TCI  would  use 
Canadian  satellite  slots  to  beam  TV 
programs  to  the  U.S. 

The  deal  required  FCC  approval.  In 
July  the  commission  announced  its 
decision:  No.  TCI,  not  about  to  give 
up,  refiled  for  approval  in  August. 

"We  should  put  this  case  on  the 
mantelpiece,"  Reed  Hundt  crows. 
"We  did  the  right  thing  by  jacking 
up  competition  and  benefiting  the 
taxpayer  through  the  auctions." 
TCI,  he  adds,  was  an  "innocent" 
victim  of  Advanced's  failure  to 
legally  secure  its  licenses.  Was  this  a 
vendetta?  "I'm  kind  of  flabbergast- 
ed!" he  replies. 

TCI  declined  to  discuss  the  case, 
pointing  out  that  it  remains  at  the 
mercy  of  the  FCC.  Hi 
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We're  a  worldwide 
leader  in  the  electrical 
industry  and  we  have 
what  it  takes  to  get 
things  done. 
Our  90,000  people 
in  1 30  countries  help 
make  electricity  safer, 
more  cost  efficient 
and  easier  to  control. 
Our  products 


and  systems  from 
Merlin  Gerin,  Square  D 
and  Telemecanique 
provide  solutions 
to  customers  around 
the  world,  from 
electrical  distribution 
and  industrial  control 
to  automation. 
No  matter  what 
business  you're  in, 


no  matter  where, 

Schneider  has 

the  products  to  meet 

your  needs. 

Because  no  one 

in  the  world  does  more 

with  electricity. 

Schneider 

North  America 

Phone:  (847)  925  3796 

Fax:  (847)  925  7796 


GROUPE  SCHNEIDER 


Merlin  Gerin  ■  Square  D  ■  Telemecanique 


Electricity  deregulation  is  shaking  up 

the  coal  business,  turning  its  major  players 

into  nimble,  deal-hungry  tigers. 

Goal  on  the  Internet 


By  Toni  Mack 

"We  extract  a  pound  of  flesh,  a  pint 
of"  blood  and  a  first-born  son,"  states 
Thomas  Mason.  This  bloodthirsty 
talk  comes  from  the  fuel  manager  for 
Cincinnati's  Cinergy  Corp.,  a  $3  bil- 
lion (1995  revenues)  electric  utility. 
Mason's  intended  victims  are  the 
companies  that  sell  him  coal. 

Coal  is  in  plentiful  supply,  and 
people  like  Mason  are  taking  full 
advantage  to  drive  down  prices. 
Mason  got  a  pound  of  flesh  from 
Cyprus  Amax  Minerals  Co.  last  year, 
when  he  forced  prices  so  low  on  a 
3.6-million-ton-a-year  contract  that 
Cyprus  took  a  $310  million  write- 
down on  the  Indiana  mine  that  serves 
Cinergy.  Then  it  was  Exxon's  turn. 
The  oil  giant  announced  in  July  it 
would  close  a  3-million-ton-a-year 
Illinois  mine  that  had  supplied  Ciner- 
gy radier  than  meet  the  utility's  prices. 

The  $20  billion  coal  industry 
counts  on  utilities  for  80%  of  its  busi- 
ness. This  puts  coal  in  a  tight  spot 
when  utilities  are  being  deregulated 
and  subjected  to  price  competition 


for  the  first  time.  Almost  the  first 
thing  a  squeezed  industry  does  is 
squeeze  its  suppliers — and  utilities  are 
squeezing  coal  producers  hard. 
This  is  especially  bad  news  for  coal 


producers  with  high-priced  contracts 
expiring  soon.  The  U.S.'  third-largest 
producer,  Consol  Coal  Group, 
owned  50-50  by  DuPont  and  Ger- 
many's Rheinbraun  AG,  gets  a  highly 
profitable  10%  of  its  revenues  from 
contracts  that  are  priced  well  above 
market  and  expire  in  the  next  few 
years.  If  Consol  has  to  sell  this  coal  at 
market  prices,  its  entire  net  profit 
may  be  wiped  out,  says  Ralph  Bar- 
bara of  consulting  firm  Energy  Ven- 
tures Analysis,  Inc. 

Some  companies  are  simply  getting 
out.  Coastal  Corp.  is  taking  bids  for 
its  $460  million  (sales)  coal  unit. 
Other  sales  candidates,  Barbara  says, 
are  DuPont's  Consol  stake  and  the 
coal  divisions  of  Exxon,  Kerr-McGee 
and  Sun  Co. 

But  there  are  always  survivors,  and 
the  survivors  in  coal  will  be  the  low- 
cost  producers.  These  include  Fluor 
Corp.'s  $767  million  (revenues)  A.T. 
Massey  Coal  Co.  It  operates  mostly 
nonunion  coal  mines  near  populous 
eastern  markets.  Peabody  Holding 


Who  loses  as  prices  fall? 


Coal  producer/owner 

1995 
coal 
revenues 
($mii) 

Sales  Above- 
to  market 
utilities  contracts 
(mils  of  tons  per  year) 

Potential 
revenue 
loss 
($mil) 

Peabody  Holding/Hanson  Pic 

$2,100 

123.5 

6.2 

$70 

Consol  Coal  Group/DuPont  &  Rheinbraun  AG 

2,000 

50.2 

14.2 

220 

Cyprus  Amax  Coal/Cyprus  Amax  Minerals 

1,300 

62.0 

16.4 

169 

Arco  Coal/Atlantic  Richfield 

762 

46.3 

5.4 

38 

Zeigler  Coal  Holding/publicly  traded 

754 

29.6 

5.4 

62 

Arch  Mineral/Ashland  Inc  &  Hunt  family 

730 

24.5 

7.3 

64 

Drummond/privately  held 

725* 

24.4 

2.0 

31 

Interwest  Mining/PacificCorp 

447* 

21.1 

0 

0 

Kennecott  Energy/RTZ  Corp 

377 

36.1 

3.7 

28 

Kerr-McGee  Coal/Kerr-McGee 

353 

26.2 

5.2 

33 

•Approximate. 

Sources:  Energy  Ventures  Analysis.  Inc..  rompsnies 


Most  big  coal  producers  have  hi        ced  sales  contracts  expiring  by  2002. 
Selling  the  coal  at  current  marks         ;  would  slice  millions  from  their  revenues. 
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Our  Business  Is  Helping  Y)urs 
Buy  What  Money  Carit. 

Up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far.  When 
you  need  help  beyond  creative 

I  financing,  we  can  make 
j 

I  sure  you  re  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldnt  dream  of  to  provide 
real  value.  Like  helping  a  major  shipping  company  establish  a  distribution  network  to  ensure  adequate 
spare  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
low-income  families  and  dramatically  increasing  its  affordable  lending. 

At  GE  Capital  Services,  were  26  diversified  businesses.  And  each  one  is  dedicated  to  developing 
and  delivering  products  and  services  that  help  make  your  dollar  worth  more  than  a  dollar.  Ifyoure  looking 
for  some  smart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  cant  buy. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours" 


AMERICOM   •  AUTO  FINANCIAL  SERVICES   •   AVIATION  SERVICES  •   COMMERCIAL  EQUIPMENT  FINANCING   •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •   CONSOLIDATED  FINANCIAL  INSURANCE   •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •   FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOH  FINANCIAL  SERVICES 


CARDURA*. 

ast,  easy  treatment  for  frequent 
nighttime  urination  due  to  BPH. 

Frequent  nighttime  urination  is  a  common  and  bothersome  symptom  of  benign 
prostatic  hyperplasia  (BPH),  a  noncancerous  enlargement  of  the  prostate  gland 
occurring  most  often  in  men  over  the  age  of  50. 


Cardura  is  a  simple,  once-daily  tablet  that  quickly  relieves  urination  problems 
caused  by  BPH,  meaning  your  bladder  can  empty  completely  and  you  won't  have 
to  wake  up  as  often  at  night  to  go  to  the  bathroom. 


Cardura  may  begin  to  improve  urinary  flow — day  and  night — in  as 

little  as  1  to  2  weeks. 


Cardura  is  available  only  by  prescription.  So  ask  your  physician  if  Cardura  is  right 
for  you — if  it  is,  your  doctor  can  provide  you  with  a  trial  pack  to  get  you  started. 


Cardura  can  cause  a  sudden  drop  in  blood  pressure  at  the  beginning  of  treatment 
or  if  you  miss  doses  and  then  start  taking  the  medication  again.  You  may  feel 
dizzy,  faint,  or  light-headed,  particularly  after  getting  up  from  a  chair  or  bed. 
Speak  to  your  doctor  about  oral  medications  like  Cardura  and  other  treatment 
options  for  BPH  such  as  regular  monitoring  of  the  condition  or  surgery. 

Please  see  important  information  on  the  next  page. 


ONCE-A-DAY  . 

CARDURA© 

doxazosin  mesylate) ^mafmg. 8mg 


Cardura.  Because  BPH  shouldn't  he  something  to  lose  sleep  over. 


ONCE  ADAY 

CARDURA© 

(doxazosin  mesylate)^™'^.  e™, 


PATIENT  INFORMATION  ABOUT  CARDURA* 
Generic  Name: 
doxazosin  mesylate 
FOR  BENIGN  PROSTATIC  HYPERPLASIA  (BPH) 


Read  this  information: 

•  betore  you  start  taking  CARDURA' 

•  each  lime  you  get  a  new  prescription. 

You  and  your  doctor  should  discuss  this  treatment  and  your 
BPH  symptoms  before  you  start  taking  CARDURA"  and  at  your 
regular  checkups  This  information  does  NOT  take  the  place  of 
discussions  with  your  doctor 

CARDURA"  is  used  to  treat  both  benign  prostatic  hyperplasia 
(BPH)  and  high  blood  pressure  (hypertension).  This  information 
describes  CARDURA"  as  treatment  lor  BPH  (although  you  may  be 
taking  CARDURA*  for  both  your  BPH  and  high  blood  pressure). 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland  This  gland 
surrounds  the  tube  that  drains  the  urine  from  the  bladder  The 
symptoms  of  BPH  can  be  caused  by  a  tensing  of  the  enlarged 
muscle  in  the  prostate  gland  which  blocks  the  passage  ol  urine. 
This  can  lead  to  such  symptoms  as: 

•  a  weak  or  start-and-stop  stream  when  urinating 

•  a  feeling  that  the  bladder  is  not  completely  emptied  after 
urination 

•  a  delay  or  difficulty  in  the  beginning  of  urination 

•  a  need  to  urinate  often  during  the  day  and  especially  al  night 

•  a  feeling  that  you  must  urinate  immediately. 

Treatment  Options  for  BPH 

The  four  main  treatment  options  lor  BPH  are: 

•  II  you  are  not  bothered  by  your  symptoms,  you  and  your 
doctor  may  decide  on  a  program  ol  "watchful  waiting."  It  is 
not  an  active  treatment  like  taking  medication  or  surgery  but 
involves  having  regular  checkups  to  see  if  your  condition  is 
getting  worse  or  causing  problems. 

•  Treatment  with  CARDURA'  or  other  similar  drugs  CARDURA 
is  the  medication  your  doctor  has  prescribed  for  you.  See 
"What  CARDURA"  Does,"  below. 

•  Treatment  with  the  medication  class  of  5-alpha  reductase 
inhibitors  (e  g  Proscar).  It  can  cause  the  prostate  to  shrink. 
It  may  take  6  months  or  more  lor  the  full  benefii  of  finasteride 
to  be  seen. 

•  Various  surgical  procedures.  Your  doctor  can  describe  these 
procedures  to  you.  The  best  procedure  for  you  depends  on 
your  BPH  symptoms  and  medical  condition 

What  CARDURA"  Does 

CARDURA  '  works  on  a  specific  type  ol  muscle  found  in  the 
prostate,  causing  it  to  relax.  This  in  turn  decreases  the  pressure 
within  the  prostate,  thus  improving  the  flow  of  urine  and  your 
symptoms. 

•  CARDURA*  helps  relieve  the  symptoms  of  BPH  ( weak  stream, 
start-and-stop  stream,  a  feeling  that  your  bladder  is  not  com- 
pletely empty,  delay  in  beginning  of  urination,  need  to 
urinate  often  during  the  day  and  especially  at  night,  and 
feeling  that  you  must  urinate  immediately).  It  does  not 
change  the  size  ol  the  prostate  The  prostate  may  continue  to 
grow;  however,  a  larger  prostate  is  not  necessarily  related  to 
more  symptoms  or  to  worse  symptoms.  CARDURA'  can 
decrease  your  symptoms  and  improve  urinary  flow,  without 
decreasing  the  size  of  the  prostate, 

•  If  CARDURA"  is  helping  you,  you  should  notice  an  effect 
within  1  to  2  weeks  after  you  start  your  medication.  CARDURA* 
has  been  studied  in  over  900  patients  lor  up  to 
2  years  and  the  drug  has  been  shown  to  continue  to  work 
during  long-term  treatment. 

Even  though  you  take  CARDURA'  and  it  may  help  you, 
CARDURA'*  may  not  prevent  the  need  tor  surgery  in  the 
future. 

•  CARDURA"  does  not  affect  PSA  levels  PSA  is  the 


abbreviation  for  Prostate  Specitic  Antigen  Your  doctor  may 
have  done  a  blood  test  called  PSA  You  may  want  to  ask 
your  doctor  more  about  this  if  you  have  had  a  PSA  test  done. 

Other  Important  Facts 

•  You  should  see  an  improvement  of  your  symptoms  within 
1  to  2  weeks.  In  addition  to  your  other  regular  checkups  you 
will  need  to  continue  seeing  your  doctor  regularly  to  check 
your  progress  regarding  your  BPH  and  to  monitor  your 
blood  pressure. 

•  CARDURA'  (doxazosin  mesylate)  is  not  a  treatment  for " 
prostate  cancer.  Your  doctor  has  prescribed  CARDURA'  lor 
your  BPH  and  not  for  prostate  cancer;  however,  a  man  can 
have  BPH  and  prostate  cancer  at  the  same  time.  Doctors 
usually  recommend  that  men  be  checked  for  prostate  cancer 
once  a  year  when  they  turn  50  (or  40  if  a  family  member  has 
had  prostate  cancer)  A  higher  incidence  of  prostate  cancer 
has  been  noted  in  men  of  African-American  descent.  These 
checks  should  continue  even  if  you  are  taking  CARDURA ' 

How  To  Take  CARDURA  and  What  You  Should 
Know  While  Taking  CARDURA  for  BPH 

CARDURA  Can  Cause  a  Sudden  Drop  in  Blood  Pressure 
After  the  VERY  FIRST  DOSE.  You  may  feel  dizzy,  faint  or 
"light-headed,"  especially  after  you  stand  up  from  a  lying  or 
sitting  position  This  is  more  likely  to  occur  after  you've  taken  the 
first  lew  doses  or  if  you  increase  your  dose,  but  can  occur  at  any 
time  while  you  are  taking  the  drug.  It  can  also  occur  if  you  stop 
taking  the  drug  and  then  restart  treatment  It  you  leel  very  dizzy, 
faint  or  "light-headed"  you  should  contact  your  doctor.  Your 
doctor  will  discuss  with  you  how  often  you  need  to  visit  and  how 
often  your  blood  pressure  should  be  checked 

Your  blood  pressure  should  be  checked  when  you  start  taking 
CARDURA*  even  if  you  do  not  have  high  blood  pressure 
(hypertension).  Your  doctor  will  discuss  with  you  the  details  of 
how  blood  pressure  is  measured. 

Blood  Pressure  Measurement  Whatever  eguipment  is  used,  it 
is  usual  for  your  blood  pressure  to  be  measured  in  the  following 
way:  measure  your  blood  pressure  after  lying  quietly  on  your  back 
for  five  minutes.  Then,  after  standing  lor  two  minutes  measure 
your  blood  pressure  again.  Your  doctor  will  discuss  with  you  what 
other  times  during  the  day  your  blood  pressure  should  be  taken, 
such  as  two  to  six  hours  after  a  dose,  before  bedtime  or  after 
waking  up  in  the  morning  Note  that  moderate  to  high-intensity 
exercise  can,  over  a  period  of  time,  lower  your  average  blood 
pressure. 

You  can  take  CARDURA"  either  in  the  morning  or  at  bedtime 
and  it  will  be  equally  effective.  If  you  take  CARDURA*  at  bedtime 
but  need  to  get  up  from  bed  to  go  to  the  bathroom,  get  up  slowly 
and  cautiously  until  you  are  sure  how  the  medication  affects  you 
It  is  important  to  get  up  slowly  from  a  chair  or  bed  at  any  time 
until  you  learn  how  you  react  to  CARDURA."  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the  effects  of  the 
medication  If  you  begin  to  feel  dizzy,  sit  or  lie  down  until  you  feel 
better. 

•  You  will  start  with  a  1  mg  dose  ot  CARDURA*  once  daily. 
Then  the  once  daily  dose  will  be  increased  as  your  body 
gets  used  to  the  effects  of  the  medication  Follow  your 
doctor's  instructions  about  how  to  take  CARDURA.*  You 
must  take  it  every  day  at  the  dose  prescribed.  Talk  with  your 
doctor  if  you  don't  take  it  for  a  few  days  for  some  reason;  you 
may  then  need  to  restart  the  medication  at  a  1  mg  dose,  in- 
crease your  dose  gradually  and  again  be  cautious  about 
possible  dizziness  Do  not  share  CARDURA'  with  anyone 
else;  it  was  prescribed  only  for  you. 

•  Other  side  effects  you  could  have  while  taking  CARDURA," 
in  addition  to  lowering  of  the  blood  pressure,  include  dizzi- 
ness, fatigue  (tiredness),  swelling  of  the  feet  and  shortness 
of  breath  Most  side  effects  are  mild.  However,  you  should 
discuss  any  unexpected  effects  you  notice  with  your  doctor 

•  Keep  CARDURA'  and  all  medicines  out  of  the  reach  of 
children. 

FOR  MORE  INFORMATION  ABOUT  CARDURA"  AND  BPH 
TALK  WITH  YOUR  DOCTOR,  NURSE,  PHARMACIST  OR 
OTHER  HEALTH  CARE  PROVIDER. 
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Co.,  a  unit  of  U.K. -based  Hanson 
Pic,  is  the  U.S.'  biggest  coal  miner. 
It  owns  low-cost  mines  in  the  East 
and  in  Wyoming's  Powder  River 
Basin.  Peabody  and  Cyprus  Amax  are 
potential  buyers  of  the  properties  that 
are  for  sale. 

The  bright  side  is  this:  As  coal 
prices  get  forced  down,  coal  becomes 
more  competitive  against  oil  and  gas 
as  a  raw  material  for  electricity.  Zei- 
gler  Coal  Holding  Co.  Chief  Execu- 
tive Chand  Vyas  points  out  that  the 
average  coal-fired  power  plant  now 
runs  at  just  60%  of  capacity.  As  coal 
prices  come  down,  it  makes  sense  for 
utilities  to  use  more  of  this  capacity 
and  less  from  their  oil-  and  gas-burn- 
ing plants.  Says  Vyas:  "The  coal 
industry  could  sell  up  to  250  million 
more  tons  a  year  [over  1995's  816 

The  average  coal-fired 
power  plant  now  runs 
at  just  60%  of  capacity. 


million]  if  we  help  utilities  use  their 
unused  coal-burning  capacity." 

With  deregulation  in  electricity,  it 
begins  to  make  sense  for  raw-materi- 
als producers  to  combine  with  elec- 
tricity producers.  Peabody  recently 
registered  with  federal  authorities  to 
begin  marketing  electricity  from 
plants  with  surplus  capacity.  Zeigler 
Coal  has  teamed  with  Northern 
States  Power  to  bid  just  over  $1  bil- 
lion for  Louisiana's  bankrupt  Cajun 
Electric  Power  and  its  1,479 
megawatts  of  coal-fired  capacity.  "We 
want  to  acquire  coal-fired  generating 
plants  around  the  world,"  reports 
Peabody  Chairman  Irl  Engelhardt. 
Predicts  PaineWebber  coal  analyst 
Marc  Cohen:  "You'll  see  more  and 
more  deals  between  coal  producers 
and  power  generators." 

And  so,  even  in  the  venerable  old 
coal  business,  things  happen  faster 
these  days.  The  New  York  Mercantile 
Exchange  is  trying  to  concoct  a  coal 
futures  contract.  In  the  somnolent 
old  days,  coal  buyers  had  to  trudge  to 
Washington  and  scrutinize  a  federal 
form  to  see  how  much  other  utilities 
had  paid  for  coal.  Now  Peabody 
posts  sales  prices  for  four  grades  of 
coal  on  the  Internet,  updated  weekly. 
That's  right,  the  Internet.  ■ 
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A  big  "no"  to 
education  reform 


BY  DIANE  RAVITCH 


Although  the  Republican  Party  platform 
promises  to  turn  control  of  education  back  to 
families  and  states,  the  Republican  Congress 
has  virtually  abandoned  the  fight.  Bowing  to 
President  Clinton,  the  Republicans  adopted  a 
1996  budget  of  $29.4  billion  for  the  Depart- 
ment of  Education  that  looks  just  like  the  one 
passed  by  the  last  Democratic  Congress. 

By  asserting  that  every  dollar  in  the  educa- 
tion budget  is  sacred,  the  President  managed 


Diane  Ravitch  is  a  to  stave  off  any  possibility  of  killing  ineffective 

historian  and  a  or  pork-barrel  programs.  Apparently  he  cowed 

Fellow  at  the  the  Republicans  by  convincing  the  press  and 

Manhattan  Institute        the  public  that  every  dime  of  the  Depart- 
in  New  York  City.  ment's  budget  goes  straight  to  kids.  If  only  it 
were  true. 

The  Republicans  even  went  along  with  pro- 
grams that  they  had  earlier  criticized,  like  bilin- 
gual education,  which  took  a  measly  10%  cut, 
to  $178  million.  They  preserved  some  pro- 
grams that  even  President  Clinton  was  willing 
to  eliminate,  like  the  $3  million  "national  writ- 
ing project."  Even  Start,  a  family  literacy  pro- 
gram that  has  never  received  favorable  evalua- 
tions, got  $102  million. 

One  tactic  beloved  of  interest  groups  is 
planting  similar  programs  in  different  agencies. 
There  are  duplicative  education  programs  in 
the  Commerce  Department,  the  Energy 
Department,  the  National  Science  Founda- 
tion, the  National  Endowment  for  the 
Humanities,  the  Justice  Department  and  even 
the  Agriculture  Department.  The  Administra- 
tion and  Congress  keep  this  game  going  with 
this  year's  budget.  A  small  example:  To  mollify 
a  high-ranking  appointee  in  the  Education 
Department,  the  Clinton  Administration  start- 
ed a  $10  million  program  for  "arts  in  educa- 
tion," which  rightly  belongs  in  the  National 
Endowment  for  the  Arts.  The  gop  Congress 
cut  this  unnecessary  program  to  $9  million. 
Some  cut. 

The  GOP  budget  rewarded  the  Department's 
"regional  education  laboratories."  This  pro- 
gram has  received  hundreds  of  millions  of  dol- 
lars since  1965  to  provide  technical  assistance 
for  school  improvement.  Doubting  their  value, 
the  Reagan  and  Bush  administrations  tried  but 
failed  to  defund  them.  The  defunding  never 
had  a  chance:  The  labs'  lobbyist  used  to  work 
for  a  key  Democratic  Congressman.  So  what 
did  the  Republicans  do  when  they  finally  had  a 


majority?  Gave  the  labs  $10  million  more  than 
the  Clinton  Administration  requested,  which 
was  an  unexpected  gift  from  departing  Senator 
Mark  Hatfield  (R-Ore.);  one  of  the  laborato- 
ries is  in  Oregon. 

"Impact  aid"  is  another  program  that  long 
ago  outlived  its  original  purpose  but  has 
nonetheless  survived  (with  $693  million  this 
year).  Impact  aid  was  enacted  during  World 
War  II  as  emergency  relief  for  districts  (mainly 
in  the  South)  that  were  burdened  with  large 
numbers  of  military  bases,  which  are  exempt 
from  local  property  taxes.  Today  these  same 
bases  are  considered  an  economic  boon,  but 
the  congressmen  whose  districts  get  the  extra 
money  are  not  about  to  let  it  go. 

Apparently  Clinton  cowed  the 
Republicans  by  convincing  the  press 
and  the  public  that  every  dime  of  the 
Education  Department's  budget  goes 
straight  to  kids.  If  only. 

Did  the  GOP  Congress  punish  President 
Clinton?  Absolutely  not.  His  prized  Goals 
2000  program  received  $350  million,  only  a 
fraction  less  than  last  year  (the  money  does  go 
to  the  congressmen's  home  states,  after  all). 
And  the  Secretary  of  Education's  discretionary 
fund — which,  of  course,  the  Secretary  may 
spend  as  he  chooses — was  actually  increased  to 
more  than  $37  million. 

Don't  believe  the  campaign  rhetoric.  This 
Congress  did  not  cut  the  Title  I  program, 
which  sends  money  to  schools  with  large  num- 
bers of  poor  kids.  Nor  did  it  cut  the  Headstart 
program  for  preschoolers.  However,  Clinton's 
righteous  rhetoric  persuaded  Congress  not  to 
reform  these  programs;  Congress  left  intact 
the  regulations  and  red  tape  that  create  work 
for  bureaucrats  and  enrich  the  special-interest 
lobbies  while  doing  precious  little  to  overhaul 
the  programs  for  poor  kids. 

There  is  a  legitimate  federal  role  in  educa- 
tion, and  it  ought  to  focus  squarely  on  help- 
ing poor  and  disabled  youngsters,  supporting 
college  scholarships,  funding  basic  research, 
assessing  student  achievement  and  gathering 
statistics.  But  this  limited  agenda  gets  diluted 
when  the  federal  role  is  spread  across  every- 
one's pet  project,  and  when  even  worthy  pro- 
grams are  allowed  to  remain  ineffectual  and 
overly  bureaucratic. 

The  President's  political  debts  to  the  teach- 
ers' unions  guarantee  that  he  will  not  challenge 
the  current  governmental  bureaucratic  monop- 
oly. The  Republicans,  however,  have  no  excuse 
for  going  along  with  the  status  quo.  ■ 
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Hasbro's  Alan  Hassenfeld  got  a  jolt  from  Mattel's 
hostile  takeover  threat.  Better  get  moving,  Alan. 

Rip  van  Hasbro 


By  John  R  Hayes 


When  Mattel,  Inc.  threw  in  the 
towel  on  its  S5.2  billion  hostile  bid 
for  rival  toymaker  Hasbro,  Inc.  in 
February,  employees  at  Hasbro's 
Pawtucket,  R.I.  headquarters  had  a 
little  celebration.  They  impaled 
Mattel's  bestselling  doll  on  a  skewer, 
"roasted"  it  on  a  Hasbro  Magic 
Smoking  Grill  and  dubbed  the  cook- 
out  a  "Barbie-que." 


Alan  Hassenfeld, 
third  generation 
chairman  and  chief 
executive  officer 
Did  he  turn  down 
the  best  deal 
shareholders 
could  have 
hoped  for? 
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This  ad  works  because 
we  had  nothing  to  do 

with  it. 


Sometimes  bringing  in  outside  knowledge  and  experience  is  the  smartest  thing  you  can  do. 
Why?  Because  it  allows  you  to  focus  on  the  processes  that  really  add  value  to  your  company. 

That's  what  KPMG  Business  Process  Solutions3"  is  all  about.  We  perform  critical  processes  for  our  clients 
so  they  can  concentrate  their  resources  on  those  that  keep  them  competitive  in  today's  ever  changing 
business  environment. 

To  gain  the  greatest  value  from  process  management  you  need  a  thoughtful  approach.  What's  the 
relationship  between  your  strategy  and  business  processes?  How  do  your  processes  create  value  for 
your  customers?  Where  can  knowledge  and  intellectual  capital  be  leveraged? 

KPMG  has  managed  knowledge  and  information  for  clients  for  100  years.  Now,  KPMG  Business  Process 
Solutions  leverages  our  industry-focused  consulting,  tax,  and  assurance  experience  with  state-of-the-art 
technology  and  best-of-class  process  methodology  to  create  even  more  value  for  our  clients. 

Clients  look  to  KPMG  for  thought  leadership  in  process  issues  because  that's  what  we  do  best.  Which  is  the 
same  reason  we  look  to  TBWA  Chiat/Day  to  handle  our  advertising. 


KPMG    BUSINESS    PROCESS  SOLUTIONS3 


THE  GLOBAL  LEADER-" 


To  receive  the  executive  summary  of  KPMG's  newly  released  business  process  and  outsourcing  survey  of  Fortune  500  executives, 
please  e-mail  bps@kpmg.com  or  call  201-307-7761.  KPMG  Peat  Marwick  llp  is  the  U.S.  member  firm  of  KPMG  International. 


relucts  so  you  can  find  solutions  for  today's  needs  as  we 
>le  in  the  Pyramid  are  r  endy  to  help.  TRANSAME 


www.transamerica.com 


Monopoly,  part  of  Hasbro's  $1  billion  game  business 
"Monopoly  isn't  a  game;  it's  a  brand." 


But  Hasbro  cooked  Mattel's  goose 
only  by  playing  politics.  It  ran  off  its 
bigger  and  better-run  competitor  by 
stirring  up  antitrust  concerns  and 
lobbying  the  Rhode  Island  legislature 
to  put  up  roadblocks  to  hostile 
takeovers  of  local  companies. 

Chief  Executive  Alan  Hassenfeld 
says  the  bid  came  as  "a  wake-up  call." 
But  he  isn't  out  of  the  woods  yet.  Yes, 
his  family  owns  9%  of  the  stock,  and 
yes,  he  is  the  third  generation  of  his 
family  to  run  the  business.  But  the 
other  91%  of  Hasbro's  shares  are  in 
unhappy  hands.  Mattel  offered  a  tax- 
free  stock  swap  worth  $53  a  share,  a 
premium  of  almost  75%  over  Hasbro's 
$31  price  at  the  time.  When  Mattel 
bowed  out,  Hasbro  shares  fell  from  44 
to  32.  Recendy  they  traded  at  36. 

"We  are,  today,  more  focused," 
Hassenfeld  insists,  hunkered  down  in 
a  small  conference  room  in  the 
former  GI  Joe  toy  factory  that  now 
serves  as  company  headquarters.  "We 
have  the  right  game  plan,  and  I've 
accelerated  the  timing  of  that  plan." 

About  time.  In  the  past  few  years 
Hasbro  has  gone  practically  nowhere. 
Its  profits  per  share  have  stagnated, 
and  so  has  its  stock,  which  is  at  about 
where  it  was  in  1992.  Five  years  ago 
Hasbro  was  much  bigger  than 
Mattel.  Now  the  positions  are 
reversed.  Last  year  Mattel  netted  22% 
on  its  total  capital,  according  to  Value 
Line;  Hasbro  netted  under  12%. 

Affable  and  boyish-looking,  Alan 


Hassenfeld  never  had  any  ambition  to 
run  a  large  company.  He  was  happy 
enough  in  the  number  two  spot, 
where  he  ran  international  opera- 
tions. But  he  took  over  as  chief  exec- 
utive in  1989  when  his  brother 
Stephen  died  at  the  age  of  47. 


Under  Stephen  Hassenfeld  the 
business  prospered,  sales  swelling 
from  $100  million  to  $1.4  billion  in 
eight  years.  Much  of  that  came  from 
hits  like  My  Little  Pony  and  Trans- 
formers, but  Stephen  scored  his 
biggest  coup  in  1984  by  acquiring 
Milton  Bradley  and  its  popular  board 
games — including  Candy  Land, 
Chutes  and  Ladders,  and  Scrabble. 
Perennially  popular,  board  games  are 
the  closest  thing  to  an  annuity  in  the 
toy  industry.  They  contribute  40%  to 
Hasbro's  sales,  but  perhaps  80%  to 
operating  profit.  Stephen  wanted  the 
annuity  as  a  safety  net  that  would 
allow  Hasbro  to  take  risks  developing 
new  blockbuster  toys,  secure  in  the 
cash  flow  from  the  games. 

Alan  followed  up  in  1991  by 
buying  Tonka  Corp.,  which  brought 
in  Parker  Brothers'  Monopoly,  Clue 
and  Trivial  Pursuit.  But  after  that  he 
executed  the  strategy  clumsily. 

Take  Playskool,  a  preschool  toy 
company  that  Hasbro  picked  up 
with  Milton  Bradley.  Before  Stephen 
died  Playskool  almost  caught  cate- 
gory leader  Fisher- Price.  But  on 
Alan's  watch  the  lineup  expanded, 


Lincoln  Logs,  an 
80-year-old  classic 
updated  for  a 
medieval  look 
"Playskool is 
the  weakest  link 
in  the  equation." 
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Once  again,  we're 
sticking  our  neck  out 


Introducing  the  new 
Lands'  End  Tiirtleneck. 


We  could  have  played  it  safe. 

Judging  by  its  millions  of  fans,  our  original 
Turtleneck  had  everything  going  for  it.  So,  why 
in  the  world  did  we  risk  tinkering  with  it? 

That's  just  the  way  we  do  business  at  Lands' 
End.  We're  forever  trying  to  improve  our 
products  -  in  fabrics,  construction  details,  fit 

And  if  you  have  any  doubt  it's  worth  the 
trouble,  give  our  new  Turtle  a  gander. 

Start  with  the  fabric.  It's  deliciously  soft  -  a 
fine,  long- staple  cotton  that  our  mill  turns  into 
a  40s  single,  28  cut,  6.2  oz.  knit 

Now,  this  talk  of  singles,  cuts,  and  ounces 
may  sound  like  babble  if  you're  not  in  the 
business.  Or  don't  read  our  catalog  regularly. 

Suffice  it  to  say,  we're  talking  choice  goods: 
a  rich,  lustrous  interlock  that  feels  as  yummy 
as  it  looks. 

Fabric  with  a  mind  of  its  own 

It  isn't  easy  to  work  with  such  a  dense  knit, 
however. 

It's  not  like  an  obedient  woven  cloth,  which 


lies  still  on  the  cutting 
interlock,  the  yarn  is 
coiled  around  itself 
in  every  direction.  It 
squiggles  as  you 


table.  In  an 


work  with  it.  (One  cutter  says,  "If  you  let  this 
stuff  sit  long  enough,  itH  walk  away  by  itself.") 
But  after  a  good  deal  of  searching,  we  found 
some  folks  who  were  up  to  the  task.  You  can  see 
it  in  their  workmanship. 

They  sew  all  the  main  seams  -  shoulders, 
armholes,  cuffs,  and  bottom  -  with  a  neat,  flat 
2-needle  cover  stitch.  Not  the  usual  single-needle. 

They  add  a  reinforcing  tape  at  the  shoulder 
seams,  to  prevent  ripping. 

And  the  neck  itself  is  seamless,  like  our  old 
Turtieneck.  It  costs  more  to  knit  a  neck  without 
a  seam.  But  there's  nothing  to  chafe  or  rub  you. 

Only  $17  a  Turtle 

We  don't  know  of  any  other  Turtle  -  at  any 
price  -  with  all  our  features  and  quality. 

If  you'd  like  to  see  the  Lands'  End  catalog,  with 
our  other  nice  things  for  men,  women  and  chil- 
dren, simply  ask  for  a  free  copy. 

Why  not?  It's  not  like  you're  sticking  your 
neck  out. 


€ '1996  Lands  'End.  Inc. 


For  our  free  catalog,  call 
1-800-356-4444  Please  mention  ad  KN 


Name . 
Address  _ 


Apt 


State/Zip. 


) 


Day/Night  (circle  one) 


Mail  to:  1  Lands'  End  Lane,  Dodgeville,  Wl  53595 
E-Mail:  catalogs-kn@landsend.com 


mostly  with  unimaginative,  low- 
margin  toys.  Revenues  have  stalled 
at  about  $420  million;  profits  are 
negligible.  "Playskool  is  the  weakest 
link  in  the  equation,"  says  former 
executive  Lawrence  Bernstein.  Alan 
is  cutting  100  items  from  the  cata- 
log, but  he  has  ceded  ride -on  toys  to 
Big  Wheels'  maker  Empire  of 
Carolina  and  much  of  the  outdoor 
market  to  Rubbermaid's  Little- 
Tikes.  In  contrast,  since  Mattel 
bought  Fisher- Price  in  1993,  sales 
have  grown  15%  annually. 

Then  there's  Gl  Joe.  Once 
Hasbro's  mainstay,  the  original  12- 
inch  doll  faded  during  the  1970s, 
but  Stephen  Hassenfeld  relaunched 
Joe  in  1982  as  a  3%-inch  plastic  toy 
soldier,  with  accessories.  By  1986 
Joe's  revenues  reached  $190  mil- 
lion, much  of  it  from  sales  of  Jeeps 
and  other  military  vehicles.  But 
older  boys  lost  interest  as  details 
like  carefully  molded  mufflers  and 
suspensions  were  eliminated  to  save 
money.  Last  year  Joe  sold  a  pitiful 
$10  million.  ' 

Tonka,  Alan  Hassenfeld's  big 
acquisition,  came  with  a  first-rate 
movie-licensing  business  in  Kenner. 
In  1993,  propelled  by  Hasbro's  dual 
dinosaur  licenses  from  the  block- 
buster film  Jurassic  Park  and  the  TV 
show  Barney,  the  company  earned 
$200  million  on  $2.7  billion  in  sales. 
But  after  the  dinosaurs  died  out, 
Hasbro  was  left  with  Waterworld, 
Congo  and  Stargate.  Sales  went  flat 
and  profits  dwindled. 

Hassenfeld  reorganized  Hasbro, 
firing  600  people — but  the  payroll 
still  reached  a  record  13,000  in  1995. 
"This  is  his  grandfather's  company," 
says  Jeffrey  Breslow,  president  of  bmt 
&  Associates,  a  toy  design  firm.  "It's 
tough  to  make  decisions  about  lay- 
offs when  these  are  people  who 
worked  with  your  father." 

Gl  Joe,  My  Little  Pony  and  Trans- 
formers withered  away  without 
replacements.  Always  weak  in  girls' 
toys,  Hasbro  lost  the  license  for  its 
best-known  line,  Cabbage  Patch 
Kids,  to  Mattel  in  September  1994. 

So  where's  the  refocusing  Hassen- 
feld is  promising?  He  points  to 
Monopoly,  now  available  in  special 
editions  for  individual  countries, 
cities  and  even  universities.  Th< 
Monopoly  cd-rom  that  is 


among  the  15  top-selling  computer 
games.  Computer  versions  of  Clue, 
Risk  and  Battleship  will  be  released 
soon.  That's  Hassenfeld's  game  plan, 
line  extensions  of  successful  products, 
like  Easy-Bake  Play  Refrigerator  or 
Nerf  Instant  Baseball.  "This  compa- 
ny is  loaded  with  content,"  he  says. 
"Monopoly  isn't  a  game;  it's  a 
brand." 

Still,  toys  are  a  fashion  business. 
It's  not  enough  to  develop  line 
extensions  on  old  products.  You  need 
new  ones.  But  most  of  Hasbro's  best 
product  people  have  left  the  compa- 
ny. Developer  George  Dunsay,  mar- 
keter Stephen  Schwartz  and  top 
salesman  Lawrence  Bernstein  now  all 
work  for  themselves.  Bruce  Stein, 
who  ran  Hasbro's  Kenner  division, 
left  for  Marvel  in  1994. 

"If  we  are  going  to  grow  to  be  a 
$5  billion  company,  we're  going  to 
need  some  help,"  Hassenfeld  admit- 
ted earlier  this  year.  But  recruitment 
is  a  problem.  Two  people  Hassenfeld 


is  thought  to  have  wanted  just  took 
jobs  elsewhere.  Thomas  Kalinske, 
who  was  president  of  Sega  of  Ameri- 
ca, joined  Education  Technology,  a 
new  company  formed  by  Michael 
Milken  and  Oracle  Corp.'s  Lawrence 
Ellison.  And  Bruce  Stein  just  accept- 
ed the  number  three  spot  at  Mattel. 
Unable  to  get  the  outside  help  he 
needs  Hassenfeld  just  reorganized 
top  management  into  an  office  of  the 
chairman,  six  of  whose  seven  mem- 
bers are  insiders. 

Management  by  committee  is  a 
dangerous  fallback.  With  its  low 
profit  margins  and  sluggish  growth, 
Hasbro  remains  a  target.  Hassenfeld 
can't  use  antitrust  against  anyone  but 
Mattel.  Few  companies  would  be 
willing  to  pay  as  big  a  premium  as 
Mattel,  but  they  may  not  have  to. 
There's  a  huge  gap  between 
Hasbro's  36  share  price  and  the  53 
Mattel  offered.  In  Wall  Street  jargon, 
Hasbro,  with  its  legions  of  disgrun- 
tled shareholders,  is  "in  play."  ■ 
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"We  Chose 

Zenger  Miller 


Because  Of  Their 


Reputation  As  A 


Top  Management 

Development 


Consulting  Firm." 

Charles  Vaughan-Johnson,  President  &  CEO,  The  Bank  Of  Bermuda 

"The  Relationship 
Has  Really  Been  An 

Excellent  One." 

Alan  Richardson,  Senior  VP,  Banking,  Bermuda,  The  Bank  Of  Bermuda 


"In  1993,  the  Bank  of  Bermuda  created  an 
International  Banking  School,  to  focus  on  staff 
training  and  development.  There  had  been  a  lack 
of  coherence  in  our  earlier  on-the-job  training 
efforts.  We  were  intent  on  doing  far  better. 

"We  wanted  to  build  a  consistent  manage- 
ment culture  for  the  Bank.  We  wanted  skills- 
development  dealing  with  the  issues  people 
actually  face  in  financial  services.  We  wanted 
the  role-modeling  power  of  internal  training. 
And  we  wanted  all  our  efforts  to  reinforce, 
not  contradict,  each  other. 

"Zenger  Miller  provides  us  training  that  is 
creative,  interactive,  applicable  and  affordable. 

I 


-  9» 


5NEI 

Every  communication,  every  transaction,  every 
implementation  has  been  first  class. 

'  We  valued  their  willingness  to  fit  the 
training  to  our  culture.  The  climate  within  our 
organization  is  now  a  much  healthier,  more 
productive  one.  Zenger  Miller  has  presented 
meaningful  solutions  which  have  helped  us 
move  our  Bank  forward." 

To  learn  more  about  Zenger  Miller,  call  us 
at  1-800-566-0630.  Or  fax  us  at  1-408-452-1155. 
Or  log  on  at  http://www.zengermillerlibrary.com 


ZengerMi  l  l  e  r 


A  Reputation  For  Results" 


t  '  Iv! 


Like  house  pets  suddenly  thrown  into  a  jungle 
environment  the  big  Japanese  banks  are  having  a  hard  time 
adjusting  to  a  new,  more  competitive  order. 

Can  these  dinosaurs 


adapt; 


By  Neil  Weinberg 


A  Bank  of  Tokyo- 
Mitsubishi  branch 
At  Japanese  banks, 
the  focus  has  been 
size,  not  service. 


A  top  executive  at  one  of  Japan's 
biggest  commercial  banks  expresses 
the  anxiety  among  his  peers  in 
Japan's  $9.7  trillion  (assets)  banking 
industry:  "A  decade  ago  our  lives 
were  simple.  All  we  had  to  do  was 
comply  with  the  Ministry  of 
Finance's  instructions.  Now  everyone 
talks  about  the  need  for  better  service 
and  better-quality  assets,  but  nobody 
knows  how  to  do  it. 

"We  feel,"  he  sighs,  "like  we're 
charting  a  brand-new  world  without 


even  a  compass. 

For  a  half  century  the  bureaucrats 
of  Japan's  sprawling  Ministry  of 
Finance  micromanaged  every  aspect 
of  Japanese  bankers'  commercial 
lives,  telling  them  which  segments  of 
the  banking  business  each  could 
enter,  how  much  they  could  lend, 
where  they  could  have  branches,  even 
what  the  branches  should  look  like. 
They  were  little  different  from  regu- 
lated public  utilities. 

In  such  an  atmosphere,  individual 


initiative  is  squelched  and  profitabili- 
ty suffers.  Japanese  banks  are  among 
the  world's  largest,  but  also  among 
the  least  profitable.  A  recent  Moody's 
study  put  Japanese  banks'  average 
return  on  assets  at  0.35%  in  1993 — 
even  before  making  provisions  for 
bad  debt.  This  was  dead  last  among 
18  countries  surveyed,  and  less  than 
one-fifth  of  U.S.  banks'  average  levels 
of  profitability  (see  chart,  p.  78).  U.S. 
banks  have  been  reducing  their 
dependence  on  income  from  com- 
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Lower  costs 
and  higher 
quality 


Laurie  Atkinson,  Contract  Administrator,  USF&G 


search,  they 


were  the  goals 
of  our  'Aggressive  Sourcing' 
program.  And,  after  an  intensive 

were  the  reasons  we 


chose  Olsten  Staffing  # 


U  S  F+G" 

I  N  S  II  B  AN  t  f 


When  Laurie  Atkinson  and  a  team  of  senior  managers 
set  out  to  reengineer  the  procurement  functions  at 
USF&G's  headquarters  and  branch  offices,  the  first 
area  they  tackled  was  temporary  staffing. 

"At  the  time,"  says  Atkinson,  "we  were  using  more 
than  100  staffing  vendors.  Each  department  or  office 
made  their  own  decisions.  We  needed  more  quality 
control  and  less  paperwork." 

USF&G  began  searching  for  a  partner  with  the 
ability  to  manage  a  wide  range  of  temporary  staffing 
needs  across  the  country.  They  were  also  looking  for 
systems  that  could  streamline  their  flexible  staffing 
process.  After  reviewing  40  firms,  they  chose  Olsten. 

"In  the  year  since  we  began  working  with  Olsten," 
says  Atkinson,  with  a  smile,  "we  have  met  or  exceeded 
all  our  goals.  Most  important,  our  internal  clients  are 
happy  with  the  service.  That's  what  I  call  success." 


With  more  than  700  offices,  Olsten  Staffing 
Services  meets  the  diverse  needs  of  its  global  clients 
with  supplemental  staff  across  the  spectrum  of  job 
skills.  As  part  of  Olsten  Corporation,  one  of  the 
largest  human  resource  services  providers  in  the  world, 
we  deliver  superbly  trained  personnel,  solid  on-time 
performance  and  a  full  range  of  staffing  services. 

THE  ONE  CALL  THAT  WORKS 

1-800-WORK  NOW 

V  ' 


A Olsten 
1  Staffing  Services5 

America  is  going  to  work  with  us: 


Visit  US  at  http://www.WOrknow.COm  ©1996  Olsten  Corporation  E0E  M/F/D/V 


o  ensure  our  nation's  prosperity,  we  need  a  solid  program  of  sustainable 
economic  growth.  Whoever  wins  the  presidency  should  reduce  excessive 
regulation,  cut  wasteful  spending  and  restore  fairness  to  our  tax  code. 

Growth  should  be  the  goal.  We  can  only  provide  greater  opportunities 
for  all  Americans  when  our  economy  is  running  full  throttle. 

At  The  CIT  Group,  we  will  do  our  part.  We  will  help  thousands  of 


©  1996  The  CIT  Group.  Inc. 


companies  and  individuals  use  the  resources  at  their  disposal  to  get 
where  they  want  to  go.  We  do  it  through  asset-based  financing,  helping 
them  tap  the  value  of  their  assets  for  the  money  they  need  for  increased 
performance,  improved  quality  and  enhanced  competitiveness. 

For  information  about  The  CIT  Group's  resources  and  capabilities,  call 


us  at  -  1-800-CIT-1908. 


Americas 


Most  Experienced 


Asset- Based 


Lender. 


mercial  lending  by  developing  new 
fee -for- service  or  financial  asset  trad- 
ing operations.  But  Japanese  banks 
have  been  very  slow  to  do  this.  Big 
Japanese  banks  typically  generate  only 
around  20%  of  their  earnings  from 
noninterest  income,  versus  nearly 
50%  for  many  large  U.S.  banks. 

And  if  you  think  U.S.  banks  were 
in  trouble  in  1991,  that  was  nothing 
compared  with  the  current  plight  of 
the  Japanese  banks:  Of  their  $9.7  tril- 
lion in  assets,  probably  $1  trillion  is 
nonperforming  and  subject  to  big 
writeoffs.  We  say  "probably"  because 
no  one  really  knows.  Says  Shinji 
Okabe,  Moody's  Japan  vice  presi- 
dent: "Every  estimate  of  [Japanese 
banks']  bad  debt  is  misleading 
because  poor  reporting  means  bank 
managers  themselves  don't  know  the 
size  of  the  problem."  Though  17  of 
the  21  top  banks  wrote  off  over  $100 
billion  in  bad  debt  in  the  fiscal  year 
through  March,  this  has  barely  put  a 
dent  in  the  problem. 

Now  consider  this:  Citibank  is  the 
only  bank  in  Japan  that  offers  24- 
hour  automatic  teller  machines  and 
telephone  service.  Citibank  over  the 
past  three  years  has  leveraged  its 
unique  retail  services  into  nearly  50% 
annual  growth  and  now  boasts  $5 
billion  in  deposits,  and  it  would  have 
grown  even  faster  if  the  Finance  Min- 
istry didn't  bar  Citibank  from  enter- 
ing other  lines  of  business.  The 
Finance  Ministry  has  good  reason  to 
be  worried:  In  marketing  technology 
Citibank  is  years  and  years  ahead  of 
any  Japanese  bank. 

Change  is  coming  to  Japanese 
banking,  but  slowly.  Take  $306  bil- 


Wasted  assets 


Commercial  banks'  average 
return  on  assets  (pretax) 


Run  like  cosseted  public  utilities,  Japanese  banks  have  underperformed 
in  good  times  and  bad. 


lion  (assets)  Long  Term  Credit  Bank 
of  Japan.  It  has  the  misfortune  of 
being  chartered  as  a  wholesale  lender 
to  corporations:  Japanese  corpora- 
tions have  cut  their  dependence  on 
bank  loans  from  nearly  80%  two 
decades  ago  to  around  65%  today — 
which  means  that  this  bank's  business 
is  fading  away.  Scrambling  for  new 
borrowers  in  the  1980s'  real  estate 
craze  cost  LTCB  huge  loan  losses. 

But  now,  without  waiting  for  word 
from  the  bureaucrats  who  long  con- 
trolled its  destiny,  LTCB  plans  to  slash 
$10  billion  in  low-margin  loan  assets 
from  its  balance  sheet  this  year  and 
push  into  fee-for-service  businesses 
like  pension  management  and  M&A 
consulting.  Abroad,  LTCB  is  putting 
together  Vietnam's  first  leasing  firm. 
Says  LTCB's  Kazuhiko  Oiwa,  director 
of  corporate  planning:  "To  be  global 
players,  we  have  to  be  responsible  for 


Automatic  teller 
machines  at 
Citibank  Japan 
If  you  want 
24-hour  service, 
Citibank  is  your 
only  choice. 


ourselves  rather  than  rely  on  the  mof's 
convoy  system"— a  reference  to  the 
old  system  in  which  the  bankers  were 
expected  to  move  in  lockstep. 

After  being  thrown  out  of  the  U.S. 
late  last  year  for  concealing  $1.1  bil- 
lion in  bond  trading  losses,  Daiwa 
Bank  (assets,  $260  billion)  has 
launched  the  most  far-reaching 
branch  and  staff  cutbacks  among 
large  banks  and  may  be  the  best  posi- 
tioned among  big  Japanese  banks  for 
the  difficult  days  ahead.  According  to 
Japanese  press  reports,  after  the  U.S. 
scandal  Daiwa  was  nearly  forced  to 
merge  with  crosstown  rival  Sumito- 
mo Bank. 

Daiwa  executives  have  used  the 
predicament  as  justification  for  cut- 
ting their  work  force  by  around  25% 
over  the  next  four  years,  to  around 
7,000.  The  bank  will  also  close  as 
many  as  20%  of  its  domestic  branches 
and  pare  unprofitable  foreign  opera- 
tions. Total  savings:  $230  million 
annually,  figures  Deutsche  Morgan 
Grenfell  analyst  Paul  Heaton.  "Daiwa 
is  restructuring  much  more  aggres- 
sively than  other  banks,"  says  Heaton. 
"Every  Daiwa  shareholder  should 
thank  the  U.S.  government." 

Over  the  next  two  years  Japanese 
banks  hope  to  prop  up  their  capital 
accounts  by  selling  around  $50  bil- 
lion in  new  equity — badly  needed  if 
they  are  to  take  writeoffs  commensu- 
rate with  the  bad  debts  on  their 
books.  But  who  will  buy  the  new 
shares  unless  the  banks  have  the 
will — and  the  flexibility — to  operate 
in  a  competitive  environment?  Bi 
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LivionS  mom  is  gone,  but  she's  Still  pushing.  Marion  Byam  made  everyone  in  her  family 

believe  they  could  achieve  their  dreams.  Nothing  should  stop  them.  Ever.  Now  that  she's  gone,  they  still  feel  her  strength  behind 
them.  Because  when  Marion  and  her  husband  shared  their  plans  for  the  future  with  their  Allstate  Agent,  Felix  Maisonet,  he  reminded  them 
that  moms  need  life  insurance,  too.  Good  advice.  So  for  Livion  and  his  brothers,  there's  no  limit  to  how  high 

their  dreams  can  fly  For  the  Byam  family -Being  in  good  hands  is  the  only  place  to  bes.M 

"I  knew  Marion  Byam.  She  was  a  strong,  focused  woman.  I  can  see  her  hand  in  the  way  Livion  is  growing  up."  -  Felix  Maisonet. 
Visit  Allstate  at  www.allstate.com 


One  of  the  least  known  of  America's  media  moguls, 
David  Smith  got  some  unwelcome  publicity  last  month. 

"I  didn't  want 
to  be  a  digit  head" 


By  Lisa  Guber  nick 

Until  he  was  arrested  in  Baltimore 
last  month  for  consorting  with  a 
prostitute,  David  Smith,  45,  was  a 
relative  unknown.  Chances  are  high, 
however,  that  you've  tuned  in  to  one 
of  his  television  or  radio  stations. 
Smith's  Nasdaq  public  company,  $1.6 
billion  (assets)  Sinclair  Broadcast 
Group,  Inc.,  controls  28  TV  stations 


and  34  radio  stations  in  15  states. 
Owning  82%  of  the  Baltimore-based 
company,  David  Smith's  family  is 
worth  at  least  $1.1  billion. 

The  story  of  how  the  Smiths  built 
their  empire  begins  with  Julian 
Smith,  a  Johns  Hopkins-educated 
engineer  who  worked  for  two 
decades  as  an  aerospace  engineer  at 


ITT  and  then  Martin  Marietta.  In 
1965,  at  age  45,  he  applied  for  a 
license  for  a  Baltimore  UHF  television 
station,  Channel  45. 

These  were  the  days  of  push-and- 
twist  television  dials  and  rabbit-ear 
antennas — a  time  when  it  was  almost 
impossible  to  get  reception  for  any- 
thing except  the  local  affiliates  of  the 


^  1£~' 

Sinclair 
Broadcasting's 
architect  and 
chief  executive, 
David  Smith 
"My  father  was 
too  much  of  a 
visionary  to  care 
about  profits. 
What  I  wanted 
was  purely  to 
make  money." 
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If  gnats  had  wheels, 
we'd  make  the  bearings. 


T01EARN  MORE  ABOUT  THE  TIMKEN 
TIMKEN1S  THE  REGISTERED  TRADEMARK1; 


en  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


big  three  networks.  No  matter. 
Julian  Smith  was  convinced  that 
there  were  plenty  of  other  markets 
out  there  beyond  the  one  already 
served  by  CBS,  NBC  and  ABC  and  their 
vhf  stations. 

Entrepreneurs  need  patience.  Five 
long  years  would  elapse  before  the 
Federal  Communications  Commis- 
sion granted  Julian  Smith  his  license. 
He  mortgaged  everything  to  buy 
equipment.  In  1971  Smith  quit  his 
engineering  career  and  moved  into 
television  full  time. 

Julian  Smith's  oldest  son,  Freder- 
ick, followed  in  his  father's  footsteps 
to  Johns  Hopkins,  but  studied  den- 
tistry instead  of  engineering.  His 
second  son,  David,  had  the  same 
entrepreneurial  bug  that  had  bitten 
his  dad.  David  dropped  out  of  elec- 
tronics school  after  a  couple  of  years. 
"I  didn't  want  to  be  a  digit  head;  I 
wanted  to  be  an  entrepreneur," 
David  says,  explaining  why  he  decid- 
ed to  join  his  father's  little  company 
at  the  age  of  23. 

Dave  Smith  soon  grew  impatient 
with  his  father's  cautious  business 
style.  "My  father  was  too  much  of  a 
visionary  to  care  about  profits,"  he 
says.  "What  I  wanted  was  purely  to 
make  money."  In  1979,  when  he  was 
28,  he  hooked  up  with  an  engineer 
who  had  done  work  for  his  father's 
television  station.  They  put  up 
$10,000  each  to  found  Comark,  a 
maker  of  television  transmitters. 
Comark  was  a  smash  success.  The 
partners  sold  it  for  just  under  $5  mil- 
lion in  1986. 

But  in  1981  David  had  already  left 
Comark  to  return  to  the  family  busi- 
ness. His  father  had  contracted 
Parkinson's  disease  and  asked  Dave  to 
help  him  run  the  company,  which  by 
then  owned  stations  in  Pittsburgh, 
Baltimore  and  Columbus. 

"I  anticipated  there  would  be  trou- 
ble because  of  Dad's  health,"  explains 
Dave.  Julian  Smith  owned  just  40% 
of  his  company's  shares,  with  outside 
investors  holding  the  balance.  In 
1986  six  of  those  outsiders,  who  held 
nearly  50%  of  the  stock,  announced 
that  they  wanted  Julian  out.  Dave 
Smith  managed  to  win  over  one  of 
the  dissidents.  The  ex-dissident 
owned  10.2%.  End  of  coup.  The 
Smiths  and  their  ally  now  held  50.2% 
of  the  company's  stock. 


With  $20  million  in  cash  and 
notes,  the  family  bought  the  dissi- 
dents out.  But  before  he  could  start 
building  again,  Dave  Smith  had 
another  problem:  "My  parents  were 
at  an  age  [80s]  that  if  we  started 
growing  the  company,  we'd  end  up 
having  to  liquidate  it  to  pay  estate 


Sinclair  founder  Julian  Smith 


From  aerospace  to  TV  broadcaster. 

taxes."  So  he  borrowed  $15  million 
against  the  company's  assets  to  buy 
his  father  out. 

In  1991  Dave  Smith  was  free  of 
encumbrances  and  ready  to  charge 
ahead.  His  first  move  came  in  Pitts- 
burgh, where  his  station,  vvptt,  had 
been  losing  money  for  years.  "We 
either  had  to  buy  up  the  competition 
or  sell  the  station,"  he  says. 

The  Gulf  war  had  just  begun,  and 
the  financial  markets  were  dropping. 
"Everybody  thought  it  was  the  end 
of  the  world,"  says  Smith.  "I  didn't. 
I  believed  that  certain  things  were 
going  to  happen  in  the  television 
industry,  the  most  important  being 
consolidation."  Ignoring  the  war- 
induced  panic,  he  bought  the  com- 
petition, wpgh,  for  $55  million.  The 
price  was  high:  seven  times  cash  flow. 
"Everyone  thought  we  were  crazy," 
he  says.  But  of  course  many  of  the 
smartest  buys  are  made  when  "every- 
one" thinks  the  world  is  going  to 
hell,  wpgh  is  now  worth  over  $300 
million. 

At  the  time,  the  Federal  Commu- 
nications Commission  prohibited  any 
single  owner  from  controlling  two 
stations  in  the  same  market.  So  Smith 
had  to  sell  his  original  Pittsburgh 
holding,  vvptt.  He  sold  it — to  a 
former  Sinclair  employee — but  ended 
up  with  the  right  to  continue  pro- 
gramming the  station. 

Here's  how    it  worked:  When 


Home  Improvement  hit  the  syndica- 
tion market  a  couple  of  years  ago, 
Smith  bought  it  for  $50,000  per 
episode  for  his  stations  in  Baltimore, 
Pittsburgh  and  Columbus.  Smith  was 
the  only  buyer  of  situation  comedies 
in  those  markets;  he  bought  the  show 
for  about  a  third  of  what  it  was  going 
for  elsewhere. 

In  full  swing  now,  in  1992  Smith 
acquired  the  five-station  Abry  Televi- 
sion group,  for  $200  million  in  cash. 
That  brought  him  a  second  station  in 
Baltimore,  which — again  because  of 
FCC  rules — he  needed  to  sell.  His 
buyer:  the  Pittsburgh  owner  of  WPTT. 

In  February  the  FCC  finally  lifted 
the  limit  on  the  number  of  stations  a 
single  owner  could  control.  Dave 
Smith  was  ready.  Funded  by  a  $100 
million  public  offering  last  year,  and 
$500  million  in  debt,  he  acquired  the 
$1.2  billion  River  City  Broadcasting 
Group  for  cash.  Sinclair  shares,  which 
went  public  at  21  in  June  1995,  are 
now  trading  at  38. 

As  in  the  radio  business,  consolida- 
tion is  driving  TV  station  prices  ever 
higher  (Forbes,  Aug.  12).  "We  have 
to  look  at  someplace  else  to  grow  our 
business,"  says  Smith. 

That  "someplace  else"  is  a  broad- 
cast modem  that  Smith  plans  to  offer 
his  viewers  later  this  fall.  Using  the 
same  technology  that  provides 
closed-caption  television,  Smith  plans 
to  broadcast  Internet  material  over 
the  air.  He  will  charge  viewers  SI 00 
for  a  box  and  antenna  they  can  attach 
to  their  computers,  which  will  allow 
them  to  get  material  at  about  seven 
times  the  speed  of  a  conventional 
14.4  kilobit  modem. 

Smith  will  have  some  healthy  com- 
petition. Intel  has  already  created  a 
similar  product,  in  tandem  with  NBC, 
Viacom  and  Turner  Broadcasting, 
currently  in  testing.  But  Smith  is 
forging  ahead.  If  the  Gulf  war  and 
dissident  shareholders  didn't  faze 
him,  neither  does  the  mighty  Intel. 
"It  is  our  onlv  way  to  insure  we  can 
be  out  in  front,"  Smith  says,  making 
it  clear  he  isn't  about  to  rest  on  his 
laurels. 

And  that  embarrassing  arrest?  "It 
has  no  effect  on  his  ability  to  run  the 
company,"  says  older  brother  Freder- 
ick Smith,  himself  a  major  sharehold- 
er. "But  I  am  sad  for  Dave  and  his 
family.''  ■ 
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Investing    in    the  things 


TOYOTA'S  FIRST  U.S.  operations  began  in  1957,  at  a 
small  dealership  in  Hollywood,  California.  Since 
then,  through  continual  investment  here  in  the  U.S., 
we've  grown  to  become  a  major  part  of  the  American 
auto-manufacturing  community.  Today,  Toyota  direct- 
ly employs  over  19,000  Americans,  with  another 
76,000  employed  by  our  dealers.  And  in  the  last  five 
years  alone,  we've  invested  more  than  $60  million  in 
worthwhile  community  organizations  and  charitable 
programs,  especially  in  the  field  of  education.  Our 
cars  may  have  changed  a  lot  since  1957.  But  our  com- 
mitment to  growth  in  America  is  stronger  than  ever. 

WE    ALL    CARE    ABOUT.  TOYOTA 


For  more  information  about  Toyota  in  America  visit  our  web  site  at  http://wwui.toyota.com/antenna/usa.lilml 
or  write  Toyota  Motor  Corporate  Services,    9  West  57th  Street.  Suite   4900-V2.    New   York,    New   York  10019 


In  consulting  a  spiritualist,  Hillary  Clinton  isn't  alone. 
New  Age  products  and  services  are  a 
multibillion-dollar  business. 

Coin  of  the 


New  Age 


By  Tim  W.  Ferguson  with  Josephine  Lee 

Hillary  Clinton's  sessions  with 
spiritualist  Jean  Houston  have 
amused  some  people,  outraged  some 
and  reminded  still  others  that  there's 
good  money  to  be  made  from  the 
Aquarian  undercurrent  of  the  late 
20th  century.  For  better  or  v/orse, 
Eastern  mysticism,  unconventional 
healing,  studied  self- awareness — var- 
ious forms  of  alternative  conscious- 
ness— involve  millions  of  people  in 
the  U.S.  alone.  Many  of  these  disci- 
ples are  like  Hillary:  well-heeled,  with 
lots  of  formal  education  and  intellec- 
tual  pretensions.  In  short,  they  are  a 
prime  market. 

A  1993  New  England  Journal  of 
Medicine  article  estimated  "uncon- 
ventional therapy"  spending  at  $11.7 
billion  in  1990.  Forbes  figures  that 
close  to  $2  billion  more  goes  every 
year  to  thousands  of  aromatherapists, 
channelers,  macrobiotic -food  vendors 
and  assorted  massagers  of  mind  and 
body.  At  EastWest  Animal  Care 
Center  in  Oakland,  Calif.,  there  is 
even  acupressure  for  pets. 

We  hasten  to  admit  there  are  prob- 
lems of  definition  here.  For  instance: 
Is  $4  million  (1995  sales)  Aroma 
Vera  of  Los  Angeles  a  New  Age  phe- 
nomenon? Or  are  its  body  oils  and 
masks  just  thought  to  be  more  attrac- 
tive and  easier  on  the  skin  than  tradi- 
tional cosmetic  products?  Is  the 
Republic  of  Tea,  founded  near  San 
Francisco  by  the  same  people  who 
created  Banana  Republic,  something 
more  than  a  hip  Lipton?  And  what  of 
the  scores  of  self-help  books  at  Bor- 
ders or  Barnes  &  Noble?  Are  they 
qualitatively  different  from  anv  best- 
seller at  the  Bodhi  Tree  Bookstore  in 
West  Hollywood?  Is  Herbal  Ecstacy 


(15  million  sets  of  tablets  sold  at  $20 
to  $25  each,  the  makers  say)  an 
aphrodisiac  and  more? 

In  a  sense,  however,  these  defini- 
tional problems  make  the  point  that 
products  and  services  that  used  to 
attract  a  handful  of  oddballs  and  Hol- 


in  the  fancy  spa  resort  town  of 
Sedona,  Ariz.,  publishes  a  guide  to 
7,000  "metaphysical"  marketing  out- 
lets. Trade  shows  like  one  in  Denver 
this  summer  drew  1 ,700  vendors, 
such  as  Monte  Farber  of  New  York's 
Enteractive  Inc.,  who  put  his  taroc 
card-reading  software  through  its 
computer  paces. 

Thus  far  in  1996,  organizers  have 
already  held  seven  Whole  Life  Expos, 
attended  by  a  total  of  82,000  New 
Age  consumers.  And  eight  more 
shows  are  scheduled  for  the  remain- 
der of  the  year.  The  biggest  whole- 
saler in  the  New  Age  retail  world  is 
said  to  be  New  Leaf  Distributing  of 
Lithia  Springs,  Ga.  with  annual  rev- 
enues of  S30  million. 

Clearly,  a  lot  of  the  New  Age 
industry's  revenues  come  from  read- 
ing materials.  Books  by  author  and 
lecturer  Deepak  Chopra  (Forbes, 
Oct.  9,  1995)  have  sold  in  excess  of 


lywood  celebrities  now  attract  mil- 
lions of  ordinary  American  con- 
sumers. "New  Age  is  no  longer  an 
alternative  lifestyle,"  says  Anne 
Alexander,  editor-in-chief  at  the  bi- 
monthly Natural  Health.  "We  think 
of  ourselves  as  an  increasingly  main- 
stream magazine.  Relationships, 
mental  health,  spiritual  concerns  and 
fitness  are  all  connected." 

New  Editions  International,  based 


Psychic  Eye 
shop  in 

Torrance,  Calif. 
Jewelry,  oils 
and  S40-an-hour 
seers. 


10  million  copies  all  told.  James  Red- 
field's  "spiritual  transformation"  tale 
Celestine  Prophecy  has  been  on  the 
bestseller  list  for  128  weeks;  his  Tenth 
Insight  \s  a  newer  smash.  At  least  two 
specialty  publishers  report  $9  million 
or  more  in  annual  sales.  The  top 
magazine  in  the  field  is  New  Age 
Journal,  with  S3  million  in  expected 
1996  ad  revenues  and  a  paid  (but 
unaudited)  circulation  of  200,000. 
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let  the  leading  name 
in  business  publishing 

work  for  you 


Custom  magazines,  newsletters,  and  much  more. 


No  publishing  company  understands  the  value  of  a  name  better  than  Forbes. 
For  nearly  80  years,  Forbes  has  published  top-of-the-line  editorial  products 
for  millions  of  readers  and  thousands  of  advertisers.  And  now,  Forbes  Custom 
Media  Group  can  customize  one  just  for  you. 

Whatever  your  marketing  goals  or  target  audience  may  be,  Forbes 
Custom  Media  Group  has  the  experience,  skills  and  resources  necessary 
to  impact  your  audience. ..and  your  company's  bottom  line. 
Call  us  today  to  see  what  we  can  do  for  you. 


Forbes  

CUSTOM      MEDIA  GROUP 


For  more  information,  contact 

John  R.  Campbell,  Publisher,  Forbes  Custom  Media  Group,  at  212.620.2396. 


y?  Hardly.  More  a  choice 
between  anoriyrruty  and  relationship. 

.On  our  part,  something. we  learned 
serving  families  for  as  many  as  five 
generatioi5s,.£oryqu.  an  intangible  comfort 
when,  you  leave  home  for  a  distant  shore. 

The  Cloister.  Sea  Island.  Mobil  Five-Star 
accommodations  with  spontaneous  warmth. 
World  class  golf.  Wonderful  dining.  Yes,  five 
miles  of  private  beach,  tennis,  spa.  skeet 
d  horseback  outings,  too. 


f. 


sit  or  inquire  about  V~S 
:ate  residences.  Wf 


cottage  and  estate  residences, 
call  800-SEA-ISLAnd.  The  Cloister. 
Sea  Island.  Georgia  3156k 

Who  you  are  matt 


THE  CLOISTER 


Reserve  now  for  Bridge  festivals,  upcoming 

Spa  programs.  Food/Wine  Classic  XIII.  Financial  Seminar. 


A  DPS 


If  this  satellite  deal  won't  get  you 
off  the  couch,  check  your  pulse. 


Been  thinking  about  satellite  TV?  Come  to  RadioShack.  Now  for  about  a 
c 


'dollar  a  day,  you  can  own  an  RCA®-brand  DSS  system  with  programming.  Up 
to  200  channels  on  USSB®  and  DIRECTV®.  Or  subscribe  to  PRIMESTAR®,  with  equip- 
ment and  programming,  also  for  about  a 
buck  a  day.  You  can  have  up  to  95  channels 
with  no  equipment  to  buy.  If  access  to  tons 
of  movies,  pay-per-view,  music  and  sports 
with  digital  picture  and  sound  gets  your 
heart  racing,  come  on  in.  For  a  store  near  You've  got  questions, 

you,  call  1-800-THE  SHACK  .  We've  got  answers.5 

RCA-brand  system  and  programming  sold  separately.  PRIMESTAR  system  and  programming  included  in  monthly  payments.  Price 
and  equipment  may  vary.  Installation  ccs'  not  included.  Some  restrictions  apply.  Broadcast  networks  are  only  available  to 
customers  in  those  limited  areas  not  served  by  local  affiliates  Blackout  and  other  restrictions  may  apply. 


RadioShack 


New  Age  bookstores  are  prime 
retail  ground,  and  not  just  for  books: 
The  Psychic  Eye,  a  $4.5  million  chain 
based  in  Sherman  Oaks,  Calif.,  does 
roughly  half  its  volume  in  sidelines 
such  as  oils  and  statuary,  incense  and 
candles,  and  sessions  with  a  seer  at 
$40  an  hour. 

New  Age  music  may  not  qualify  as 
culture,  but  it  does  seem  to  be  a 
route  to  aural  health.  Artists  such  as 
David  Lanz  help  to  bring  about  $86 
million  in  sales  annually  to  New  Age 
labels  like  Windham  Hill  and  Narada. 

A  fragmented  industry  with 
few  marketing  engines — 
just  a  deep,  popular  yearn- 
ing for  something  lost. 

Stimulation  of  all  the  senses  is  a 
priority  of  the  New  Age,  but  those 
who  provide  it  (such  as  the  1,000 
"day  spas"  in  the  U.S.)  are  almost 
always  independent  operators,  so  it's 
hard  to  add  up  the  bill. 

Meantime,  what  goes  into  the 
body  is  key — as  is,  it  would  seem, 
what  comes  out:  High-colonic 
enemas  are  the  stuff  of  popular  refer- 
ences. Dietary  supplements  and  oral 
remedies  amount  to  billions  of  dollars 
in  sales — the  herb  industry  alone  was 
put  at  $520  million  in  1995 — but  the 
large  producers  can't  neatly  be  classi- 
fied as  New  Age.  When  it  comes  to 
popping  pills,  it's  hard  to  distinguish 
holistic  purists  from  mere  vitamin 
junkies. 

New  Age  has  invaded  politics.  The 
Natural  Law  Party,  a  creation  of 
Transcendental  Meditation  followers, 
claims  it  has  signatures  to  qualify  for 
the  ballot  in  48  states  this  year. 

That  so  many  dollars  are  chang- 
ing hands  and  so  many  lives  are 
being  affected  with  hardly  any  pow- 
erful marketing  engines  at  work 
speaks  to  one  thing:  a  yearning  for 
something  that  seems  to  have  been 
lost  amidst  the  decline  of  organized 
religion,  the  family  and  traditional 
organizations.  "The  assumption 
behind  the  interest  in  New  Age 
material  is  that  we  are  all  spiritual 
beings,"  says  Dwight  Lucky,  editor 
of  New  Ajje  Retailer. 

One  point  is  clear:  There's  money 
to  be  made  from  all  the  seeking.  H 
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'I  know  its  late,  but  Icl  like  some 
sushi.  How  far  do  I  have  to 


01 


You  needn't  ever  leave  the  comfort  of  your  Four  Seasons  room  to  be  transported  by  a  talented  chef. 

loom  service  menus  ahound  with  regional  selections:  from  deep-dish  pizza,  to  striped  hass  without  unwanted  jj^ 

:alories,  to  homemade  chicken  soup  at  midnight.  For  the  same  breadth  of  choice  in  another  ^® 

mequalled  setting,  visit  our  restaurants  downstairs.  In  this  value-conscious  era,  the  demands      WL  K  OkA.  O  IS 
"  r>'  i        ■  Four  Seasons  •  Regent 

)f  business  demand  nothing  less.  To  reserve,  telephone  your  travel  counselor  or  1-800-332-3442.  "0TELS  «^o«ts 

Four  Seasons  •  Regent.  Defining  me  art  of  service  a  1 40  hotels  in  H)  countries. 


Canada's  awash  in  natural  gas, 
but  happily  for  U.S.  producers 
there's  no  way  to  get  a  lot  of  it  to  market. 

Gas  pain 


By  Christopher  Palmeri 

"If  you  drill  for  oil,  you  get  gas; 
you  drill  for  water,  you  get  gas;  you 
drill  for  anything  up  here,  you  get 
gas,"  says  Joseph  Horler,  vice  presi- 
dent for  marketing  at  Canada's  Talis- 
man Energy.  "We've  got  a  lot  of 
gas."  And  no  way  to  ship  it  out. 

The  Western  Canada  Sedimentary 
Basin,  which  sweeps  like  a  huge  sock 
from  northern  British  Columbia 
down  to  North  Dakota,  is  the  largest 
natural  gas  reserve  in  North  America. 
Recently,  however,  Canadian  produc- 
tion has  about  reached  the  limits  of 
pipeline  capacity. 

But  still  the  gas  comes.  Canadian 
producers  have  kept  right  on  bor- 
rowing money  and  drilling  new  wells. 
Inevitably,  they've  had  to  accept 
lower  prices  in  order  to  win  space  on 
a  pipeline  headed  south.  Result: 
1,000  cubic  feet  of  natural  gas  at 
Canada's  main  export  point  in  Alber- 
ta goes  for  about  85  cents.  That  com- 
pares with  about  $2/mcf  at  the  so- 
called  Henry  Hub  in  Louisiana. 

"If  you  are  a  Canadian  natural  gas 
producer,"  says  Roland  Priddle, 
chairman  of  Canada's  National 
Energy  Board,  a  government  entity 
that  regulates  the  energy  industry, 
"you  are  chewing  on  the  carpet  and 
biting  your  fingernails  right  now." 

So  why  doesn't  somebody  build  a 
new  pipeline?  Surprisingly,  Canada's 
big  pipeline  companies — like  Trans- 
Canada  PipeLines  Ltd. — have  been 
cautious  about  adding  new  capacity. 
They  are  accustomed  to  landing 
long-term  contracts  first,  then  using 
the  contracts  to  finance  construction. 
But  long-term  contracts  are  scarce. 
Utilities  are  finding  it  cheaper  to  buy 
gas  and  transportation  on  short-term 
contracts.  Which  leaves  Canadian  gas 
producers  with  plenty  of  product  but 
no  way  to  get  it  to  market. 

David  Tuer,  chief  executive  of  Pan- 


traded  pipeline  partnership  controlled 
by  Houston's  Enron  Corp.  The  con- 
nected new  lines  would  carry  Cana- 
dian gas  right  into  the  heart  of  the 
Midwest. 

PanCanadian  is  also  part  of  the  17- 
company  Alliance  Pipeline  consor- 
tium. This  group  plans  to  build  a 
$2.5  billion,  1,900-mile-long  pipeline 
snaking  all  the  way  from  northern 
British  Columbia  southeast  into  the 
Chicago  area. 


PanCanadian  Petroleum's  David  Tuer  in  Calgary 
A  pipeline  battle  is  brewing  up  north. 


Canadian  Petroleum  Ltd.,  Canada's 
second-largest  gas  producer,  has 
decided  to  take  action.  He  is  backing 
two  new  pipeline  projects.  The  one 
with  the  most  chance  of  succeeding  is 
the  Palliser  Pipeline,  which  would  tap 
southern  Alberta,  where  much  of 
PanCanadian's  gas  lies.  Palliser  will 
connect  with  several  U.S.  pipelines, 
including  one  to  be  built  by  North- 
ern Border  Partners,  L.P.,  a  publicly 


The  Alliance  project  is  still  very 
much  a  paper  pipeline,  but  one  way 
or  another  more  pipeline  capacity 
seems  inevitable.  TransCanada 
PipeLines,  Canada's  largest  interna- 
tional pipeline  system  operator,  is 
finally  stirring.  Depending  on  how 
customers  respond  to  proposals, 
TransCanada  could  add  as  much  as  2 
billion  cubic  feet  per  day  of  capacity 
over  the  next  four  years,  much  of  it 
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SAVIN 

WE'RE  GOING  TO  WIN  YOU  OVER 
ONE  COMPANY  AT  A  TIME. 


And  we've  got 
what  it  takes. 
Innovative  prod- 
ucts. Document 
solutions  designed  to 
bring  new  levels  of 
productivity  to  your  company.  And 
dedicated  people  to  back  it  all  up. 

Tell  us  what  you  need,  we'll  pro- 
vide a  document  solution  for  you. 

We  have  one  of  the  most  com- 
plete product  lines  in  the  industry. 

From  high  performance  copiers 
that  produce  up  to  80  copies  per 
minute.  To  plain  paper  facsimile 
machines  that  let  you  fax,  copy,  scan 
and  print  from  your  computer.  To 
digital  full  color  imaging  systems 
that  deliver  such  high  resolution 
color  prints,  your  documents  will 
get  all  the  attention  they  deserve. 

To  find  out  how  our  win-you- 
over  business  philosophy  can  be 
good  for  your  business,  call 

1-800-234-1900 


to  receive 

our  free,  interactive  "Discover  Savin"  diskette.  And  learn  more  about^ 
Savin,  all  our  products  and  the  sales  office  nearest  you. 
There's  never  been  a  more  opportune  time  to  get  to 
know  Savin.  And,  one  company  at  a  time,  we'll  prove 
it  to  you. 


J  SAVIN  CORPORATION 


savin 

WE'RE  GOING  TO  WIN  YOU  OVER 


to  move  Canadian  gas  to  the  U.S. 

Mobil  Corp.  is  now  reviving  plans 
to  develop  a  big  Nova  Scotia  gas  dis- 
covery that  for  y  ears  has  been  view  ed 
as  uneconomical.  A  consortium 
including  Vancouver's  Westcoast 
Energy  hopes  to  construct  a  $900 
million  pipeline  running  from  Nova 
Scotia  south  to  Massachusetts. 

But  all  this  is  at  least  several  years 
in  the  future.  Meanwhile,  back  in  the 
U.S.,  no  one  is  in  a  hurry  to  see  more 
pipelines  built.  Since  deregulation  in 
both  countries  reduced  restrictions 
on  Canadian  producers  and  U.S.  cus- 
tomers, Canada's  gas  production  has 
doubled  while  production  in  Texas 
and  Louisiana  has  stayed  fairly  flat. 
Canada's  share  of  the  U.S.  natural  gas 
market  has  increased  almost  three- 
fold, to  about  13%,  as  Canadian  gas 
has  eaten  up  a  third  of  all  new 


demand  in  the  U.S. 

A  lot  of  the  new  Canadian  gas  has 
arrived  through  the  Pacific  North- 
west and  into  the  rich  California 
market.  U.S.  producers  in  the  Rocky 
Mountains,  which  traditionally  sup- 
plied California,  are  suffering  from 
the  competition.  Only  the  pipeline 
shortage  has  kept  Canada's  share  of 
the  U.S.  market  from  growing  even 
faster,  notes  Paul  Ziff,  a  consultant 
with  Calgary's  Ziff  Energy  Group. 

Eventually,  and  by  whatever 
means,  more  Canadian  gas  will  find 
its  way  to  U.S.  markets.  This  means 
two  things:  1 )  continued  pressure  on 
U.S.  gas  prices;  and  2)  an  eventual 
payoff  for  companies  that  control  a 
lot  of  Canadian  gas.  Martin 
Molyneaux  follows  some  of  the  450 
publicly  traded  Canadian  oil  and  gas 
companies  for  Calgary's  FirstEnergy 


Capital  Corp.  These  days  Molyneaux 
recommends  Renaissance  Energy, 
Talisman  Energy,  Anderson  Explo- 
ration and  Alberta  Energy.  Once 
smallish  producers,  these  four  com- 
panies have  become  billion-dollar 
businesses,  thanks  in  large  part  to 
surging  gas  sales  to  the  U.S. 

Byron  Dunn,  an  analyst  who  fol- 
lows Canadian  oil  service  stocks  at 
Jefferies  &  Co.  in  Houston,  favors 
Canada's  largest  drilling  rig  operator, 
Precision  Drilling  Corp.,  as  well  as 
Ensign  Resource  Service  Group, 
another  drilling  company.  "I  think 
you  might  get  a  better  pop  with  oil 
service  companies  than  you  would 
from  pipelines  or  producers,"  says 
Dunn.  "You  can  figure  out  how 
many  wells  will  need  to  be  drilled 
and  that  there  are  not  enough  rigs  to 
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MR  CEMENT  BUILT  THE  BRIDGE. 


Cement  can  do  more  than  build  bridges.  It  can 


open  borders.  And  at  a  growing  number  ot 


building  projects,  Cemex  is  the  cement  of 


choice.  With  operations  in  23  countries  and 


trade  relations  with  60  countries,  Cemex 


Mil 


combines 


AIM  OBSTACLE  WAS  CROSSED. 


the  use  ot  the  latest  production  technology 


with  an  efficient,  environmentally  sound 


approach  to  meet  the  needs  of  customers  *t 


everywhere.  Because  we're  not  just  building 


bridges,  we're  building  a  better  world.  To 


learn  more,  call 


52(8)  328-3290.  Or  visit  our  web  site  at 


http://www.cemex.com 


L 


^  

AND  A  BOUNDARY  DISAPPEARED. 


Alamillo  Bridge  in  Seville,  Spain. 


l^liSfiSi»W'"l*-l— ^^^ncul    dvisors' clients. 

^      f  American  Express  i  inane  >«» 

- —       romp  :  , ' 

n.  company  ^^fi^S^ 

who  can  talk  to  you  about  college  too  £ 

how  they  can  help  you  do  more  call  1-800  Ofc 


Harvard. 

Class  of  2011. 
It's  our  little  plan 
to  make  sure 
he  won't  be 
on  our  sofa  at  32. 

Randy  and  Joan 
Hansen 


were  a  little 
concerned  about  Alex's  future. 
After  all,  their  incomes  while 
certainly  respectable,  didn't  exactly 
reach  Ivy  League  proportions. 
So  they  called  Dave,  their  American 
Express  financial  advisor.  He  took 
a  look  at  the  Hansen's  current, 
financial  situation  and  came  up 
with  a  number  of  investment 
options  —  many  of  which  they'd 
never  considered  before.  Then 
together,  they  decided  on  a  plan 
that  was  a  nice  balance  of 
aspiration  and  practicality. 
Thus  began  a  financial  journey- 
that  will  last  the  next  fifteen  years. 
And  give  Alex  the  education  he 
needs  to  get  him  wherever  he  wants 
to  go.  As  long  as  it's  eventually  out 
on  his  own. 

http://www.americanexprcss. 
com/advisors 


Financial 
Advisors 


Can  Detroit  weather 
a  downturn? 


BY  JERRY  FLINT 


Jerry  Flint 


After  staring  bankruptcy  in  the  face  in  the 
1980s,  the  car  industry  is  swimming  in  profits. 
The  big  three  netted  almost  $5  billion  in 
second  quarter  profits.  Last  year  Ford  alone 
netted  $4  billion  and  Chrysler  $2  billion — the 
same  Chrysler  that  needed  a  government 
bailout  in  the  not-so-distant  past.  Other 
industries  may  have  the  glamour,  but  Detroit 
has  the  profits. 

But  what  happens  when  there  is  another 
downturn  in  the  auto  industry?  There  always 
is  one  because  this  is  a  notoriously  cyclical 
business.  Will  the  big  three  run  billions  of 
dollars  in  the  red  again?  Will  the  rating  agen- 
cies again  dump  some  of  their  bonds  in  the 
junk  category? 

Predictions  are  risky,  but  cut  this  out  and 
put  it  in  a  file:  Having  covered  the  business 
for  more  than  30  often-tumultuous  and 
sometimes  frightening  years,  I  am  happy  to 
report  that  Detroit  has  not  wasted  the  recent 
prosperous  years.  The  carmakers  never  have 
been  so  ready  for  bad  times.  If  sales  drop  this 
fall  and  next  year,  Detroit  should  ride  it  out 
profitably.  Carmakers  usually  run  into  trouble 
when  sales  slump  because  they  get  caught 
expanding.  New  plants  are  being  built,  the 
model  lineup  grows,  workers  are  hired  and 
the  labor  contracts  get  generous.  The  boys 
and  girls  get  careless  about  costs. 

That  just  isn't  happening  today.  Quite  the 
opposite.  The  big  three  are  running  scared 
and  squeezing  costs  as  if  they  were  already  in 
the  middle  of  a  recession. 

Look  at  the  plants.  The  last  GM  assembly 
plant  built  in  the  U.S.  was  the  Saturn  plant  in 
Tennessee  in  1990 — almost  ancient  history.  The 
last  Chrysler  plant  was  the  Grand  Cherokee 
plant  in  Detroit,  which  rolled  its  first  Jeep  in 
1992  and  was  actually  a  replacement  for  a  plant 
torn  down  in  the  same  spot.  The  last  new  Ford 
assembly  plant  was  built  in  1974,  before  many 
of  our  children  were  born.  Even  widi  capacity 
tight  in  trucks,  no  American  company  is  plan- 
ning a  new  assembly  plant  in  diis  country 
(although  the  Japanese  and  die  Germans  are). 

For  two  of  the  three  Detroit  companies,  the 
heavy  new-model  tooling  costs  are  behind 
them.  Ford  has  just  redone  its  bestsellers,  the 
Taurus  and  the  Escort,  as  well  as  the  big 
pickup  truck.  Chrysler's  minivan  is  new,  and 
while  it  is  redoing  its  large  sedans  for  next  fall, 


and  getting  ready  to  build  an  all-new  Dodge 
utility  vehicle  and  a  new  line  of  V-6  engines, 
the  big  job  was  those  minivans. 

General  Motors  is  a  bit  more  vulnerable.  It 
has  1 3  new  models  coming  out  over  the  next 
year.  A  downturn  of  any  significant  propor- 
tion would  leave  a  bill  for  the  changeover 
without  the  reward  of  big  sales.  But  even  for 
GM,  it's  not  all  risk.  GM  has  been  chopping 
assembly  time  by  about  30%  with  every  new 
model,  and  that's  likely  to  happen  with  these, 
too.  That  comes,  by  the  way,  not  by  making 

The  very  word  downsizing 
started  with  the  auto  industry, 
and  productivity  is  still  rising. 


people  work  harder  or  by  outsourcing,  but 
largely  through  coordinating  design  and  man- 
ufacturing to  make  the  vehicles  easier  to  build. 

The  work  forces  aren't  growing,  either. 
GM  is  down  to  240,000  hourly  workers  this 
spring,  from  247,000  at  the  start  of  1995, 
and  262,000  at  the  start  of  1994,  while  the 
salaried  force  has  leveled  off  at  67,000. 
Remember:  The  very  word  downsizing 
started  with  the  auto  industry,  and  produc- 
tivity is  still  rising.  The  typical  big  three 
worker  is  in  his  late  40s  or  early  50s.  This 
suggests  that  the  work  force  can  be  further 
reduced  through  attrition  rather  than 
through  layoffs.  In  a  downturn,  retirements 
would  reduce  the  layoff  numbers,  which  is 
important  because  Detroit  keeps  paying  its 
workers  during  layoffs. 

On  top  of  all  this,  there  are  the  changes 
among  suppliers.  They  have  been  chopping 
costs  just  like  the  carmakers,  and  taking  on 
more  of  the  product  development  burden, 
which  helps  the  carmakers  with  their  costs. 

Moreover,  a  slump  this  time  will  find  the 
automakers  brimming  with  cash:  $15  billion 
at  Ford;  $13  billion  at  GM;  and  nearly  $9  bil- 
lion at  Chrysler-. 

When  will  the  test  come?  Probably  not  until 
next  year.  The  market  is  nervous  about  the 
auto  stocks — which  is  why  they  sell  at  multi- 
ples of  6  to  8  times  estimated  1996  earnings 
in  a  market  priced  at  17  times  estimated  earn- 
ings. But  if  the  auto  companies  pass  the 
downturn  test  as  well  as  I  think  they  will,  the 
stocks  deserve  much  higher  multiples.  M 
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Thanks  to 

Sprint  Business, 
^   more  of  our  flowers 
M  are  popping  up 
?   all  over  the  world." 

v         —  Meg  Whitman,  CEO,  FTD  Inc. 


FTD,"  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 

"Sprint  helps  us  process  orders  in  half  the  time." 

Sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 

Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  143  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Call  Sprint  Business 

1-800  816  REAL 


www.sprint.com 


Sprint 


We  help  business  do  more  business 


©1996  Sprint  Communications  Company  L  P  All  trademarks  are  property  ot  their  respective  owners 


Henry  Silverman  has  convinced  investors  that  he  can 
make  magic  out  of  such  humdrum  businesses 
as  motels,  car  rentals  and  real  estate  brokerages. 

Henry 

the  magician 


By  Howard  Rudnitsky 

When  the  market  tottered  in  mid- 
July,  so,  too,  did  HFS  stock,  but 
everything,  is  relative.  Though  it  fell 
over  25%  (from  70  to  51),  HFS 
rebounded  to  around  66  and  is  fetch- 
ing some  50  times  projected  1996 
earnings.  That  still  left  the  Parsippa- 
ny,  N.J. -based  company  selling  at 
well  over  double  the  market  multiple. 
Pretty  nifty  for  a  franchising  stock. 

This  market  loves  fast  growth,  and 
hfs  founder  Henry  Silverman,  56, 
has  delivered  fast  growth.  A  former 
dealmaker  for  Saul  Steinberg  and 
Drexel  Burnham  Lambert  partner- 
ships, the  self-described  "neurotic 
workaholic"  trades  companies  the 
way  some  people  trade  in  and  out  of 
stocks.  He  and  his  investors  bought 
and  sold  the  Days  Inn  hotel  chain 
several  times,  making  money  each 
time.  He  once  told  Lodging  magazine 
that  dealmaking  "was  just  like  buying 
a  used  car.  You  polished  the  car, 
changed  the  driver  and  sold  it.  Hope- 
fully, there's  someone  out  there  who 
thinks  you've  increased  the  value  arid 
will  pay  you  more." 

And  it  seems  to  work.  HFS  began 
its  life  as  a  public  company  under  the 
name  Hospitality  Franchise  Systems 
when  Silverman  took  it  public  in 
December  1992.  He  put  plenty  of 
polish  on  this  franchiser  of  motels, 
whose  earnings  grew  from  $21  mil- 
lion in  1993  to  $80  million  last  year. 
Predictions  are  that  HFS  will  hit  $160 
million  in  1996  on  revenues  of  $725 
million.  On  that  shiny  record  Silver- 
man in  late  May  sold  $1.2  billion  in 
new  equity  into  a  market  hungry  for 
fast-growth  stories. 

When  it  went  public  in  1992  hfs' 
market  capitalization  was  $300  mil- 


lion. Now  it's  around  $9  billion. 

What's  this  phenomenon  all  about? 
HFS  franchises  eight  national  hotel- 
motel  chains,  including  Days  Inn, 
Howard  Johnson  and  Ramada.  It  is 
now  also  a  major  player  in  the  resi- 
dential brokerage  business,  where  it 
franchises  Century  21  offices  and 
recently  acquired  Coldwell  Banker. 
Next  step:  car  rentals.  In  June  HFS 
made  a  deal,  expected  to  be  consum- 
mated this  fall,  to  buy  Avis  for  S800 
million  in  cash  and  stock. 

Since  when  is  franchising  such  a 
gold  mine?  To  use  his  own  metaphor, 
Silverman  is  more  in  the  business  of 
polishing  up  old  companies  than  in 
the  business  of  franchising.  When  you 
have  a  hot  stock,  as  HFS  does,  you  can 
make  acquisitions  cheaply,  either 
using  your  stock  as  currency  or  using 
it  to  raise  money  inexpensively  from 
equity  investors  dazzled  by  your 
apparent  growth  record. 

Let's  get  specific,  hfs  paid  $640 
million  cash  (and  assumed  $100  mil- 
lion in  debt)  for  Coldwell  Banker.  It 
raised  that  cash  (and  more,  for  other 
acquisitions)  by  selling  HFS  stock  to 
the  public  in  May  at  more  than  70 
times  trailing  earnings.  But  the  price 
HFS  paid  for  Coldwell  was  about  20 
times  earnings. 

Look  at  it  this  way:  Silverman  paid 
around  1.5%  for  that  equity  money, 
but  is  earning  5%  by  putting  the 
money  into  Coldwell.  It's  not  quite 
that  simple,  but  you  get  the  picture. 
The  mere  fact  of  the  acquisition  will 
boost  HFS  earnings  substantially. 

hfs'  growth  fuels  its  market  price, 
making  acquisitions  cheap;  cheap 
acquisitions  help  keep  the  growth 
rate  up.  And  so  the  game  goes. 


i 


Besides  being  a  financial  magician, 
Silverman  is  a  good  businessman.  He 
is  adept  at  developing  new  sources  of 
income.  Take  hfs'  "preferred  vendor 
program."  It  makes  deals  with  com- 
panies like  Eastman  Kodak,  Coca- 
Cola,  cue  International  and  AT&T  to 
sell  their  products  exclusively  in 
hotels  and  realty  offices  owned  by 
hfs  franchisees.  The  franchisees 
obtain  added  revenues  from  the  ven- 
dors, and  hfs  gets  1%  to  2%  of  any 
incremental  revenues  generated,  hfs' 
vendor,  fee  income  jumped  to  $21 
million  in  1995  from  S6.5  million  in 
1993  and  is  expected  to  more  than 
double  this  year.  Still,  there  are  limits 
to  how  much  extra  revenue  can  be 
wrung  from  such  humdrum  busi- 
nesses as  motels,  car  rentals  and  real 
estate  brokerages. 

What  happens  when  the  preferred 


98 


Forbes  ■  September  9,  1996 


vendor  revenue  gains  slow  and  the 
acquisitions  become  harder  to  find? 
You  guessed  it:  The  earnings  growth 
will  slow.  For  a  clue,  examine  HFS' 
annual  report  for  1995.  It  says  earn- 
ings rose  to  73  cents  from  53  cents — 
up  38% — based  on  purchase  account- 
ing. But  on  page  26  of  the  report  are 
a  different  set  of  numbers,  the  pro 
forma  figures.  These  show  that  earn- 
ings were  9 1  cents  versus  84  cents — 
a  gain  of  just  8%. 

While  the  purchase  accounting  hfs 
uses  is  perfectly  legal,  it  puts  a  shiny 
gloss  on  economic  reality.  By  con- 
trast, annual  pro  forma  numbers 
better  reflect  the  real  world.  Last 
winter  Silverman  appeared  to  argue 
with  that.  As  an  explanatory  footnote 


says  in  hfs'  1995  annual  report:  "The 
pro  forma  results  aren't  necessarily 
indicative  of  the  results  of  operations 
that  would  have  occurred  had  the 
transactions  been  consummated  as 
indicated  nor  are  they  intended  to 
indicate  results  that  may  occur  in  the 
future." 

Now  Silverman  seems  to  have 
changed  his  mind.  Why?  In  pro 
forma  comparisons  for  the  first  half 
of  1996,  just  sent  to  Forbes,  Silver- 
man highlights  a  31%  gain — spurred 
by  the  rapid  growth  in  preferred 
vendor  fees. 

Respected  financial  statement  ana- 
lyst Robert  Olstein,  who  heads 
Olstein  Financial  Alert  Fund  based  in 
Purchase,  N.Y.,  says  hfs'  real  long- 
term  growth  rate  is  not  anything  like 
the  38%  reported  last  year  that  has 
helped  propel  hfs  stock  to  such  lofty 
heights.  So  let's  visit  the  real  world 
that  lies  behind  hfs'  financial  state- 
ments. Its  biggest  revenue  and  earn- 
ings generator  in  1995  was  its  lodg- 
ing business,  which  franchises 
properties  with  nearly  a  half-million 
rooms.  A  key  measure  of  growth  is 
the  increase  in  revenues  per  available 
room.  The  hotel  industry  showed 
nearly  6%  growth  in  those  revenues  in 
1995;  hfs'  chains  showed  3%,  rising 
to  a  still  subpar  4%  in  1996's  first 
half.  Hardly  exceptional. 

Neither,  as  Silverman  discovered, 
was  the  gambling  business.  In  1993, 
when  gambling  was  hot,  he  made 
investments  in  several  startup  casino 
projects.  The  company  lost  money,  so 
in  November  1994  he  spun  off  the 
business,  called  National  Gaming,  to 
hfs  shareholders,  taking  a  small  $2.5 
million  charge.  Just  in  time.  In  1995 
National  Gaming  lost  $18  million, 
which  Silverman,  of  course,  didn't 
have  to  subtract  from  hfs'  earnings. 
He  ran  National  Gaming  almost  as  if 
it  were  part  of  hfs,  but  kept  it  from 
smelling  up  hfs'  books. 

In  January  1996  he  renamed  it 
National  Lodging  and  stepped  down 
as  chairman  and  chief  executive,  but 
not  before  he  had  it  acquire  interests 
in  112  Travelodge  hotels  for  $98  mil- 
lion. HFS  guaranteed  $75  million  of 
its  borrowings — for  a  $1.5  million 
annual  guaranty  fee  and  a  $2  million 
fee  for  having  advised  on  the  deal.  At 
the  same  time,  HFS  acquired  the  roy- 
alty-generating Travelodge  franchise 


system.  Voila!  A  moneylosing  opera- 
tion is  transformed  into  a  revenue 
producer  for  hfs. 

Here's  how  Silverman  is  handling 
this  May's  Coldwell  Banker  acquisi- 
tion. For  his  $640  million  he  got 
franchise  agreements  with  2,165 
independently  owned  franchisees,  a 
listings  network,  a  large  relocation 
company  and  318  company-owned 
branches.  What  happened  after  that 
was  pure  Silverman.  He  set  up  a  trust 
to  hold  the  318  company-owned 
branches.  The  trust  plans  to  sell 
many  of  the  branches  to  new  fran- 
chisees and  remit  the  money  to  HFS, 
but  meanwhile  the  trust  arrangement 
gets  this  capital-intensive  business  off 
hfs'  books,  hfs  will  own  only  the 
trademarks,  listings  network  and 
franchise  agreements — high  profit 
margin,  low  capital  requirement 
operations.  The  trust  will  pay  hfs 
$36  million  in  royalties  over  the  next 
12  months;  hfs  won't  have  to  incur 
fixed  asset  depreciation  charges  on 
the  branches. 

The  proposed  Avis  deal  is  cut  from 
similar  cloth,  hfs  won't  own  any  of 
Avis'  rental  locations,  car  fleets  or 
related  debt.  It  plans  to  spin  off  the 
capital-eating  part  of  the  business  to 
HFS  shareholders,  keeping  only  the 
franchise  operation.  The  stuff  to  be 
spun  off — Avis'  rental  locations  and 
cars — generated  only  $55  million  in 
operating  income  in  1995,  before 
depreciation  and  interest.  Avis'  fran- 
chising operating  income,  by  con- 
trast, is  expected  to  be  $120  million 
on  just  $300  million  in  revenue.  And 
that's  the  part  HFS  will  own. 

With  Silverman's  financial  magic 
and  business  ingenuity  in  full  gear, 
HFS  earnings  are  likely  to  grow 
rapidly  for  another  year  or  two,  but 
essentially  he's  playing  a  more 
sophisticated  version  of  the  old  fran- 
chise game:  The  profits  keep  grow- 
ing rapidly  only  so  long  as  Silverman 
can  find  new  and  larger  businesses  to 
buy  and  convert  to  his  swollen  stock 
multiples.  When  the  game  slows,  as 
it  inevitably  will,  the  swollen  earn- 
ings gains  will  begin  to  shrink,  and 
around  then  the  fancy  multiples  will 
go  poof.  By  then  Henry  Silverman, 
already  worth  some  $600  million  on 
paper,  will  probably  be  even  richer. 
Recent  investors  aren't  likely  to  fare 
as  well.  n 
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An  Asian  trade  boom  has  bolstered  West  Coast  ports, 
with  Long  Beach  showing  the  way. 


The  U.S.'  largest  container  facility 
A  city  smaller  than  Fort  Worth 
handles  26%  of  China  trade. 


Imports  ahoy! 


By  Tim  W.  Ferguson 

Another  big  U.S.  trade  deficit 
number  for  May — nearly  $11  bil- 
lion— prompted  the  usual  hand- 
wringing  in  Washington,  but  at  Amer- 
ica's docks  word  of  surging  imports  is 
sweet  music.  And  nowhere  is  com- 
merce singing  louder  than  in  Long 
Beach,  Calif,  (pop.  425,807),  home  to 
the  nation's  biggest  container  seaport. 
Export  and  import  volume  at  Long 
Beach  for  the  first  half  of  this  year 
exceeded  Worldport  L.A.'s  by  26% 
and  New  York's  by  47%,  according  to 
Journal  of  Commerce/PIERS  data. 

Those  numbers  don't  reflect  bulk 
shipments,  such  as  the  enormous 
commodity  flows  through  the  Gulf  of 
Mexico,  but  they  are  a  window  on  the 
goods  trade  that  has  blossomed  along 
the  Pacific  Rim  for  two  decades. 
Lately  Asian  imports  have  tapered  off, 


but  China's  surplus  grows.  It  alone  is 
responsible  for  most  of  Long  Beach's 
increase  in  volume  over  the  last  few 
years.  The  port's  representatives  met 
with  the  Communist  Chinese  within 
weeks  of  the  normalization  of  U.S. - 
Sino  relations  in  1979.  Today  the 
Long  Beach  port  alone  handles  26%  of 
all  the  traffic  between  the  mainland 
and  the  U.S. 

Professor  Steven  Erie  of  the  Uni- 
versity of  California,  San  Diego  figures 
that  more  than  25%  of  the  southern 
California  region's  economy  is  now 
tied  to  international  trade,  most  of  it 
involving  Asia.  But  Long  Beach  is  not 
the  only  winner.  Seaports  and  airports 
around  the  U.S.,  Canada  and  ulti- 
mately Mexico  want  a  bigger  piece  of 
the  commercial  action.  Result:  a  boom 
in  seaport-related  construction — $4 


billion  between  1993  and  1997  at  the 
ten  biggest  U.S.  sites  alone. 

As  trade  volume  increases,  the  port 
business  is  changing.  The  shipping 
industry  is  consolidating  through 
carrier  alliances  and  vessel-sharing 
arrangements.  Plus  the  ships  them- 
selves are  getting  huger — the  latest 
will  hold  5,551  of  the  40-foot  con- 
tainers standard  in  the  industry.  The 
prospect  of  fewer  actual  calls  to  port 
raises  concerns  about  overcapacity  at 
the  terminals,  especially  at  older 
spots  such  as  Boston,  Philadelphia 
and  Baltimore. 

Because  it  has  stayed  in  the  van- 
guard of  these  trends,  Long  Beach  is 
a  big  winner.  Its  port  officials  courted 
and  won  the  Hong  Kong  shippers 
that  proved  to  be  a  bridge  to  Beijing. 
Long  Beach's  tenant  lines,  in  general, 
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FRANKLIN  CALIFORNIA 
TAX-FREE  INCOME  FUND 

Invest  In  California  For 
Double  Tax-Free  Income  And 
A  5-Star  Morningstar  Rating* 

***** 

■  It  may  sound  like  a  novel  idea:  a  way  to  support 
government  and  pay  less  taxes.  But  that  could  be 
the  effect  of  investing  in  the  Franklin  California 
Tax-Free  Income  Fund.  You  pay  no  regular  federal 
or  California  state  personal  income  taxes  on  the 
monthly  tax-exempt  income  dividends  earned  from 
the  fund  and  your  investment  dollars  help  support 
hundreds  of  California  municipal  bond  projects.tt 

■  Another  good  reason  to  consider:  the  fund's 
Class  I  shares  were  awarded  a  five-star  rating  by 
Morningstar,  Inc.,  overall  and  among  924,  536 
and  206  municipal  bond  funds  for  the  3-,  5-  and 
10-year  periods  ended  6/ 3 0/96. m  Call  Franklin 
today  for  a  free  brochure. 

'Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance 
as  of  6/30/96. The  ratings  are  subject  to  change  every  month.  Past  perfor- 
mance is  no  guarantee  of  future  results.  Morningstar  ratings  are  calculated 
from  the  fund's  three-,  five—,  and  ten-year  average  annual  returns  in  excess 
of  90-day  Treasury  bill  returns  with  appropriate  sales  charge  adjustments, 
and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns. 
The  one-year  rating  is  calculated  using  the  same  methodology,  but  is  not  a 
component  of  die  overall  rating.  Ten  percent  of  the  funds  in  an  investment 
category  receive  five  stars  and  22.5%  receive  four  stars. The  fund  received  a 
four-star  rating  for  the  one-year  period  among  1 ,69 1  municipal  bond  funds. 
"For  investors  subject  to  the  federal  alternative  minimum  tax,  a  small 
portion  of  these  dividends  may  be  subject  to  such  tax.  Distributions  of 
capital  gains  and  of  ordinary  income  from  accrued  market  discount,  if  any, 
are  generally  taxable. 

mRating  pertains  only  to  Class  I  shares  of  the  fund.  Class  II  shares,  which 
the  fund  began  offering  on  May  I,  1995,  are  subject  to  different  fees  and 
expenses,  which  will  affect  their  performance. 
Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  California  Tax-Free  Income  Fund,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 
□  I  am  currently  a  Franklin  shareholder. 

Name 
Address 

City/State/Zip   


Daytime  Phone 


777  Mariners  Is 
San  Mateo,  CA 


and  Boulevard 
94404- 1585 


A    Member    of   the    $147    Billion    Franklin    Templeton  Group 


were  among  the  first  to  shift  to  con- 
tainerization  and  later  to  stretch  rail 
lines  all  the  way  to  the  docks.  Officials 
at  Long  Beach  have  focused  on  their 
customers  (die  shipping  lines,  basical- 
ly), avoiding  political  distractions  and 
pet  social  causes.  "We're  only  out  to 
service  our  customers,  not  to  serve 
humanity,"  says  Steven  Dillenbeck, 
the  port's  top  executive. 

Dillenbeck  likens  the  port's  role  to 
that  of  a  build-to-suit  developer.  It's 
responsible  for  the  structure  and  basic 
improvements.  Other  matters  are  left 
to  the  tenants  and  their  unions  and 
business  partners  to  work  out.  Most 

An  office  staff  of  315  for  $82 
billion  in  traffic:  <fWe  serve 
customers,  not  humanity." 

labor  at  Long  Beach  and  other  West 
Coast  ports  is  the  province  of  Harrv 
Bridges'  International  Longshore- 
men's &  Warehousemen's  Union.  Still 
muscular,  the  ilwu  just  negotiated  a 
three-year  contract  to  boost  by  10% 
right  away  the  pay  of  dockworkers, 
who  already  average  $77,000  a  year. 
The  ilwu  also  gets  to  keep  its  cum- 
bersome rules.  For  example,  dockers 
at  the  Oakland  port,  which  handles 
nearly  all  die  San  Francisco-area  traffic 
nowadays,  must  be  dispatched  from 
the  union's  venerated  hiring  hall 


across  the  bay  each  morning. 

But  thanks  to  other  efficiencies, 
placating  the  union  hasn't  weakened 
the  port's  hand.  Staff  at  Long  Beach 
(315  employees  for  $82  billion  worth 
of  annual  traffic)  is  nimble  and  able  to 
make  most  decisions  without  second- 
guessing  by  city  hall.  (An  audit  of  the 
Los  Angeles  port,  by  contrast,  found 
it  overstaffed  and  beset  by  downtown 
meddling.)  Almost  always  profitable, 
the  Long  Beach  port  in  fiscal  1995 
made  $49  million  on  operating  rev- 
enues of  $152  million.  Retained  earn- 
ings are  approaching  $900  million. 

With  the  money  flowing  in,  the 
building  goes  on.  A  new  terminal  for 
Korea's  Hanjin  Shipping  Co.  is  under 
construction  on  an  abandoned  oil 
field.  A  closed  naval  base  next  door  is 
to  be  a  new  base  for  China's  fast- 
growing  flag  carrier  Cosco.  Road 
overpasses  are  rising  to  skirt  new  rail 
lines  into  the  terminals. 

A  big  part  of  the  $9  billion  in 
trade-related  Los  Angeles  infrastruc- 
ture projects  is  the  so-called  Alameda 
Corridor,  designed  to  connect  the 
Long  Beach  and  Los  Angeles  ports 
with  the  main  Los  Angeles  rail  yards, 
almost  20  miles  inland.  Long  Beach's 
Dillenbeck  says  this  plan  to  enhance 
freight  routes  will  lead  to  an  increase 
in  trains  in  and  out  of  the  port  from 
100  a  week  to  100  a  day.  The  Alame- 
da Corridor  project's  financing, 
mostly  from  federal  taxpayers  and  die 


ports,  appears  to  be  in  place. 

All  along  the  West  Coast,  indeed 
along  the  Gulf  of  Mexico  and  the 
Adantic  as  well,  new  piers,  deeper  har- 
bors and  better  surface  transportation 
links  are  in  the  works.  To  serve  the 
ports  of  Seattle  and  Tacoma — which 
are  a  day's  shorter  transit  from  much 
of  Asia  than  is  California — the 
Burlington  Northern  Santa  Fe  rail- 
road says  it  will  refurbish  the  108- 
year-old  Stampede  Pass  tunnel — 1.8 
miles — through  the  Cascade  Moun- 
tains. This  will  give  the  Washington 
State  ports  (which,  combined,  handle 
as  many  containers  as  that  of  New 
York)  a  third  eastward  route  to  allevi- 
ate congestion. 

On  the  Atlantic  Coast,  ports  in  Hal- 
ifax, Charleston,  Norfolk  and  especial- 
ly Port  Everglades  (Fort  Lauderdale) 
have  been  handling  more  containers. 
On  the  Gulf,  Houston's  port  is  boom- 
ing. Latin  America,  emerging  Europe 
and  even  southern  Asia  account  for 
growing  non-West  Coast  traffic. 

Wherever  the  source,  an  insatiable 
American  market  wants  the  goods, 
and  southern  California  benefits.  Wal- 
Mart  Stores,  Inc.  has  increased  its 
container  imports  from  22,000  in 
1992  to  47,200  in  the  latest  fiscal 
year.  Viewing  all  this,  some  people  see 
lost  jobs  in  American  industry.  They 
forget:  Trade  flows  both  ways,  creat- 
ing new  jobs  while  greatly  enriching 
choices  for  consumers.  ■ 
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Jim  WiJhite,  Human  Resources  Manager,  M.W.  Kellogg 


"Norrell  s  staffing  solutions  have  done 
more  than  save  us  money.  They've  helped  us 
focus  on  the  things  we  do  best 


"Like  many  companies,  we  find  that 
managing  our  human  resource  (unction 
is  no  small  task.  I  hat's  why  having 
Norrell  as  a  staffing  partner  is  so  valu- 
able to  us,"  says  Jim  Wilhite  ol  M.W. 
Kellogg,  I  louston. 

Norrell  serves  as  the  source  for  a 
wide  range  of  clerical  and  administrative 
personnel  at  M.W.  Kellogg,  Irom  mail- 
room  employees  to  CEO  secretaries. 
Norrell  screens,  hires,  and  trains 
employees,  working  to  make  sure  that 
each  has  what  it  lakes  to  get  the  job  done, 


from  possessing  the  right  skills  to  having 
a  great  attitude. 

Norrell's  approach  to  staffing  is 
proactive.  In  M.W.  Kellogg's  case, 
Norrell  created  customized  training  and 
orientation  programs,  and  continually 
olfers  new  ideas  that  help  Kellogg  he 
even  moreeflicient. 

As  fim  Wilhite  puts  it,  "With 
Norrell's  help,  we're  more  competi- 
tive and  profitable.  We're  also  better 
prepared  to  deal  with  peak-period 
workloads  and  major  projects  as  they 


arise.  And  most  importantly,  we're 
better  prepared  to  serve  our  clients." 

lo  learn  how  Norrell  can  help  your 
company's  productivity  with  a  wide 
range  ol  stalling  services,  from  admin- 
istrative and  clerical  to  light  industrial  to 
accounting,  call  800-I  ISF.-NORL 


INorreH 


Outsourcing  •  Staffing  Services  •  Temporary  Help 
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he  power  of  momentum.  To  build  it.  To  expand  with  it.  This  is  the  promise  of  portable  computing, 
o  maximize  performance  and  to  do  so  with  the  highest  level  of  reliability — this  is  the 
romise  of  the  Milan'"  notebook  from  Fujitsu.  It  is  a  family  of  powerful  notebooks  that 

runs  the  most  complex  business  applications  available  today, 

all  from  a  slim  5.7-pound  design.  Each  Milan  notebook  features  an  Intel  Pentium"  processor 
and  expandable  EDO  RAM  built  on  32-bit  PCI  bus  architecture  to  produce  processing 

speeds  guaranteed  to  impress.  At  every  point,  Fujitsu  has  maximized 
performance  in  each  of  these  notebooks  by  adding  premium 
components.  The  reason  is  simple.  With  operations  in  more  than 
100  countries,  Fujitsu  is  a  global  leader  in  a  wide  range  of 

information  technologies,  including  PCs,  enterprise  systems, 
microelectronics,  communications,  software  and  services. 
Fujitsu  has  earned  this  position,  and  $36  billion  in  annual  revenue, 
by  focusing  closely  on  the  user  and  exceeding  expectations.  Each  Fujitsu  notebook  is 
supported  by  this  philosophy — in  the  use  of  quality  components,  in  precision  manufacturing, 
and  in  design  that  maximizes  mobile  comfort.  Its  standards  of  service  and  support  are 
qually  far-reaching:  each  Milan  notebook  is  backed  by  a  three-year 
mited  warranty  including  24-hour,  7-day,  toll-free  technical  assistance. 
Vhich  makes  it  very  easy  to  see  why  all  roads  lead  to  Milan. 
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133MHZ.  120MHZ  OR  100MH2  INTEL  PENTIUM  PROCESSOR 
8MB  OR  16MB  EXPANDABLE  EDO  RAM 
UP  TO  11.3"  SVGA  COLOR  DISPLAY 
1.2GB  OR  810MB  HARD  DRIVE 

IRDA-COMPLIANT  PORT  FOR  WIRELESS  DATA  TRANSFER 
TWO  TYPE  II  OR  ONE  TYPE  III  PCMCIA  SLOT 


:all  1-888-4-ON-THE-GOext.1003 

'isit  us  at  www.fujitsu-pc.com  or  call  QuikFacts  fax  on  demand:  1-800-936-5209 
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As  medicine  has  become  more  of  a  business, 
Abe  Gosman  has  gotten  richer  and  richer. 

Man  with  dog 


By  Bruce  Upbin 

"Doctors  are  very  difficult  to 
deal  with,"  complains  Abraham  Gos- 
man in  his  chowder-thick  Boston 
accent.  "I  can  close  on  a  $100  mil- 
lion real  estate  deal  faster  than  I  can 
close  on  a  three-man  medical  prac- 
tice." It's  a  mock  complaint,  really, 
because  Gosman  has  done  extremely 
well  dealing  with  doctors. 


Gosman,  67,  a  short,  stoop-shoul- 
dered son  of  Russian  immigrants,  has 
spent  the  past  39  years  greasing  the 
gears  that  link  health  care  and  real 
estate.  It  has  netted  him  a  fortune  esti- 
mated at  about  $500  million. 

Typical  of  Gosman's  projects  is  his 
190,000-square-foot  medical  mall  in 
Palm  Beach  Gardens,  Fla.  Bv  the  time 


it's  finished  early  next  year,  the  S50 
million  mall  will  house  doctors' 
offices,  outpatient  surgery  rooms, 
diagnostic  labs  and  imaging  centers 
around  a  sparkling  glass  atrium. 
Gosman-controlled  entities  will  act  as 
developer,  banker,  tenant  and  land- 
lord. With  each  role  comes  another 
stream  of  income  to  Gosman. 

A  division  of  one  of  Gosman's  com 
panics  is  the  developer  on  the  project. 
Gosman  controls  PhyMatrix,  a  physi- 
cian practice  management  firm  that 
will  seek  tenants.  Meditrust,  a  S2  bil- 
lion real  estate  investment  trust  in 
Needham,  Mass.  that  Gosman  found- 
ed a  decade  ago,  owns  and  is  financing 
the  mall. 

Just  across  the  parking  lot  is  a 
70,000-square-foot  nursing  home, 


PhyMatrix  Chairman  Abraham 


iend  Chancellor 


At  67,  this  homey  half-billionaire  is  building  his  fourth  health  care  empire. 
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©1995  BankAmenca  Corporation 


Financial  Restructuring  Enabling 
A  Timber  Company  To  Go  Public 

(We  Planted  The  Seeds  For  Their  Growth) 

A  growing  timber  company  needed  to  restructure  in  order  to  go  public. 
They  turned  to  us  for  financial  advice,  interim  financing  and  a  commitment  for  the  long  term 
funding  they  needed  to  grow.  We  specialize  in  helping  our  clients  reach  new  heights. 


Bank  of  America 


Our  client  had  the  benefit  'fa  team 
of  specialists  in  relationship  management, 
corporate  finance  and  global  syndication. 


Under  construction: 
a  $50  million 
medical  mall  in 
Palm  Beach 
Gardens,  Fla. 
A  monument 
to  the  Gosman 
touch. 


also  built  by  his  contracting  joint  ven- 
ture, financed  by  Meditrust  and 
owned  by  a  Gosman-controllect  part- 
nership. The  nursing  home  operator? 
CareMatrix,  run  by  Gosman  with  his 
sons  Michael,  33,  and  Andrew,  30. 

For  39  years  Abe  Gosman  has  been 
correctly  calling  tops  and  bottoms  in 
the  health  care  business.  "Abe  sees 
markets  in  die  health  care  arena  before 
anyone  else,  the  way  Lee  Iacocca  saw 
them  in  the  auto  business,"  says  Fred- 
erick Zuckerman,  the  former  treasurer 
of  Chrysler  and  a  Meditrust  director. 

Yet  sheer  accident  propelled  him 
into  health  care.  Rejected  by  Harvard, 
he  studied  economics  at  the  Universi- 
ty of  New  Hampshire  and  ended 
up  selling  fake  alligator  skin  to  New 
England  shoemakers.  In  1957 
Gosman's  college  roommate  asked  if 
he  wanted  to  join  him  in  buying  a 
share  in  a  nursing  home.  Why  not? 

Gosman  put  up  $10,000  he'd  saved 
from  his  alligator-skin  business.  With 
16  beds  at  $5  per  day,  at  the  end  of 
the  first  year  the  home  was  netting 
$10,000.  Gosman  found  himself  on 
the  ground  floor  of  what  was  to 
mushroom  into  a  giant  business.  This 
was  better  than  peddling  fake  leather. 
In  1965  Medicare  initiated  coverage 
for  nursing  home  stays  of  up  to  100 
days.  Gosman  ran  to  his  banker  for 
loans  to  buy  and  build  more  nursing 
homes.  By  1968  he  had  1,172  beds. 

In  the  late  1970s  the  U.S.  govern- 
ment classified  alcoholism  as  a  disease. 
Gosman  started  building  alcohol  and 
drug  abuse  treatment  centers.  By 
1986  his  Mediplex  Group  had  27 
long-term  care  and  substance  abuse 
treatment  centers.  Mediplex  shares, 
first  offered  to  the  public  in  1983  at 
$6.53,  climbed  to  $27.50  by  1986. 

Gosman  hates  to  give  up  a  potential 
profit.  Widi  New  England  bank  valu- 
ations depressed,  he  spotted  a  new 


opportunity  outside  of  health  care.  In 
1980  he  tried  to  take  over  Boston's  $1 
billion  (assets)  Multibank  Financial 
Corp.,  but  lost  in  a  nasty  proxy  fight. 

That  experience,  coupled  with  the 
difficulty  of  getting  loans  during  the 
banking  slump  of  the  mid-1980s,  only 
reinforced  his  determination  to 
become  self-financing.  He  started 
Meditrust  in  1985  as  a  REIT  holding 
Mediplex  properties.  Meditrust  went 
public  that  year — one  of  the  first 
health  care  REITs  to  do  so — and  has 
since  earned  shareholders  a  22% 
annual  total  return.  Its  assets  have 
grown  from  $26  million  to  $2  billion 
in  loans  and  leases  to  33  health  care 
companies.  Meditrust  is  the  largest 
health  care  REIT  in  the  U.S.,  and  the 
fourth -largest  REIT,  period. 

Gosman's  sense  of  timing  is  superb. 
In  1986,  when  demand  was  heavy  for 
psychiatric  and  alcohol  outpatient 
treatment  centers,  Gosman  sold 
Mediplex  to  Avon  Products  for  $245 
million,  or  22  times  earnings.  He 
pocketed  more  than  $100  million  in 
cash,  built  himself  a  $30  million  man- 
sion in  Palm  Beach,  Fla.  and  bought  a 
142 -foot  yacht  called  the  Octopussy. 
Under  Avon,  Mediplex  went  from  a 
$3.7  million  profit  in  1987  to  an  $8.2 
million  loss  in  1989. 

Avon  put  Mediplex  up  for  sale  in 
1989.  A  buy-out  group  in  New  York 
offered  $55  million,  but  Gosman  had 
the  power  to  block  the  sale — and  he 

For  39  years  Gosman  has 
been  correctly  calling 
tops  and  bottoms  in 
the  health  care  business. 
Not  bad  for  a  onetime 
fake -leather  salesman. 


did.  Meditrust,  which  Gosman  ran, 
still  had  85%  of  Mediplex's  outstand- 
ing leases.  Gosman  claimed  the 
prospective  buyer  lacked  experience  in 
health  care  and  ready  access  to  funds. 
The  next  year  Gosman  and  a  few 
Meditrust  managers  paid  $48  million 
in  cash  for  most  of  the  old  Mediplex. 

Now  to  fix  the  place  up  again.  Less 
serious  hospital  cases  were  spending 
fewer  days  in  hospitals,  and  Gosman 
knew  what  that  meant:  He  switched  as 
many  as  possible  of  Mediplex's  nurs- 
ing home  beds  to  subacute-care  beds. 
By  1993  profits  were  back  up  to  $16 
million,  and  Gosman  and  his  friends 
were  earning  a  33%  annual  return  on 
the  money  they  paid  Avon. 

In  1994  Gosman  sold  Mediplex 
again,  this  time  to  Albuquerque, 
N.M. -based  Sun  Healthcare  for  $315 
million.  He  took  home  $28  million  in 
cash  and  $63  million  in  Sun  stock. 

Those  who  figured  Gosman  would 
spend  less  time  now  on  business  and 
more  time  on  his  yacht  just  didn't 
know  the  man.  The  physician  practice 
management  industry  is  on  fire  right 
now  (Forbes,  Sept.  15,  1995).  With 
pressure  on  doctors  to  cut  costs,  better 
management  has  become  a  high  pri- 
ority. Gosman  isn't  going  to  sit  this 
one  out.  Companies  like  PhyCor  and 
MedPartners/Mullikin  are  command- 
ing multiples  of  more  than  58  and  25 
times  1996  earnings,  respectively. 

"hmos  are  getting  more  like  book- 
makers," says  Gosman  wryly.  "They 
want  to  capture  the  spread  between 
cost  and  revenue,  while  shifting  the 
risk  to  the  doctors." 

Gosman  liked  that  risk,  so  he  start- 
ed his  own  physician  practice  manage- 
ment firm,  PhyMatrix.  Since  1994  he 
has  spent  $29  million  of  his  own  cash 
and  guaranteed  another  $37  million  in 
loans  to  buy  or  sign  management 
agreements  with  105  doctors  and 
medical  clinics  concentrated  in  south 
Florida,  Atlanta  and  Baltimore. 

The  idea  behind  PhyMatrix  is  to 
grab  some  of  the  spread  die  HMOs  are 
after,  return  some  of  it  to  the  doctors 
and  keep  some  for  PhyMatrix.  The 
deal  works  like  this:  Doctors  join  net- 
works offering  such  services  as  radia- 
tion, imaging  and  home  health  care. 
PhyMatrix  manages  the  practices, 
finds  office  space — often  in  Gosman- 
controlled  buildings — negotiates  on 
behalf  of  the  practices  with  HMOs  and 
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50  YEARS  AGO,  WE  PUT  KOREA  ON  WHEELS. 
TODAY,  WE'RE  PUTTING  ASIANA  ON  THE  MAP. 


With  the  purchase  of  a  single  taxi,  the  late  chairman  of  the  Kumho  Group,  Park 
In-Chun  launched  the  transportation  industry  in  Korea,  and  took  the  first  step 
toward  realizing  his  vision  -  creating  a  company  that  would  make  a  major  con- 
tribution to  the  development  of  Korea  and,  eventually  become  a  leader  in  the 
emerging  Pacific  Rim  economy. 


Today,  half  a  century  later,  the  Kumho  Group  is  one  of  Korea's  major  conglom 
erates  -  involved  in  chemicals,  construction,  tire  manufacturing,  trans- 
portation, information  and  communication  and,  of  course,  aviation 

And  while  each  of  these  thriving  entities  is  doing  business 
globally,  Asiana  Airlines  remains  the  primary  link  to 
our  transportation  heritage.  Since  its  founding  in 
1988,  we  have  been  guided  by  four  principles: 
safe  operation,  quality  service,  operational 
integrity,  and  environmental  conservation. 

Today,  Asiana  offers  35  flights  a  week  to 
Seoul  -  non-stop  from  most  major  U.S. 
ports.  Flights  to  over  30  other  major 
Asian  business  destinations.  The 
newest  all-Boeing  fleet  in  the  world.  A 
totally  smoke-free  environment.  And,  of 
course,  warm  Asian  hospitality. 

The  crown  jewel  of  the  Kumho  Group,  Asiana 
Airlines  is  ready  to  become  the  airline  of  the  21st  century. 

For  information  and  reservations,  contact  your  local  travel  agent  or 
call  800-227-4262. 


^ ^       The  jewel  of  Asia 
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Elevator 


An  elevator? 

Ever  since  Frank  Lloyd  Wright  first  proposed  it  in  the  1950's,  the  mile-high 
skyscraper  has  been  an  elusive  goal  for  architects  and  builders. 

Now  it's  within  reach.  Because  Otis  has  devised  the  world's  first  integrated 
building  transit  system:  Odyssey.™ 

Now  architects  and  builders  can  forget  the  old  constraints.  They  can  build  as 
high  or  as  wide  as  they  like.  They  can  interconnect  structures.  Move  people 
vertically  and  horizontally  in  the  same  secure  vehicle.  And  transport  them  from 
remote  parking  facilities  to  the  60th  floor  in  as  little  as  90  seconds. 

Don't  be  surprised.  No  United  Technologies  company  is  a  stranger  to  getting 
in  on  the  ground  floor.  Or  making  it  to  the  top. 

The  view  alone  is  worth  it. 
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Like  father, 
like  sons 

In  1990  AbeGosman's 
sons,  Michael  and  Andrew, 
started  their  own  health 
care  real  estate  develop- 
ment firm,  CareMatrix 
C  I<  ti  p.  A  year  later  the 
proud  father  bought  the 
boys  out  for  $7  million  in 
cash  and  put  them  to  work 
at  the  family  enterprises. 

Michael  and  Andrew  are 
currently  concentrating  on 
the  family's  venture  into 
the  assisted-living  business. 
Under  the  banner  of  Care- 
Matrix,  they  are  building 
facilities  catering  to  elderly 
folks  who  need  some  help, 
but  not  full-time  nursing 
home  care.  Think  of  them 
as  boarding  houses  for  the 
elderly.  The  tenants  pay  for 
rent,  meals,  recreational 
activities  and  transporta- 
tion to  shops  and  doctors 
in  one  monthly  bill. 

Last  year  assisted-living 
facilities  took  in  $12  bil- 
lion, and  the  business  is 
growing  rapidly.  In  1996 
CareMatrix  will  build  $120 
million  of  assisted-living 
properties. 

As  usual,  there  is  a 
Gosman  twist.  Reflecting 
their  father's  distaste  for 
dealing  with  bureaucracy, 
the  Gosman  brothers  don't 
take  federally  insured  resi- 
dents at  their  facilities — 


Andrew  (left)  and 
Michael  Gosman 
Abe's  sons  are 
building  the 
Rolls-Royce  of 
retirement 
homes.  Medicare 
recipients  need 
not  apply. 


they  prefer  rich  folks.  "No 
one  has  claimed  the 
wealthy  tip  of  the  market," 
says  Andrew  Gosman. 
"We're  the  Rolls-Royce." 

At  Rolls-Royce  prices.  In 
CareMatrix's  $7.2  million 
Avery  Crossings  in  Need- 
ham,  Mass.,  residents  pay 
$  1 32  a  day  per  person  for 
a  two-bedroom  apartment. 
The  dining  room  features 
genuine  marble  floors  and 


faux  crystal  chandeliers. 
Abe  himself  picked  out  the 
floral  chintz  drapes  and 
wallpaper  that  decorate  the 
56  rooms. 

The  Gosman  boys,  with 
advice  from  dad,  will  soon 
merge  their  private  Care- 
Matrix with  the  publicly 
traded  Standish  Care  Co. 
of  Burlington,  Mass.  The 
new  company,  90%  owned 
by  Abe  and  his  sons,  will 


have  55  million  outstand- 
ing shares  and  a  market 
capitalization  of  $225  mil- 
lion. Which  means  that  the 
Gosmans'  interest  is  valued 
at  more  than  $200  million. 
Initial  investment:  $7  mil- 
lion. "The  boys  sometimes 
sound  like  me  and  think 
like  me.  They're  hard- 
working kids,"  says  the 
proud  father. 


provides  working  capital.  PhyMatrix 
gets  up  to  45%  of  the  practices'  rev- 
enue, a  management  fee,  or  both. 

PhyMatrix  is  still  tiny  compared 
with  physician  practice  management 
companies  like  PhyCor,  which  has 
2,400  doctors,  and  MedPartners/ 
Mullikin,  which  has  7,400. 

But  Gosman  knows  his  doctors.  To 
sign  a  19-doctor  oncology  practice  in 
Miami  last  September,  he  agreed  to  let 
the  doctors  keep  their  private-pay 
business  and  split  only  their  managed 
care  and  radiation  revenue.  "No  one 
else  made  that  offer.  Salick  Health 


Care  wanted  our  entire  practice,"  says 
Dr.  Luis  Villa,  the  president  of  the 
practice. 

To  close  on  Atlanta's  largest  gas- 
troenterologist  group,  which  was  also 
being  sought  by  MedPartners, 
Gosman  flew  up  on  his  jet  from  Palm 
Beach.  Adding  to  the  personal  touch, 
he  brought  along  his  ever-present 
companion,  his  King  Charles  Cavalier 
spaniel,  Chancellor.  The  bureaucratic 
MedPartners  typically  closes  deals  by 
mail.  The  deal  went  to  Gosman.  Phy- 
Matrix showed  a  profit  in  the  first 
quarter  of  1996,  after  losing  $11  mil- 


lion on  $71  million  in  revenue  in 
1995.  Still,  PhyMatrix  is  heavily  a  real 
estate  operation,  with  45%  of  its  1996 
operating  earnings  likely  to  come  from 
its  health  care  facility  developer. 

Here's  why:  During  PhyMatrix's 
initial  public  offering  in  February, 
Gosman  folded  Dasco — his  realty 
development  operation — into  PhyMa- 
trix in  exchange  for  33%  of  PhyMa- 
trix's stock.  Clearly  he  and  his  sons  are 
out  to  build  Nasdaq -traded  PhyMatrix 
into  a  major  force  in  the  health  care 
business.  We  wouldn't  be  willing  to 
bet  against  them.  ■ 
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N  AN  ACE  WHEN  INFORMATION  REPRESENTS  OPPORTUNITY, 
PROVIDING  ACCESS  TO  CUTTINC  EDCE  TECHNOLOGY  CAN  BE  THE  MOST 
EFFECTIVE  WAY  FOR  AMERICAN  CORPORATIONS  TO  INVEST  IN  CREAT- 
ING HIGH-TECH  WORKERS  OF  TOMORROW  THE  CHALLENGE,  HOWEVER, 
IS  TO  DELIVER  TECHNOLOGIES  TO  ALL  LEVELS  OF  OUR  SOCIETY  IN  ORDER 
TO  CREATE  A  DIVERSE,  TECHNICALLY  COMPETENT  WORKFORCE. 


Such  is  1 1  it  ■  mission  id  a  unique  partner- 
ship between  Mierosoll  Corporation  and  The 
College  Fund/UNCF.  For  more  than  50  years, 
The  College  Fund  has  played  a  vital  role  in 
supporting  40  historically  black  colleges  and 
universities,  helping  them  educate  students 
who  comprise  today's  richest  source  of  minor- 
ity professionals  for  American  corporations. 

Under  the  program,  Microsoft  donated 
more  than  $16  million  toward  state-of-the-art 
operating-system  and  applications  software 
for  use  by  students  at  member  schools.  But  it 


Shown  with  Microsoft's  Chairman  &  CEO  Bill  Gates, 
Johnson  C.  Smith  University  students  and  President 
Dorothy  C.  Yancy  enjoy  Microsoft's  software  gift. 


goes  much  further.  The  partnership  seeks  to 
enhance  the  technical  capabilities  of  these 
colleges  by  providing  training,  support, 
internships  and  a  Web  site  (www.uncf.org),  as 
well  as  an  electronic  network  that  will  ulti- 
mately link  together  The  College  Fund  and 
its  regional  offices  and  member  colleges. 

For  Microsoft,  the  program  represents  part 
of  a  broader  partnership  with  The  College 
Fund.  "'Microsoft  has  had  a  valued  relation- 
ship with  The  College  Fund  over  the  years," 
says  William  H.  Neukom.  Microsoft's  senior 
\  ice  president  of  law  and  corporate  affairs. 


"Our  willingness  to  expand  the  relationship 
stems  from  our  confidence  in  The  College 
Fund's  management  and  its  proven  ability  to 
deliver  this  technology  to  historically  disad- 
vantaged communities." 

That  capability  is  precisely  what  makes 
the  gifts  so  valuable  to  member  schools. 

Minorities  are  falling  through  the  net  when 
it  comes  to  technology.  According  to  a  Rand 
Corporation  study,  only  13%  of  black 
Americans  live  in  a  household  with  a  com- 
puter, compared  with  31%  of  white 
Americans.  The  gap  is  even  more  profound 
when  comparing  computer  ownership  among 
income  levels:  Only  7%  of  low-income  fami- 
lies have  computers  while  55%  of  high- 
income  families  have  computers,  according 
to  the  U.S.  Census  Bureau. 

"Some  87%  of  our  students  receive  finan- 
cial aid,"  says  Dr.  Dorothy  Yancy.  president 
of  Johnson  C.  Smith  University  in  Charlotte. 
N.C.  "They  are  not  in  the  position  to  own  a 
computer.  The  Microsoft  gift  allows  our 
students  not  only  to  play  catch-up  with 
technology,  but  also  to  leapfrog  today's  stan- 
dard by  embracing  the  software  that  will  be 
used  well  into  the  next  century."  Yancy's 
goal  is  to  require  students  to  become 
Windows  NT  certified  before  graduating. 
Yancy  adds,  "What  better  way  to  create  the 
high-tech  workforce  of  tomorrow  than  to 
train  them,  thanks  to  Microsoft,  on  the 
operating  system  of  the  future?" 

Such  conviction  touches  and  enriches  stu- 
dents at  UNCF  member  colleges. 
"Computers  and  technology  are  now  a 
necessity  for  college  students,"  says 
Steven  M.  Adams,  a  junior  studying  biolo- 
gy at  Clark  Atlanta  University  in  Atlanta. 
Ga.  This  fall.  Adams  hopes  to  travel  to 
Brazil  to  study  the  country's  diverse 
ecosystems.  Access  to  Microsoft  software 
through  his  school's  computer  lab  is  help- 
ing him  write  grants  and  proposals,  create 


graphically  rich  presentations  and  even 
desktop  publish  a  newsletter  for  a  college 
organization.  "The  technology  is  more  than 
just  something  you  study,"  says  Adams,  who 
chose  a  historically  black  college  because  of 
the  role  models  >ueh  schools  provide  to 
young  African  Americans.  "It  advances  you, 
allowing  you  to  think  and  create  in  ways  you 
never  thought  possible." 

THE  CONTINUED  NEED 

The  Microsoft  example  clearly  shows  that 
now,  more  than  ever,  corporate  America  must 
continue  its  long  and  commendable  tradition 
of  supporting  historically  black  colleges  and 


THE  COLLEGE  FUND, 
THE  NFL  AND  THE  NFL 
PLAYERS  ASSOCIATION: 

A  WINNING  TEAM 

hen  the  National  Football  League 
went  searching  for  an  effective  way 
V»/  to  commemorate  the  50th  anniver- 
sary of  the  League's  desegregation,  it  turned, 
along  with  the  NFL  Players  Association,  to  The 
College  Fund  to  structure  and  administer  a  one-of- 
a-kind  matching  scholarship  program  that  raised 
$1  million  for  scholars  at  historically  black 
colleges  and  universities. 

Under  the  program,  50  NFL  players  made  per- 
sonal, individual  gifts  of  $10,000  to  The  College 
Fund,  which  were  then  matched  by  the  National 
Football  League  owners. 

There  was  tremendous  response  to  the  program, 
according  to  Douglas  Allen,  assistant  executive 
director  of  the  NFL  Players  Association.  "The  play- 
ers saw  this  as  an  excellent  vehicle  to  use  their 
celebrity  status  to  support  The  College  Fund,  both 
financially  and  promotionally,"  says  Allen. 

For  the  League,  it  also  offered  a  chance  to  pay 
back  schools  that  have  produced  many  NFL  play- 
ers and  coaches,  while  calling  attention  to  the 
fact  that  the  NFL  was  the  first  professional  sports 
league  to  integrate.  "With  NFL  Commissioner  Paul 
Tagliabue's  creativity  and  vision,  we  were  able  to 
develop  an  important  program  for  the  League,  the 
schools,  the  students  and  the  players,"  says  Joe 
Browne,  the  NFL's  senior  vice  president  for  com- 
munications and  government  affairs. 

Left  to  right:  NFL  Commissioner  Paul  Tagliabue. 
College  Fund  President  and  CEO  William  H.  Gray  III 
and  NFL  Players  Association  Executive  Director 
Eugene  Upshaw  at  an  annual  UNCF  dinner. 


uni\ersilies  through  Tlx-  College  Fund.  Over 
tin-  past  half-century.  The  College  Fund  has 
raised  more  than  81  billion  to  support  these 
schools.  And  in  1995  alone,  29%  of  The 
( College  Fund's 
annual  campaign 
income,  not  includ- 
ing bequests, 
investment  gains 
and  earnings,  came 
from  American  cor- 
porations. 

This  isn't  chari- 
ty. Corporate  giv- 
ing to  The  College 
Fund  is  fueled  by 
the  pragmatic  real- 
ization that  if  cor- 
porations are  to 
remain  competitive,  they  need  a  well- 
trained  workforce  in  which  minorities  are 
increasinglv  represented.  In  fact,  during  the 
next  ten  years,  more  than  half  of  all  new 
workers  will  be  minorities.  For  more  than 
50  years.  The  College  Fund  has  stood  as  a 
highly  effective  and  credible  means  for  cor- 
porations to  invest  in  the  training  and  edu- 
cation of  future  workers. 

""The  pavoffs  are  abundantly  clear,"  says 
College  Fund  President  and  CEO  William  H. 
Grav  III.  a  former  six-term  congressman  and 
Majority  \^  hip.  "Students  from  our  schools 


JwAJUILD 

1ST  LEADERS  OF 
Un  TODAY  AN P 
CF  TOMORROW 


STATE  FARM  INSURANCE 
COMPANIES 

tate  Farm  is  committed  to  education 
and  proudly  supports  this  commit- 
v  ment  by  supplying  volunteers,  materi- 
als, scholarships  and  other  forms  of  support 

State  Farm  employees  also  have  available 
one  paid  workday  each  year  to  volunteer  time  in 
a  school  of  their  choice.  But  some  give  much 
more,  perhaps  teaching  one  of  our  safety 
lessons  or  otherwise  lending  local  support. 
Some  of  our  offices  have  even  "adopted"  a 
local  school  and  assisted  with  special  mentor- 
ing and  tutoring  programs. 

We're  particularly  proud  of  our  minority  edu- 
cation record.  Over  the  years.  State  Farm  has 
made  substantial  contributions  to  The  College 
Fund,  Urban  League  and  the  NAACP.  We  have 
also  helped  sponsor  the  new  Ebony's  Guide  to 
Student  Excellence,  which  helps  parents  get 
involved  in  their  children's  education. 

We  believe  that  together  parents,  teachers 
and  business  can  make  a  difference,  one  child 
at  a  time. 

Edward  B.  Rust  Jr. 
President  and  CEO 
State  Farm  Insurance  Companies 


now  sit  in  the  executive  suites 
of  corporations  around  the 
world.  They  have  become  a 
driving  force  within  business, 
government,  the  arts  and 
entertainment,  professional 
sports,  law.  the  military  and 
medicine.  They  exemplily  the 


William  H.  Gray  III,  President  and 
CEO,  The  College  Fund 


MERRILL  LYNCH 

errill  Lynch  is  committed  to  a  set 
of  five  basic  values  that  we  call 
I  I  L   the  Merrill  Lynch  Principles.  Two 
of  these  Principles  come  together  in  our  sup- 
port for  The  College  Fund:  Responsible 
Citizenship  and  Respect  for  the  Individual. 

Responsible  Citizenship  means  that  as  a  cor- 
poration and  as  individuals,  we  are  committed 
to  giving  something  back  to  our  society  and  to 
the  communities  where  we  live  and  work.  One 
form  this  takes  is  an  active  program  of  philan- 
thropy, and  education  has  always  been  the  pri- 
mary focus  of  our  giving. 

Respect  for  the  Individual  means  respecting 
the  dignity  of  each  person,  whether  an  employ- 
ee, shareholder,  client  or  member  of  the  gener- 
al public.  Merrill  Lynch  is  proud  to  support 
UNCF,  an  organization  committed  to  nurturing 
the  dignity  that  comes  through  education  and 
self-improvement. 


Daniel  P.  Tully 

Chairman  and  CEO 
Merrill  Lynch  &  Co.,  Inc. 


George  L.  Knox,  who  graduated  from  Tuskegee 
University,  is  Vice  President  of  Corporate  Affairs 
Strategy  and  Communications  at  Philip  Morris 
Companies.  Inc. 

hope  and  progress  of  our  nation  to  become  a 
more  diverse,  more  effective  people."" 

Take,  for  instance.  James  Hawes  III.  pres- 
ident and  CEO  of  Philadelphia  Gas.  After 
graduating  from  Morehouse  College  in 
Atlanta.  Ga.,  in  1969.  he  earned  an  M.B.A. 
from  Atlanta  University  and  then  an  M.S. 
from  MIT.  As  a  voung  black  man  from  the 


James  Hawes  III,  a  graduate 
of  Morehouse  College,  is 
President  and  CEO  of 
Philadelphia  Gas. 

educational  opportuni- 
ties were  not  abundant. 
But  even  if  they  had 
been.  Hawes  believes 
he  still  would  have 
attended  Morehouse 
because  of  its  strong 
academic  reputation, 
one  that  fully  prepared  him  for  MIT.  At  the 
same  time.  Hawes  believes  that  education  is 
often  a  function  of  role  models.  "The  power 
of  living  and  studying  among  intelligent, 
thoughtful  young  black  men  cannot  be 
underestimated  —  especially  when  you 
consider  that  most  young  African 
Americans  don't  see  enough  positive  black 
male  role  models  in  their  lives." 

George  L.  Knox,  vice  president  of  corpo- 
rate affairs  strategy  and  communications  at 
Philip  Morris  Companies.  Inc..  tells  a  similar 
story.  After  graduating  from  Tuskegee 
University  in  Tuskegee.  Ala.,  in  1967.  Knox 
went  on  to  earn  an  M.B.  A.  from  Harvard 
Business  School  and  worked  for  McKinsey  & 
Company.  Inc.  before  joining  Philip  Morris. 

"Yes,  scholarship  was  important  at 
Tuskegee,""  begins  Knox.  "And  yes.  Tuskegee 
prepared  me  intellectually  for  Harv  ard.  But 
more  importantly,  at  Tuskegee  the  focus  was  on 


Chrysler  Corporation  is  honored 
to  salute  the  efforts  of  the 

United  Negro  College  Fund 

and  all  those  who  make  the  education  of 
tomorrow's  leaders  their  business. 


-^CHRYSLER 
CORPORATION 

CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP.  •  EAGLE 


I    \J    l_    If  I     l_  II 


the  person  as  a  whole  —  the  cultural,  social, 
moral  and  ethical  sides  of  the  indi\ idual." 

Time  and  again,  graduates  Irom  these  iiT-li 
tutions  point  to  the  nurturing  role  these  schools 
have  played  in  their  success.  Lonear  W. 
Heard-Davis,  president,  owner  and  operator  of 
two  McDonalds  restaurants  in  California,  grad- 
uated from  Rust  College  in  I  foil}  Springs, 
Miss.,  in  1964  and  went  on  to  earn  an  M.B.A. 
from  Atlanta  University.  She  believes  that  the 
care  and  concern  of  her  instructors  at  Rust 
groomed  her  to  withstand  the  inevitable  adver- 
sities of  life.  Alter  her  first  husband  died  in 
1981,  Heard-Davis  took  over  the  management 
of  the  restaurants  and.  as  a  widow  with  four 
children,  completed  McDonalds  rigorous  fran- 
chisee training  program.  Could  she  have  done 
it  without  a  degree  from  Rust  College?  "Rust 
moved  me  off  the  farm 
and  got  me  on  my  way  in 
life,"  says  Heard-Davis, 
"at  a  time  when  there 
were  no  other  opportuni- 
ties for  a  black  woman 
from  the  South." 

DIRECTED 
PROGRAMS  TO 
MEET  CORPORATE 
OBJECTIVES 

The  corporate  lead- 
ers of  tomorrow  attend 
historically  black  col- 
leges and  universities 


ROCKWELL 

ockwell  has  long  been  committed 
to  enhancing  the  lives  of  all  mem- 
bers of  the  communities  in  which 
we  live  and  work.  Our  support  of  quality  educa- 
tion, particularly  in  the  areas  of  math,  science 
and  technology,  has  been  integral  to  fulfilling 
that  commitment.  Rockwell  has  contributed  to 
hundreds  of  educational  programs  for  people  of 
all  ages,  both  financially  and  through  the  volun- 
teer efforts  of  our  employees  and  retirees.  It  is 
through  quality  education  that  we  can  help 
build  a  skilled,  diverse  and  successful  work- 
force. We  believe  that  valuing  differences  - 
among  employees,  customers,  shareowners  and 
our  communities  -  is  a  business  and  moral 
imperative.  We  are  committed  to  supporting 
such  an  environment  on  a  global  basis.  We  are 
proud  to  support  organizations  such  as  The 
College  Fund  that  help  ensure  a  successful 
future  for  people  around  the  world. 

Donald  R.  Beall 

Chairman  and  CEO 
Rockwell 
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today —  students  who  would  not  be  in  col- 
lege il  not  for  The  College  Fund.  Many  are 
succeeding  because  ol  directed  programs 
established  by  corporations  to  achieve  spe- 
cific objectives. 

"I  would  have  had  to  leave  college  if  it 
weren't  for  The  College  Fund  and  its  pro- 
grams," begins  Tanyanika  Douglas,  a  pre- 
med  student  at  Xavier  University  in  New 
Orleans,  Fa.  "I  was  $9,000  in  debt  from  col- 
lege expenses.  My  family  simply  didn't  have 
that  kind  of  money.  The  College  Fund  pro- 
vided three  separate  programs  that  helped 
me  finance  my  education,  kept  me  in  school 
and  advanced  my  dream 
of  earning  an  M.D.  and 
a  Ph.D." 

Douglas  benefited 
from  a  lull-tuition  schol- 

Lonear  W.  Heard-Davis,  a 
graduate  of  Rust  College, 
Is  President,  Owner  and 
Operator  of  two 
McDonald's  restaurants 
in  California. 


A  UNCF  scholarship  financed  by  Merck  &  Co.  enabled 
Tanyanika  Douglas  to  research  antibiotics  as  an  intern 
in  Merck's  laboratories.  A  pre-med  student  at  Xavier 
University  in  New  Orleans,  she  has  also  received  schol- 
arships funded  by  Ronald  McDonald  Children's 
Charities  and  Becton  Dickinson  and  Company. 

arship  from  the  RMCC/UNCF  Health  and 
Medical  Scholars  Program,  which  is  funded  by 
the  Ronald  McDonald  Children's  Charities,  as 
well  as  a  UNCF  giant  from  Becton  Dickinson 
and  Company.  Through  a  UNCF  program 
financed  by  pharmaceutical  leader  Merck  & 
Co.,  Inc.,  Douglas  received  a  scholarship  to 
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:  Chase,  we  not  only  value  diversity, 
we  embrace  it  -  not  only  out  of 
basic  fairness,  but  as  a  fundamental 
imperative  to  competing  in  a  dynamic  global  econ- 
omy. This  commitment  to  diversity  has  under- 
scored our  40-year  commitment  to  The  College 
Fund  in  its  mission  to  educate  tomorrow's  leaders. 

Since  1956,  The  Chase  Manhattan  Bank  and 
its  predecessor  institutions  have  proudly  sup- 
ported the  Fund  through  both  corporate  grants 
and  the  sponsorship  of  employee  fundraising 
campaigns.  In  recent  years,  our  ties  have  grown 
even  stronger,  including  a  pledge  in  1993  of 
$1  million,  the  first  $100,000  of  which  went  to 
endow  the  McGillicuddy  Scholars,  a  College 
Fund  scholarship  program  honoring  our  retired 
chairman,  John  F.  McGillicuddy.  The  balance  of 
our  pledge  has  been  earmarked  for  The  College 
Fund's  Capital  Campaign. 

For  America's  largest  bank,  support  for  The 
College  Fund  makes  good  business  sense  -  a 
compelling  way  to  invest  in  the  future. 

Walter  V.  Shipley 

Chairman  and  CEO 

The  Chase  Manhattan  Bank 


spend  this  past  summer  as  a  research  intern  at 
Merck's  laboratories  in  Railway,  N.J.,  where 
she  was  involved  in  antibiotic  discovery  and 
development. 

She  becomes  emotional  when  discussing 
the  impact  The  College  Fund  has  had  on  her 


CHRYSLER 

iversity  in  the  workplace  is  not  like 
clothing,  something  to  be  worn  and 
removed  to  fit  the  occasion.  Nor  is  it 
a  prize  to  be  sought  for  its  own  sake. 

At  Chrysler  Corporation,  we  believe  that  diver- 
sity in  the  workplace  is  a  competitive  advantage 
and  that  our  success  as  a  global  company 
depends  less  on  raw  materials,  technology  and 
processes  than  on  making  full  use  of  the  wealth 
of  backgrounds,  skills  and  opinions  that  a 
diverse  environment  offers. 

Which  is  why  -  in  our  ongoing  effort  to  attract 
and  retain  the  best  and  brightest  talent  avail- 
able, regardless  of  race  or  gender  -  The  College 
Fund  was  recently  added  to  Chrysler's  two-for- 
one  matching  grant  program;  for  the  first 
$5,000  donated  to  UNCF  by  individual  Chrysler 
employees,  Chrysler  will  contribute  $10,000. 
This  support  is  in  addition  to  our  pledge  last 
year  of  $1.9  million  to  The  College  Fund. 

Chrysler  is  a  company  of  inclusion,  one  that 
fully  values  and  utilizes  the  unique  characteris- 
tics and  abilities  of  every  employee. 

Bob  Eaton 

Chairman  and  CEO 
Chrysler  Corporation 
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Getting  published  has  never  been  easy.  Just  ask 
any  third  or  fourth  grader  in  Mrs.  Graham's  writing  class.  They've  experienced  the 
challenge  firsthand.  It  was  part  of  an  assignment  in  which  she  had  her  students  create  articles  that  actually  ran 
in  a  local  magazine. 

First  came  assigning  individual  responsibilities  to  the  class.  Each  student  was  given  a  position  just  like  you'd 
find  at  any  magazine.  Positions  like  editor,  operations  director,  art  director,  photographer  and  journalist.  Then  with 
unheralded  enthusiasm  the  class  began  the  hard  work  of  getting  their  story  to  print.  They  handled  everything  - 
research,  layout,  design,  proofing,  even  production  -  all  in  time  to  make  their  deadline. 

It's  a  lesson  she  says  the  class  loved.  Not  only  did  they  discover  some  of  the 
rigors  of  journalism,  they  also  learned  how  articles  come  to  life. 

But  most  importantly  they  got  to  see  their  efforts  actually  printed  in 
a  real  magazine. 

For  her  creative  and  outgoing  teaching  efforts,  State  Farm  is  pleased 
to  honor  Mrs.  Graham  with  the  Good  Neighbor  Award  and 

donate  $5,000  in  her  name 
to  Ashland  Elementary 
in  St.  Louis,  Missouri. 


Good 
Neighbor' 
Award  u 

STATE  FARM  INSURANCE  COMPANIES 
Home  Off  k  es:  EMoomingtnn,  Illinois 


The  Good  Neighbor  Award  was  developed  in  cooperation  with  the  National  Council  of  Teachers  of  Englisl 
-A  .  "Ashland  Talks"  is  reprinted  with  the  permission  of  Take  Five  Magazine. 


life.  "Il  saved  me,"  says  Douglas.  'The  Fund, 
and  the  coq>orations  that  support  il.  kepi  mj 
dream  alive.  I  want  eotporate  America  to 
know  that  their  contributions  have  a 
real-world  effect.  My  goal  is  to  earn  an 
M.l).  and  then  a  Ph.D.  on  the  road  to 
becoming  a  research  scientist. 
Corporate  America  needs  more  minds 
like  mine  moving  in  that  direction. 
Thankfully,  The  College  Fund  is  mak- 
ing it  a  reality  for  myself  and  others 
like  me." 

Then  there  is  \ndrew  I).  Jones  Jr., 
a  graduate  fellow  studying  for  his 
Ph.D.  in  mathematics  at  Brown 
I  mvrrsih.  Uright,  articulate  and  pos- 
itive, Jones  was  nevertheless  misdi- 
agnosed      menlalh  retarded  in  the 
sixth  grade  because  of  poor  test 
results.  But  a  natural  curiosity  about  math 
and  a  supportive  family  kept  him  in  school. 
Once  in  college,  he  was  diagnosed  as  dyslex 
ic.  Simple  changes  in  learning  practices  cat- 
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Andrew  D.  Jones  Jr.,  a  Ph.D.  candidate  in  mathematics  at  Brown 
University,  is  supported  by  the  UNCF/IBM  Faculty  Fellowship  Program. 

apulted  his  grade  point  average.  Jones  wound 
up  as  an  instructor  of  mathematics  at 
Morehouse  College  and,  through  the  IBM 
Faculty  Fellowship  Program  administered  by 


M  u  v  E  it  I  I  a  E  m  c  n  I 

The  College  Fund,  Jones  hopes  to  receive  hi 
Ph.D.  soon.  He  says  his  is  an  extreme  story 
of  how  perceptions  can  lead  to  labeling  and 
why  historically  black  universities  and 
colleges  play  such  a  vital  role  in  pro 
vifling  African  Americans  with  a  place 
to  be  in  the  majority  and  explore  thru 
own  potential  for  achievement. 

Sean  M.  Bnino,  who  benefited  from 
the  UNCF/Toyota  Scholarship 
Program,  remembers  how  a  summer 
internship  at  Toyota  Motor  Sales  USA 
provided  insight  into  Japanese  man- 
agement practices,  lessons  that  he  now 
makes  use  of  as  an  accountant  with 
Bruno  &  Tervalon,  a  family-owned 
accounting  practice  based  in  New 
Orleans  and  one  of  the  largest  such 
minority  firms  in  the  South.  "I  saw 
firsthand  the  importance  that  Toyota  placed 
on  employees  and  their  needs  for  training 
and  empowerment,"  says  Bruno,  who  is 
studying  for  his  CPA.  "I  have  tried  to  instill 


Qe  @JLt.  3uJ  Soar  J  ofQ}» 


MS.  JUDY  BARKER 

Retired  Vice  President  i>f  Social 

Responsibility 
Borden, Inc. 
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MR.  JONATHAN  J.  BUSH 

Chairman 

J.  Bush  &  Company 
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The  way  we  see  it,  everything  that  makes  us  unique,  makes  our  work  force  that  much 
stronger  in  a  diverse  world.  Our  commitment  is  to  create  an  environment  in  which  the  best 
people  do  their  best  work,  and  that  means  building  a  company  in  which  differences  are  respected 
and  valued.  We  recognize  that  this  goal  is  a  challenging  one,  and  we  know  we're  not  there  yet. 
But  our  candor  is  matched  only  by  our  determination  in  reaching  this  goal-to  cultivate  a  broader 
base  of  people  whose  differences  can  truly  make  a  difference  for  our  business  and  our  clients. 


©1996  The  Chase  Manhattan  Corporation. 
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New  Orleans  accountant  Sean  M.  Bruno  has 
made  use  of  Japanese  management  practices 
that  he  learned  during  his  summer  internship  at 
Toyota  Motor  Sales  USA,  which  is  funded  by  the 
UNCF/Toyota  Scholarship  Program. 

the  same  principles  in  our  business." 

At  the  same  time,  Toyota  knows  that  sup- 
porting aspinng  minority  professionals  like 
Bruno  is  good  for  business.  "We  believe 
deeply  in  paying  back  to  the  communities 
that  have  supported  Toyota  over  the  years." 
says  Doug  West,  Toyotas  senior  vice  presi- 


dent of  finance,  information  and  human 
irxunvrs.  "Tin-  \lric.m  \merii  an  i  ommuni- 
ty  is  an  important  part  of  the  American  econ- 
omy. By  investing  in  its  future,  we're  creating 
tomorrow's  markets  and  opportunities." 

Just  as  important  as  directed  programs 
and  giving,  however,  are  unrestricted  gifts 
that  go  into  the  general  operating  budgets 
of  UNCF-supported  schools.  "Traditionally, 
our  schools  have  struggled  to  cover  operat- 
ing expenses  while  keeping  the  costs  of 
tuition  as  low  as  possible  to  meet  the 
needs  of  our  constituency,"  says  Dr. 
Benjamin  F.  Reaves,  president  of  Oakwood 
College  in  Huntsville,  Ala.  "Historically, 
this  is  where  The  College  Fund  has  served 
as  a  vital  lifeline,  allowing  us  to  become  an 
avenue  for  maximizing  the  utilization  of 
the  American  workforce." 

THE  LEADERS  OF  TOMORROW 

As  American  businesses  point  to  the 
new  millennium,  they  carry  with  them  a 
commitment  to  extend  the  circle  of  oppor- 
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NISSAN 

1  /-J  issan's  long  history  of  support  for  the 
y  I  educational  success  of  young  people 
I   V  in  this  country  is  firmly  rooted  in  our 
corporate  philosophy  of  directly  helping  to 
empower  individuals  to  achieve  their  goals  and 
dreams.  The  College  Fund  and  its  member  col- 
leges, as  well  as  the  nation's  other  historically 
black  colleges  and  universities,  provide  minority 
students  with  a  vital  gateway  to  opportunity. 
Nissan  feels  it  is  imperative  that  these  schools 
have  the  access  to  the  resources  that  will  allow 
them  to  remain  competitive  and  at  the  forefront 
of  education  in  this  country.  This  commitment 
and  philosophy  is  shared  by  the  entire  family  of 
Nissan  companies  across  the  United  States. 

Through  our  sponsorship  of  the  Nissan-HBCU 
Summer  Institute,  an  annual  week-long  faculty 
development  symposium,  we  have  established  a 
solution-oriented  consortium  of  educational  insti- 
tutions and  organizations  that  are  committed  to 
furthering  the  educational  development  of  the 
minority  workforce  who  will  be  responsible  for 
fostering  our  country's  economic  growth.  In  addi- 
tion, the  Nissan  Minority  Dealer  Scholarship 
Program  provides  students  with  the  education, 
experience  and  employment  that  will  create  a 
diverse,  effective  and  successful  dealer  body. 

Nissan  salutes  and  applauds  the  work  of  The 
College  Fund  and  its  determination  to  make 
educational  opportunities  available  to  everyone. 

Robert  J.  Thomas 

President  and  CEO 

Nissan  Motor  Corporation,  USA 


tunity  to  include  a  diverse  chorus  of 
employees,  managers,  customers  and 
stockholders.  For  more  than  50  years,  cor- 
porations have  turned  to  The  College  Fund 
to  elevate  and  educate  the  very  individu- 
als who  are  comprising  a  grow  ing  share  of 
our  economy.  As  Michael  H.  Jordan, 
chairman  and  CEO  of  Westinghouse 
Electric  Corporation  and  c  hairman  of  the 
board  of  The  College  Fund,  has  said:  "Our 
UNCF  graduates  have  made  important 
contributions  to  building  and  moving  our 
nation  forward.  An  investment  in  UNCF 
member  colleges  and  their  students  is  an 
important  investment  in  the  future  for  all 
of  us  —  as  citizens,  as  business  people 
and  as  leaders." 

For  more  information  on  how  your 
organization  can  help  build  the  leaders  of 
tomorrow,  please  contact  The  College 
Fund  at  800-332-UNCF. 


Author  Greg  Matuskv  has  ivritten  extensively 
on  business  topics  for  major  corporations  and 
national  publications. 


This  is  our  view  of  Corporate 
America's  future. 

At  Merrill  Lynch,  we  believe  that  diversity  in  Corporate  America  will  be  as  commonplace 
in  the  future  as  it  is  in  the  playgrounds  of  today.  Which  is  why  we  are  so  fortunate  to  work  with 
organizations  like  The  United  Negro  College  Fund.  Together,  we've  been  able  to  provide  afford- 
able, high-quality  education  for  students  who  otherwise  wouldn't  have  had  this  opportunity.  At 
Merrill  Lynch,  we're  committed  to  our  relationship  with  UNCF  and  look  forward  to  continuing 
to  help  make  a  difference  in  the  lives  of  all  students  and  the  future  of  Corporate  America. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 


A  tradition  of  trust. 
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The  power  of  education 
is  in  a  class  by  itself. 

Education  is  the  key  to  achieve- 
ment. That's  why  Rockwell  and  its 
employees  have  contributed  more 
than  $50  million  during  the  past 
decade  to  programs  from  kinder- 
garten through  college,  as  well  as  to 
a  variety  of  other  learning  ventures. 

Today  Rockwell  and  its  people 
support  more  than  200  such  efforts 
across  America.  Involved  at  all  levels 
in  the  lessons  that  benefit  our  lives, 
our  communities  and  our  nation. 


'1*  Rockwell 


Watch  out  for  ING  Group,  Dutch  traders  with  a  bank  franchise 
rivaling  Citibank.  They  are  coming  our  way. 

"Everyone  was  afraid" 


By  Richard  C.  Morais 

Visit  the  Budapest  Stock  Exchange 
and  you'll  see  about  60  traders  stand- 
ing around  staring  glumly  at  screens. 
They've  little  to  do:  The  average  daily 
turnover  in  equities  in  this  emerging 
market  is  just  $12  million  a  day  But 
look  again  and  you'll  see  two  traders 
crammed  into  a  tiny  booth  jumping 
to  a  constantly  ringing  phone.  They 
trade  for  ING  Group,  a  Dutch  finan- 
cial services  conglomerate. 

ING  Group  has  24  investment 
bankers  in  Budapest.  They  earned  $2 
million  pretax  last  year.  Not  a  lot  of 
money  for  a  global  financial  con- 
glomerate with  1995  revenues  of  $24 
billion  and  profits  of  $1.6  billion,  but 
a  big  deal  in  Hungary.  Almost  a  third 


of  all  equity  trades  on  the  Budapest 
Stock  Exchange  now  flow  through 
ING.  The  Hungarian  economy  is  still 
sick,  but  it  won't  always  be.  By  get- 
ting there  early  ING  hopes  to  build  a 
profitable  asset.  "We  want  to  keep 
that  market  share  and  just  let  the 
market  grow,"  says  Farbod  Lotfi,  the 
33-year-old  managing  director  of 
ing's  Barings  subsidiary  in  Budapest. 

Just  one  more  reminder  of  how 
big  and  powerful  this  Amsterdam- 
headquartered  company  is.  ing  made 
headlines  last  year  when  it  scooped 
up  Barings  for  $1  billion  after  that 
once-esteemed  British  outfit  nearly 
went  under  thanks  to  a  rogue  trader 
in  Singapore. 


ing  got  Barings  for  a  song,  given 
its  assets — $600  million — and  award- 
winning  staff.  But  ing's  buying  Bar- 
ings reminded  the  world  that  just 
because  you  come  from  a  small  coun- 
try, it  doesn't  follow  that  you  can't 
compete,  "ing  has  a  global  financial 
service  franchise  that  is  rivaled  in 
breadth  only  by  Citibank,"  says 
Matthew  Czepliewicz,  a  Salomon 
Brothers  European  bank  analyst. 

Barings  was  an  unusual  move  for 
ING,  which  usually  prefers  to  start 
small  and  build — as  in  Budapest. 
From  the  mid-1980s  ing  and  its  pre- 
decessor bank  have  put  together  a 
low-cost  84-bank  network  in  49 
countries,  ing's  empire  now  stretch- 


The  floor  of  the  Budapest  stock  exchange 

In  Hungary  a  third  of  all  equity  trades,  40%  of  all  life  insurance  and  50%  of  all  credit  cards,  run  through  ING  Group. 
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Aad  Jacobs,  chairman  of  ING  Group 
Building  a  global  franchise  on  the  cheap. 


es  from  Montevideo  to  Jakarta,  from 
Bratislava  to  Harare,  Zimbabwe.  It  is 
already  a  major  presence  in  countries 
like  Russia,  Brazil,  the  Philippines  and 
Vietnam. 

It  usually  builds  banks  from 
scratch,  often  operating  from  hotel 
rooms,  offering  modest  trade  and 


commodities  finance.  "We  have  oper- 
ations in  Pyongyang,  Vladivostok  and 
Havana,"  says  ING  board  member 
Cees  Maas.  "And  we  make  profits  in 
these  countries  after  the  first  year, 
sometimes  maybe  the  second  year." 

With  its  truly  global  operations, 
ING  grasps  opportunities  early.  Take 


the  trade  route  that  grew  up  as  a 
result  of  India's  old  alliance  with 
Soviet  Russia.  In  the  last  few  years 
the  currency- starved  Russians  haven't 
been  paying  promptly,  and  Indian 
firms  have  as  a  consequence  accumu- 
lated large  trade  debts  due  from  Rus- 
sians. ING  bank  branches  in  Moscow 
and  Bombay  are  quietly  buying  up 
these  debts  at  discounts  and  using 
their  Russian  branches  to  collect. 
Thumb  through  a  stack  of  recent  inc. 
tombstone  advertisements  and  the 
flavor  of  the  institution  emerges.  A 
100  million  French  franc  short-term 
cocoa  preexport  facility  for  the 
Societe  Sifca  in  the  Ivory  Coast.  A 
$50  million  multi-tranche  facility  for 
an  Indonesian  subsidiary  of  Singa- 
pore's Asia  Pulp  &  Paper  Co.  Ltd. 

A  venerable  institution?  Not  at  all. 
ING  Groep  N.V.,  as  a  financial  insti- 
tution, came  into  existence  only  in 
1991  in  a  merger  between  the 
Netherlands'  largest  and  richest  life 
insurer,  Nationale-Nederlanden,  and 
a  small  but  aggressive  Amsterdam- 
based  bank. 

The  merger  united  two  companies 
with  a  common  approach:  Both  man- 
agements wanted  to  expand,  and 
both  knew  their  chances  were  slim  on 
the  overbanked  home  continent. 

The  smallish  bank's  management 
had  gotten  rattled  by  talk  of  the 
coming  Common  Market  in  Europe. 


Cheap? 


Company/country 

Recent 
price 
($US) 

Market 
value 
($mil) 

Assets 
($mil) 

Return 

on 
equity 

Return 

on 
assets 

Price/ 
book 

Earnings  per  share 
12-mo  1996 
trailing  est 

1996 
est 
P/E 

ABN-Amro  Holding/Netherlands 

$56.19 

$17,703 

$340,638 

12.8% 

0.4% 

1.5 

$4.70 

$5.13 

10.9 

American  International  Group/US 

100.13 

47.388 

134,133 

13.2 

1.9 

2.4 

5.52 

5.91 

16.9 

BNP  Group/France 

33.76 

7,004 

325,243 

3.5 

0.1 

0.6 

1.86 

2.85 

11.9 

Citicorp/US 

87.63 

42,047 

256,849 

19.2 

1.4 

2.3 

7.42 

7.40 

11.8 

Deutsche  Bank/Germany 

50.10 

25,036 

479,341 

11.0 

0.3 

1.7 

3.21 

3.33 

15.1 

Dresdner  Bank/Germany 

27.65 

12,307 

332,905 

9.2 

0.2 

1.4 

1.84 

1.97 

14.0 

Fortis  AG/Belgium 

140.74 

10,819* 

160,622* 

14.4* 

0.6* 

1.8 

10.58 

11.05 

12.7 

Fortis  AMEV/Netherlands 

30.54 

10,819* 

160,622* 

14.4* 

0.6* 

1.5 

2.40 

2.54 

12.0 

HSBC  Group/UK 

17.29 

47,318 

351,536 

18.5 

1.1 

2.2 

1.48 

1.65 

10.5 

ING  Group/Netherlands 

32.99 

25,216 

246,981 

12.0 

0.7 

L6 

2.40 

2.57 

12.8 

Lloyds  TSB  Group/UK 

5.71 

29,512 

204,191 

31.9 

1.0 

4.5 

0.40 

0.45 

12.6 

Prices  as  of  Aug.  16.  *Reflects  combined  data  for  Fortis  AG  and  Fortis  AMEV. 

Sources:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  IBES  Express. 

At  $33, 13  times  earnings,  ING  is  currently  priced  squarely  in  the  middle  of  our  blue-chip  roster  of  international  bank  and 
insurance  stocks.  However,  ING's  earnings  tend  to  be  understated,  thanks  to  conservative  accounting  and  to  the  practice  of 
smoothing  rising  earnings  by  adding  to  reserves.  Moreover,  ING's  big  stake  in  the  promising  developing  countries  markets 
is  a  strong  plus  for  the  stock.  Look  for  action  here  as  ING  moves  closer  to  a  New  York  Stock  Exchange  listing. 
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It  couldn't  compete  as  a  small  region- 
al player.  So  Gerit  Tammes,  the  exec- 
utive in  charge  of  the  expansion, 
decided  to  plow  right  into  South 
America  during  the  Latin  debt  crisis. 
It  was  a  brilliantly  contrarian  move. 
"There  was  little  competition  there 
because  everyone  was  afraid,"  says 
Tammes,  now  semiretired. 

Tammes  had  his  eye  on  Brazil,  but 
the  Brazilian  government  hadn't 
issued  a  foreign  bank  a  full  banking 
license  in  decades.  In  a  move  that 
became  quintessential  ING,  Tammes 
located  a  bankrupt  Uruguayan  bank 
with  a  Brazilian  branch.  He  bought 
the  cleaned-up  assets  of  the  13- 
branch  bank  for  one  peso,  simultane- 
ously picking  up  a  Brazilian  bank 
license  worth  about  $40  million. 

Tammes  and  his  colleagues  quick- 
ly made  a  name  by  creatively  trading 
assets  in  turbulent  Latin  American 
markets.  In  1988,  for  example,  the 
Dutch  soccer  team  psv,  owned  by 
multinational  Philips,  wanted  to  pur- 
chase soccer  star  Romario  de  Souza 
Faria  from  the  Brazilian  soccer  team. 
The  Brazilians  wanted  $4  million  for 
Romario;  PSV  was  prepared  to  pay 
only  $3  million,  and  the  Amsterdam 
bankers  were  called  in  to  help.  The 
bankers,  working  with  the  Brazilian 
government,  bought  in  the  open 
market  for  $3  million  gov- 
ernment debt  with  a  face 
value  of  $4  million.  They 
turned  the  debt  over  to  the 
Brazilian  government, 
which  scratched  out  $4 
million  in  its  books,  trans- 
ferring the  cash  to  the 
Brazilian  team.  Romario 
was  swapped. 

Companies  like  GM, 
Unilever,  Ford,  Bayer  and 
3M  soon  heard  about  these 
Dutch  bankers  who  in  the 
toughest  markets  could 
think  up  debt-for-foot- 
baller  deals,  and  they  began 
tapping  ING  for  its  services. 

When  Britain  went  to 
war  over  the  Falkland 
Islands,  the  Dutch  snapped 
up  Barclays'  Argentine 
bank  for  well  under 
$500,000.  When  American 
banks  were  sinking  under 
Latin  American  debt,  ING 
picked  up  Morgan  Guaran- 


ty's Chilean  operations  for  20%  below 
book  value.  Today  the  Dutch  are  in 
every  major  South  American  country 
but  Bolivia. 

On  its  own  the  Dutch  insurance 
company  was  already  heavily  into 
Japan,  which  was  economically  devel- 
oped but  backward  in  insurance 
terms.  The  Dutch  insurer  started  a 
"greenfield"  operation,  using  Royal 
Dutch/Shell  Group  as  a  local  part- 
ner. The  insurance  executives  discov- 
ered that  Japanese  gas  stations  not 
only  put  gas  in  tanks,  often  on 
account,  but  also  sold  or  leased  cars. 
"The  Shell  dealers  knew  everything 
about  their  customers,"  says  ING 
board  member  Herman  Huizinga, 
speaking  English  with  an  Australian 
outback  accent.  ING  leveraged  this 
Shell  database  to  sell  life  insurance, 
and  today  fast-growing  premiums  in 
Japan  exceed  $700  million. 

At  a  time  when  many  banks  and 
insurance  companies  everywhere  are 
paring  staff,  this  is  a  problem  ING 
doesn't  have  to  face.  Just  150  Ams- 
terdam-based executives  oversee  the 
53  company  brands.  They  give 
underperforming  assets  two  years  to 
turn  around  or  they  hive  them  off. 

Today  ING  Group  has  assets  of 
$247  billion,  net  income  of  $1.7  bil- 
lion and  a  market  capitalization  of 


Directors  Cees  Maas  and  Herman  Huizinga 
The  perceived  risk  is  always  greater  than  the  actual 


$25  billion.  In  our  annual  list  of  the 
world's  Super  Fifty  companies — 
ranked  by  sales,  profits,  assets  and 
market  value — ING  is  the  38th-largest 
company  in  the  world,  ahead  of  abn- 
Amro  Holding,  Union  Bank  of 
Switzerland,  and  Barclays. 

As  usual,  there's  a  personality 
behind  this  success  story.  It  belongs 
to  Aad  Jacobs,  the  60-year-old  chair- 
man from  Rotterdam,  appointed 
shortly  after  the  merger.  He's  a  man 
who's  not  afraid  to  take  a  bold 
plunge.  When  he  was  managing 
Nationale-Nederlanden's  equity  port- 
folio, he  lost  $440  million  the  day  of 
the  1987  crash.  The  next  day  Jacobs 
bought  $300  million  worth  of  addi- 
tional stock.  Not  many  money  man- 
agers anywhere  showed  that  kind  of 
steely  courage  on  Oct.  20,  1987. 

"I  speak  more  the  language  of  the 
banker  than  the  insurance  company," 
says  Jacobs. 

Yet  to  the  Dutch  ing  stands  for 
insurance  and  humdrum  banking, 
not  global  markets.  ING  has  a  rela- 
tionship with  75%  of  all  Dutch 
households:  It  controls  25%  of  the 
nation's  life  insurance,  savings  and 
mortgages.  One  of  the  biggest  play- 
ers in  Dutch  bonds,  it  also  handles 
15%  of  all  equity  trades  on  the  Am- 
sterdam Stock  Exchange.  A  full  70% 
of  the  Group's  pretax  prof- 
its come  from  Holland. 

But  that  proportion  is 
shrinking.  In  Asia,  ING  has 
applied  for  insurance  licens- 
es in  China,  Thailand  and 
the  Philippines.  As  soon  as  a 
license  is  granted,  ING  exec- 
utives will  fly  in  a  fully  com- 
puterized "backroom" 
that's  currently  waiting  in 
Taiwan  and  set  it  up  in  a 
hotel  room.  Just  48  hours 
after  getting  a  license  in,  say, 
the  Philippines,  ING  will  be 
technically  capable  of  issu- 
ing policies  locally.  "It's 
guerrilla  warfare,"  says 
Huizinga.  It  has  to  be  when 
competing  with  Maurice 
Greenberg's  American 
International  Group. 

But  that's  how  ing's 
warriors  have  thus  captured 
over  40%  of  the  Hungarian 
life  insurance  market  and 
last  year  booked  premiums 


risk. 
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of  $82  million.  In  Central  and  East- 
ern Europe  alone,  ing  already  has 
hugely  successful  banks  in  Russia, 
Poland,  Slovakia  and  Bulgaria.  "The 
perceived  risk  in  these  markets  is 
always  higher  than  the  actual  risk," 
says  Maas. 

That's  true  in  part  because  ing  gets 
paid  handsomely  for  taking  these  per- 
ceived risks.  Pannon  GSM  Telecom- 
munications Pic,  owned  by  Scandi- 
navian and  Dutch  PTT  companies, 
paid  $50  million  for  one  of  Hun- 
gary's mobile  licenses  in  October 
1993.  A  year  later  Pannon  was  grow- 
ing so  fast  it  desperately  needed 
financing  to  expand  its  network,  abn- 
Amro,  Bankers  Trust  and  Credit 
Suisse  all  went  after  the  business,  but 
Pannon's  chief  executive,  Gussi  Emri, 
finally  asked  ING  Bank  Hungary  to 
raise  the  $115  million.  Why?  ING 
bankers  were  the  only  bank  prepared 
to  arrange  the  financing  without 
guarantees. 

For  that  risk,  ing  Bank  was  well 
paid.  Pannon  had  to  pay  2.3%  above 
the  Offered  Rate,  plus  a  1%  upfront 
closing  fee.  When  Pannon  ran  out  of 
cash,  ing  Bank  gave  it  a  cold-blood- 
ed squeeze.  The  bank  stalled,  asked 
for  additional  fees,  and  forced 
Pannon  to  take  out  two  bridge  loans. 
Despite  this  rough  treatment  Pannon 
still  does  business  with  ing. 

The  story  of  how  ing  ended  up 
with  Barings  says  a  lot  about  this 
Dutch  company.  In  late  1994  Chair- 


man Aad  Jacobs  sniffed  around  Bar- 
ings Bank,  but  was  shown  the  door. 
A  few  months  later  Nick  Leeson  sank 
the  bank  trading  in  Singapore,  and 
ING,  displaying  the  same  boldness 
Jacobs  showed  in  the  aftermath  of 
Black  Monday  1987,  bought  Barings 
cheaply  before  anyone  else  could 
blink.  Barings  brought  emerging 
market  research  and  equities  exper- 
tise to  ing's  strength  in  debt,  cata- 
pulting the  Dutch  into  the  major 
leagues. 

Today,  for  example,  at  ing's 
emerging  market  trading  floor  in 
London  almost  350  traders  and  sales 
staff  work  50,000  square  feet  of  floor 
space  full  of  debt,  equity  and  deriva- 
tive screens.  Most  of  the  200  analysts 
are  based  not  in  London  but  on  the 
ground  in  35  emerging  markets.  Last 
year,  while  it  swallowed  bankrupted 
Barings,  the  outfit  raised  $5  billion  in 
emerging  market  issues.  That's 
behind  Citicorp's  $10  billion  and 
Nomura  Securities'  $7.2  billion,  but 
ahead  of  Morgan  Stanley  Interna- 
tional's $4.7  billion. 

More  business  is  coming.  In  May 
the  Brazilian  government  auctioned 
off  50.4%  of  Light,  its  $1.8  billion 
revenue  utility.  The  $2  billion  priva- 
tization was  the  largest  ever  in  Brazil. 
Some  25  ing  employees  in  Sao 
Paulo,  Amsterdam  and  Paris  placed 
the  bulk  of  the  shares — the  biggest 
block  trade  in  Latin  America,  ing 
picked  up  fees  not  just  for  valuing  the 


deal  and  rounding  up  the  buyers,  but 
for  providing  financing,  standby 
guarantees  and  foreign  exchange. 

Old-time  Dutch  frugality  is  alive 
and  well  at  ing.  Much  has  been  made 
of  Deutsche  Bank's  expensive  raid  on 
LNG  Barings'  award- winning  research 
staff  in  Latin  America,  but  ing  sees 
things  a  bit  differently.  "The  person- 
nel losses  are  regrettable,"  says  Maas, 
"but  we  are  now  able  to  restructure 
our  cost  basis." 

What  about  the  U.S.?  ing  already 
derives  $5.3  billion  in  revenue  from 
North  America,  mostly  in  insurance. 
Its  U.S.  profile  will  rise  next  year 
when  the  company  gets  a  full  listing 
on  the  New  York  Stock  Exchange. 
ING  is  sitting  on  a  war  chest  of  about 
$2.5  billion,  and  Jacobs  tells  Forbks 
a  medium-size  U.S.  life  insurer  and 
an  asset  manager  are  at  the  top  of  his 
acquisitions  list. 

The  stock  is  rising,  but  at  a  p/e  of 
nearly  13  on  average  1996  estimates, 
ING  is  trading  at  a  multiple  compara- 
ble to  banks  like  Lloyds  tsb  Group, 
and  at  a  discount  to  Deutsche  Bank 
and  Dresdner  (see  table). 

Chairman  Jacobs  has  a  ready  expla- 
nation for  the  relatively  low  stock 
price:  Investors  just  don't  understand 
his  company.  "We  have  a  Dutch 
expression,"  he  says.  "'What  the 
farmer  doesn't  know,  he  doesn't 
eat.'"  This  is  one  European  turnip 
Americans  might  want  to  get  to 
know.  H 


History  repeats 

In  the  17th  century  the 
Calvinists  of  the  newly 
independent  Dutch  repub- 
lic ventured  forth  and 
built  a  trading  empire  that 
stretched  from  New  Am- 
sterdam to  Nagasaki.  In 
less  than  a  century  this 
tiny  nation  became  an  eco- 
nomic power,  one  of  those 
economic  miracles  that 
inexplicably  visits  a  nation 
at  certain  points  of  history. 
By  1648,  Dutch  burghers 
had  75%  of  the  trade  in 
Baltic  grain  and  timber, 
almost  half  of  all  trade  in 
Swedish  metals.  Three- 


quarters  of  the  French  and 
Portuguese  salt  heading 
north  traveled  in  Dutch 
boats.  The  Dutch  were  the 
greatest  traders  on  earth, 
dominating  markets  across 
the  globe  in  spices,  sugar, 
porcelain  and  trade-beads. 

Aad  Jacobs  and  his  col- 
leagues at  ING  are  tracing 
the  footsteps  of  their  17th- 
century  forefathers.  Look 
at  how  they've  built  one  of 
the  biggest  corporations 
on  earth  by  trading  Third 
World  debt  from  hotel 
rooms.  These  executives 
are  close  to  the  spirit  of 
Peter  Minuit,  the  Dutch 
West  Indies  Company  man 


who  in  1626  traded  $24 
worth  of  merchandise  for 
Manhattan. 

The  old  Dutchmen 
w  ere  severe,  and  ostenta- 
tion was  frowned  upon. 
Many  wealthy  Calvinists 
supped  simply  on  black 
bread  and  herring. 

There's  a  touch  of  that 
frugal  determination  in 
Aad  Jacobs.  He  is  a  folksy, 
messy-haired  man  who 
rose  in  the  ranks  of  the 
Dutch  insurance  giant.  He 
wore  to  our  interview  a 
drab  suit,  almost  self-con- 
sciously simple  in  Barings' 
richly  decorated  confer- 
ence room — but  that 


room  came  as  part  of  the 
bargain -priced  acquisition 
of  the  famous  British  firm. 

As  part  of  his  home- 
work for  the  story  this 
reporter  read  The  Dutch 
Seaborne  Empire:  1600- 
1800,  a  lively  account  of 
old  Dutch  society  by  C.  R. 
Boxer.  When  I  showed  the 
book  to  Jacobs,  he  didn't 
respond  as  many  impor- 
tant people  would  have  by 
showing  off  a  superior 
knowledge  of  Dutch  his- 
tory. He  just  smiled  and 
discreetly  slipped  into  his 
pocket  a  note  with  the 
name  of  the  Penguin 
history  book.  -R.C.M.M 
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Douglas  Blair  knows  how  to  separate  the  studs  from  the  duds. 

The  other  bull  market 


By  Philippe  Mao 

DUREGAL    ASTRE    STARBUCK    is  a 

beauty.  Six  feet  tall  at  the  shoulder, 
with  mighty,  flaring  nostrils,  he 
weighs  2,600  pounds  and  is  a  proud 
father  of  some  460,000  offspring.  By 
the  time  Astre  retires,  he  will  proba- 
bly have  sired  close  to  a  million  calves. 
His  owner,  Calgary- based  Alta  Genet- 
ics, will  eventually  reap  $18  million 


from  selling  Astre's  semen. 

Alta  sells  bull  sperm  and  cow 
embryos  to  farmers  in  45  countries.  A 
top  buil  can  bring  in  as  much  as  $110 
for  a  strawful  of  semen,  but  the  aver- 
age is  $10  for  a  straw  that's  about  the 
size  of  a  ballpoint  pen  refill.  (It  usu- 
ally takes  a  little  less  than  two  straw- 
fiils  to  fertilize  one  cow.) 


It's  a  risky  business:  Only  1  in  every 
1,000  bulls  becomes  a  super  elite  sire 
like  Astre.  Douglas  Blair,  Alta's  chief 
executive,  will  this  year  buy  250  baby 
bulls,  paying  around  $4,500  a  head. 
When  the  bulls  are  a  year  old,  their 
semen  will  be  collected  and  artificial- 
ly inseminated  in  hundreds  of  dairy 
cows.  Three  years  later,  as  the  bulls' 


Douglas  Blair,  chief  executive  of  Alta  Genetics  Inc. 

"Nobody  understood  what  our  business  was— not  even  our  banker." 
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offspring  begin  to  milk,  the  milk  will 
be  evaluated  along  a  genetic  index,  a 
sort  of  "studliness"  benchmark.  For  a 
bull  to  be  deemed  tops,  its  offspring 
have  to  consistently  produce  lots  of 
milk.  While  an  average  cow  produces 
18,000  pounds  of  milk  a  year,  Astre's 
offspring  average  21,000  pounds. 
Quantity  isn't  all  that  matters:  The 
milk  must  be  high  in  protein  and 
modest  in  butterfat. 

Last  year  Alta  Genetics,  the  largest 
publicly  traded  seller  of  bull  sperm, 
netted  $1.8  million,  or  29  cents  a 
share,  on  revenues  of  $29  million  (all 
figures  in  U.S.  dollars). 

In  1968,  armed  with  a  bachelor's 
degree  in  agriculture  from  the  Uni- 
versity of  British  Columbia,  Blair, 
then  26,  set  out  to  Alberta  with  a  plan 
to  use  genetic  selectivity  to  create 
bigger  beef  cow  s  w  ith  leaner  meat. 
Like  many  a  pioneer,  he  was  met  with 
skepticism.  "Nobody  understood 
what  our  business  was,"  explains  the 
soft-spoken  Blair,  sitting  in  his  little 
office  overlooking  the  rolling  farm- 
lands of  western  Canada.  "Not  even 
our  banker."  However,  Blair's  enthu- 
siasm finally  won  over  both  backers 
and  bankers. 

Rodney  James,  a  local  cattle  mar- 
keter who  backed  Blair,  remembers 
die  newcomer  as  "a  young  buck  from 
British  Columbia  with  lots  of  fire  in 
his  groin."  James  and  his  brother  Earl 
put  in  $5,500  and  20  acres  of  land. 
Blair  convinced  the  Bank  of  Montre- 
al to  lend  him  $22,000.  Widi  anoth- 
er $15,000  from  savings  and  an  early 
partner,  he  w  as  in  business. 

Blair's  timing  was  perfect.  He 
opened  shop  just  as  Canada  was 
beginning  to  permit  imports  of  Euro- 
pean cattle  for  the  first  time  since 
1905.  The  ban  had  existed  to  prevent 
the  spread  of  foot-and-mouth  disease, 
but  its  side  effect  was  to  deprive  the 
industry  of  high-quality,  producing 
breeds.  So  when  Canada  shyly  opened 
die  gate,  demand  went  wild. 

Blair's  first  investment  was  to  buy  a 
$570  young  beef  bull  from  Switzer- 
land. Almost  as  soon  as  he  made  the 
purchase,  prices  for  European  bulls 
and  their  offspring  soared.  In  just  six 
years  Blair's  Swiss  bull  returned  a 
princely  $1  million.  By  the  early 
1970s  Blair's  little  firm  boasted 
annual  revenues  of  $4.5  million. 

But  by  1975  the  market  was  flood- 


ed, and  prices  collapsed.  Blair's  sales 
tumbled  to  $1.8  million. 

Real  entrepreneurs  don't  give  up; 
they  adapt.  Blair  recognized  that  it 
made  more  sense  to  sell  the  sperm  of 
high-quality  dairy  bulls  than  of  beef 
bulls.  A  superior  beef  calf  may  bring  a 
farmer  only  an  additional  $25  when 
sold,  whereas  a  super  dairy  cow  may 
bring  in  $180  more  a  year  in  extra 
milk  production,  every  year.  Blair 
changed  his  strategy,  too.  Instead  of 
buying  two  or  three  bulls  a  year  and 
hoping  one  would  hit  the  jackpot,  he 
opted  to  improve  his  odds  by  stock- 
ing his  barn  with  many  more  bulls. 

Always  on  the  lookout  for  the  next 
big  thing,  Blair  then  got  into  the  fer- 
tilized embryo  business.  While  artifi- 
cially inseminating  semen  provides 
superior  genetics  only  from  the  bull, 

An  average  cow  produces 
18,000  pounds  of  milk 
a  year.  But  the  offspring 
of  Blair's  bulls  average 
21,000  pounds  a  year. 

taking  embryos  from  a  top-producing 
milk  cow  and  fertilizing  them  with 
sperm  from  a  top  stud  gives  farmers 
the  best  of  both  sexes.  Since  any  cow 
in  the  world  can  host  the  fertilized 
egg  of  a  superstud  bred  to  a  super- 
cow,  that  means  that  an  elite  cow  can 
produce  not  just  1  calf  a  year,  but  as 
many  as  20  a  year. 

Business  was  good  again.  By  1987 
Blair's  company  boasted  sales  of  $5 
million.  Now  he  needed  far  more  cap- 
ital than  retained  earnings  could  pro- 
vide. A  Montreal-based  venture  capi- 
tal firm,  now  known  as  Almiria 
Capital  Corp.,  approached  Blair  with 
a  proposition.  Almiria  and  others  had 
already  poured  $3.7  million  into  a 
$390,000  (1987  sales)  development- 
stage  company  that  was  on  the  fore- 
front of  embryo  and  cloning  technol- 
ogy. Looking  for  a  partner  for  this 
upstart,  Almiria  hit  on  Blair. 

In  a  complex  deal,  Almiria  and 
others  put  up  $3.7  million  to  facilitate 
a  merger  between  Blair's  company 
and  the  litde  upstart.  As  chief  execu- 
tive of  this  new  company,  Alta  Genet- 
ics, Blair  now  had  an  embryo  transfer 
business  and  a  bull  semen  business. 


But  to  keep  up  on  the  research  and 
development  needed  to  succeed,  Blair 
needed  still  more  capital.  So  he  took 
Alta  Genetics  public  in  1993,  selling 
36%  of  the  firm  on  the  Toronto  Stock 
Exchange  for  $9.5  million,  before 
fees.  Of  that,  $3.3  million  went  to  pay 
off  debt,  the  rest  w  ent  into  company 
coffers.  Blair's  share  of  Alta  Genetics 
was  diluted  down  to  7.7%. 

Blair's  new  public  shareholders  are 
not  happy  campers.  From  an  initial 
offering  price  of  $5.30,  Alta  Genetics 
now  trades  at  around  $2.56  on  the 
Toronto  exchange.  Blair  complains 
that  The  Street  doesn't  understand 
his  business  and  that  there  are  few 
analysts  covering  his  company.  But 
there's  more  to  it.  After  spending  $5 
million  since  1988  researching  and 
developing  the  embryo  business,  that 
division  of  Alta  Genetics  has  yet  to 
yield  a  profit.  In  the  second  quarter  of 
this  year  Alta  Genetics  took  a  $1.3 
million  writeoff  on  its  beef  embryo 
business. 

Last  year's  earnings  were  29  cents  a 
share.  Blair  doesn't  expect  this  year 
will  be  much  better.  But  he  says  that 
if  he  can  get  the  price  of  embryos 
down  from  their  current  price  range 
of  $365  to  $2,200,  the  demand  for 
Alta  Genetics'  embryos  will  take  off. 
But  that  could  be  years  away. 

In  the  meantime,  Blair  is  working 
furiously  to  expand  his  sire  semen 
business.  In  March  1995  he  paid  $18 
million  in  cash,  debt  and  preferred 
shares  to  buy  Hughson,  Calif.-based 
Landmark  Genetics.  A  private  firm 
with  annual  revenues  of  around  $12 
million,  Landmark  is  home  to  some 
top  sires,  including  the  famous  Maize- 
field  Bellwood. 

Blair  is  also  taking  advantage  of  the 
growing  demand  for  top-quality 
semen  overseas.  Already  39%  of  Alta 
Genetics'  revenues  come  from  outside 
the  U.S.  and  Canada,  up  from  20%  five 
years  ago.  With  all  the  talk  about  the 
U.K.'s  mad  cow  disease  these  days, 
Blair  is  now  positioning  himself  to 
profit  from  the  hundreds  of  thousands 
of  cows  that  may  have  to  be  killed  over 
the  next  four  years.  As  British  farmers 
rebuild  their  herds,  Blair  believes  he 
can  triple  his  U.K.  semen  sales  within 
two  years,  to  $1.2  million. 

Despite  his  ups  and  downs,  Blair 
still  has  plenty  of  fire  left  in  his 
groin.  H 
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Spread  legs  apart  and 
lift  arms,  as  if  doing  ■ 
half  a  "jumping  jack." . 


instinct,  hurl  entire 
body  toward  ground. 


:rkli«  bauer  Inc.     \ ' 


jJcfie  *j]auer  6efieoecf  in  two  things.  Working  hard.  And  not  working  at  all. 
e  had  the  rare  gift  of  being  able  to  balance  ,  his  personal  and  professional  life.  When 

the  fish  Were  biting,  Eddie  closed  the  store.  When  they 
stopped  biting,  he  sold,  clothes.  Would  you  like  to  buy 
some?  Call  800-789- 1 387  for  a  nearby  store  or  catalog. 


How 

can  something    ■  ■ 

small 


so 


beso  . 

smart? 


Introducing   The   Revolutionary   Identification  System 
That  Can   Make  Anything  Smart: 
MicroStamp u  Remote   Intelligent  Communications. 


With  the  MicroStamp  Remote  Intelligent  Communications  (RIC)  system  you  can  make  anything—  from  boxes 
to  employee  badges,  from  luggage  to  loyalty  cards—  smart  enough  to  process,  store,  and  transmit  information.  Simply 
attach  a  MicroStamp  unit  to  almost  anything  and  encode  it  with  almost  any  kind  of  information.  The  stored  data  can 
then  be  retrieved  or  modified  remotely,  at  maximum  distances 
ranging  from  10  feet  to  150  feet.*  So  you  can  take  inventory 
without  opening  a  box,  find  a  trailer  without  entering  a  yard, 
know  your  customers'  buying  habits  without  ever  meeting  them, 
or  keep  a  building  secure  without  stopping  everyone  at  the  door. 

^   A  MicroStamp  RIC  combines  a  computer  and  a  two-way  radio, 

^^V*  |y^H  dfr      jflfe  housing  them  in  a  device  as  small  as  1  V«"  x  1  1/A"  x  1/n".  Using  a 


Identify  the  contents  of  a  box,  crate  or  container 
instantly  from  up  to  150  feet  away. 


revolutionary  technology,  each  MicroStamp  RIC  unit  can  store  256 
bytes  of  data  or  more*,  and  can  communicate  with  a  host  computer 


Monitor  who's  in  a  building  and  keep  track  of 
assets  such  as  laptop  computers. 


via  a  tiny  radio. 


The  product  is  small,  but  its  potential  for  giving  your 
company  a  competitive  edge  is  huge.  Just  imagine  how  you  could 
use  the  MicroStamp  RIC  system  to  help  reduce  costs,  minimize 

Create  "smart"  cards  that  store  information  about 

inventories,  improve  operational  efficiencies,  and  ensure  customer        individual  consumers  and  their  buying  habits. 
loyalty.  It's  an  opportunity  that  smart  companies  will  capitalize  on.  To  find  out  how  the  MicroStamp  RIC  system  can 
have  a  big  effect  on  vour  business,  call  Micron  toll-free  today  at  1-888-MICROSTAMP  (1-888-642-7678)  ext.  303.  or 
visit  the  Micron  Communications  Web  site  at  http://www.mcc.micron.com. 


MICRON 

COMMUNICATIONS,  INC 

Now     You'll  Know 


Micron  Communications'  Ambit  Mobile  Asset  Control  unit  can  store  up  to  512k  of  data  with  a  remote  range  up  to  150  feet. 
B  1996  Micron  Communications,  Inc.  All  rights  reserved.  MicroStamp  is  a  trademark  of  Micron  Communications,  Inc. 


As  ever  more  assets  assume  digital  form,  intellectual  property 
thieves  see  a  golden  opportunity.  How  will  yoii  protect  your  copyrights? 

Cops  versus 
robbers  Hnkyberspac 


By  Philip  E.  Ross 

The  sheer  brass.  Gearheads  called  the  support  line 
of  Autodesk  in  San  Rafael,  Calif,  complaining  that  they 
couldn't  run  the  firm's  AutoCad  program  on  their  com- 
puters. No  wonder  they  couldn't.  Instead  of  buying  the 
software  at  the  retail  price  of  $3,750,  they'd  bought  pirat- 
ed versions  for  $150  on  the  street  and  presumed  they 
were  still  entitled  to  software  support. 

There's  a  pirated  AutoCad  for  every  honest  version, 
and  the  same  goes  for  the  entire  $74  billion  U.S.  software 
business.  Allowing  for  the  fact  that  not  all  of  the  people 
with  bootlegged  programs  would  have  been  willing  to  pay 
full  price,  the  Business  Software  Alliance  calculates  that 
you're  still  looking  at  a  $15  billion  loss  to  the  U.S.  soft- 
ware industry  due  to  illegal  copying — stealing,  that  is. 

This  thievery  is  made  wonderfully  easy  by  the  speed 
and  efficiency  of  computers.  Slip  a  few  50-cent  diskettes 
into  a  disk  drive,  press  a  button  and — presto! — you  have 
a  $3,750  engineering  program.  Bank  robbing  was  never 
that  easy  or  safe. 

Piracy  threatens  the  $24  billion  movie  industry  just  as 


much.  Right  now  the  stealing  involves 
analog  videocassettes.  Thus  when  75 
New  York  City  police  officers  raided  a  video 
warehouse  in  Manhattan  in  June,  they 
found  $500,000  worth  of  counterfeit  cas- 
settes— including  titles  that  had  not  even 
been  released  to  theaters — on  their  way 
to  dishonest  rental  stores.  Such  larceny 
drains  probably  $2  billion  a  year  from  Holly- 
wood's coffers.  It's  bad  enough,  but  it's  noth- 
ing compared  with  what  is  in  store  when 
movies  go  digital. 

The  next  big  consumer  electronics  device  is  the  digital 
videodisk  player,  which  displays  movies  twice  as  crisply  as 
a  VCR  can.  The  disks  will  hold  17  gigabytes  of  data,  26 
times  as  much  data  as  today's  audio  CDs  and  11,500  times 
as  much  as  floppy  computer  disks.  Republishing  old 
movies  and  music  albums  in  the  new  format  could  gen- 
erate billions  of  dollars  for  Hollywood.  But  movie  pro- 
ducers have  so  far  refused  to  use  this  powerful  new 
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medium.  Thus  when  Panasonic  starts  selling  the  first  gen- 
eration of  DVD  players  later  this  fall,  there  will  be  next  to 
nothing  to  watch.  You  can  scarcely  blame  the  moviemak- 
ers from  holding  back.  Hollywood  is  terrified  by  the 
potential  for  digital  piracy. 

Buy  one  of  these  DVD  players,  hook  it  to  a  VCR,  and  you 
have  a  fabulous  movie  mastering  system:  You  can  now 
make  videotapes  as  good  as  Blockbuster's.  (The  ones  you 
can  make  today  in  your  living  room  are  discernibly  infe- 
rior to  legitimate  copies.)  Three  or  four  years  down  the 
road,  you  can  do  a  lot  more  damage.  You  will  be  able  to 
make  perfect  DVD  copies.  If  you  share  them  with  your 
next-door  neighbor,  who  does  the  same,  pirated  versions 
of  Snow  White  and  Independence  Day  will  race  to  the 
coasts  like  the  flu.  This  will  lead  to  the  ultimate  policing 
nightmare:  amateur  pirates.  Nobody  to  sue,  no  ware- 
houses of  bootleg  tapes  to  raid.  You  can't,  after  all,  have 
the  FBI  inspect  every  home  in  the  nation  to  catch  amateur 
video  thieves. 

This  summer  studio  representatives  holed  up  for  sever- 
al days  in  London  with  their  counterparts  from  electron- 


ics and  software  firms  to  reach  a  copy-protection  standard 
that  would  thwart  casual  DVD  copying.  They  have  yet  to 
come  up  with  a  workable  plan. 

This  is  not  a  simple  matter,  either  technologically  or 
legally.  Could  movie  companies  persuade  Congress  to 
outlaw  the  next  generation  of  DVD  players,  the  ones  that 
can  both  read  disks  and  write  onto  them?  Not  realistic, 
given  the  enormous  legitimate  demand  for  DVD-writing 
players.  Those  17-gigabyte  diskettes  will  make  excellent 
archives  for  business  records  or  family  photo  albums. 

To  get  an  idea  of  the  market  forces  at  work,  walk  into 
a  nearby  Circuit  City  and  take  a  look  at  the  boom  boxes 
on  the  shelf.  Notice  how  many  of  these  have  dual  tape 
players.  So  people  can  play  two  different  music  albums  at 
once?  Of  course  not.  These  things  sell  well  because  they 
make  home  piracy  so  convenient.  Think  how  much  more 
tempting  piracy — both  amateur  and  professional — will 
become  when  DVD  makes  it  that  much  more  efficient. 

Maybe  the  owners  of  intellectual  property  can  stop  dual 
DVD  players,  maybe  not.  But  how  are  they  going  to  stop 
the  Internet?  Douglas  Adams,  for  instance,  has  had  half 
of  his  lifetime's  work  posted  on  the  Web,  including  his 
bestselling  Hitchhiker^  Guide  to  the  Galaxy. 

Consider  the  trend  we're  up  against.  To  counterfeit  a 
Mercedes-Benz  in  a  hidden  garage  shop  would  cost  hun- 
dreds of  thousands  of  dollars — more,  that  is,  than  it  costs 
to  buy  the  real  thing.  So  there  are  no  black  market  man- 
ufacturers of  luxury  cars.  Phony  copies  of  luxury  watches 
are  widely  sold,  but  a  second  glance  will  tell  you  that  they 
are  fakes.  But  knocking  off  a  digitized  movie  will  be  easy, 
and  it  will  be  just  about  impossible  to  tell  the  pirated  copy 
from  the  real  thing.  To  make  an  illegal  print  of  a  movie 
film  costs  tens  of  thousands  of  dollars;  the  crime  is  rare. 
To  copy  a  movie  onto  a  blank  DVD  will  cost  a  few  bucks. 

Still,  the  music  industry  survives  in  an  era  of  dual  tape 
players.  So  why  shouldn't  the  movie  business  be  able  to 
survive  the  DVD? 

Because  the  next  stage  in  this  evolution  of  piracy  is  the 
Internet.  Not  the  slow-as-molasses  America  Online  you 
have  now,  but  a  fast  Internet,  with  cable  or  even  fiber- 
optic connections.  Come  that  day,  it  will  cost  only  pen- 
nies to  download  an  illegal  copy  of  something — a  perfect 
digital  copy.  It  could  be  a  $14  movie,  a  $500  database  or 
a  $3,750  computer-aided-design  program.  Listen  to  this 
dire  prediction  from  Christopher  Wolf,  an  intellectual 
property  lawyer  with  Proskauer  Rose  Goetz  &  Mendel- 
sohn in  Washington,  D.C.:  "Now,  to  download  Jurassic 
Park  with  a  normal  modem  would  take  days  and  days. 
But  with  cable  modems  it  may  be  possible  to  do  it  in  as 
little  as  an  hour." 

Unlike  a  phony  Rolex  or  Renoir,  digits  have  no  prove- 
nance. And  digital  material  comes  in  small  boxes,  so  it's 
easy  to  fence.  "One  CD  we  purchased  for  $99  contained 
maybe  $10,000  worth  of  software,"  says  Robert  Kruger 
of  the  Business  Software  Alliance. 

Even  neophytes  can  play.  In  July,  Michael  Rajendran, 
20,  pleaded  guilty  to  pirating  CDs  packed  with  hits  from 
Microsoft,  Adobe  and  others.  He  worked  out  of  his  par- 
ents' home  in  Dobbs  Ferry,  N.Y.,  and  had  the  gall  to 
advertise  on  Internet  newsgroups.  His  other  postings 
there  show  his  modus  operandi.  In  February  he  was  look- 
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The  ultimate  policing  night 
mare:  amateur  pirates.  No- 
body to  sue,  no  warehouses 
and  bootleg  tapes  to  raid. 


ing  for  a  $50  CD  copying  program 
and  a  used  Yamaha  CD  recorder  for 
$  1 ,200.  A  few  cheap  machines,  daisy- 
chained  to  one  another,  plus  a  crate - 
ful  of  $1  CD  blanks,  were  all  he 
needed  to  set  up. 

Confronting  piracy  in  the  digital 
age,  some  people  throw  up  their 
hands.  The  PC  guru  Esther  Dyson  is 
one.  Copyright  is  dead,  she  says;  pro- 
ducers of  intellectual  property  will 
have  to  forget  about  making  killings. 
An  author  will  give  away  his  books 
on  the  Internet,  then  make  his 
money  the  hard  way — on  the  lecture 
circuit  perhaps,  lecture  by  lecture. 
Disney  will  give  away  its  movies  and 
make  its  money  selling  the  toys  that 
go  with  its  movies.  These  are  tangible 
and  thus  can  be  protected  with  raids 
on  warehouses. 

The  Dyson  solution  is  a  very 
imperfect  one.  It  would  leave  some  HBH 
artists  out  in  the  cold.  (J.D.  Salinger 
on  the  lecture  circuit?  Woody  Allen  dolls?)  It  would  leave 
Hollywood  vastly  smaller  than  it  is  today.  It  would  reduce 
software  developers  to  operators  of  help  desks  that  charge 
by  the  hour.  You  could  forget  about  Microsoft's  $2  bil- 
lion R&D  budget. 

Computer  engineers  gave  us  the  digital  age.  Can't  they 
save  us  from  its  pirates? 

The  answer,  Forbes  thinks,  is  yes.  So  don't  sell  your 
Disney  stock  just  because  of  the  danger  of  digital  piracy. 

Recording  companies  came  up  with  a  compromise 
solution  when  the  piracy  debate  broke  out  over  digital 
audiotape.  A  1992  law  enacted  at  their  insistence  requires 
DAT  players  to  include  hardware  that  notices  copyright 
signatures,  a  sequence  of  Is  and  0s  embedded  in  the 
music  bits  but  not  picked  up  by  the  amplifier.  One  copy 
is  permitted  of  a  DAT;  a  copy  of  a  copy  is  not.  The 
machine  labels  the  first  copy  as  such,  and  no  DAT  machine 
will  copy  that  copy.  That  allowed  a  leak  in  copyright  pro- 
tection but  not  a  flood. 

To  head  off  the  professional  pirates,  the  DAT  law  insti- 
tuted a  3%  tax  (which  the  recording  industry  calls  a  roy- 
alty payment)  on  blank  digital  cassettes  or  disks,  to  be  col- 
lected from  their  manufacturers  by  the  U.S.  Copyright 
Office  and  distributed  to  record  companies,  artists  and 
composers.  "A  blank  costs  around  $7,  if  you  buy  in  bulk, 
while  a  commercial  musical  disk  is  in  the  $15-to-$16 
range,"  says  David  Leibowitz,  executive  vice  president  and 
general  counsel  of  the  Recording  Industry  Association  of 
America.  "If  a  pirate  wants  to  make  a  counterfeit,  with  the 
photo  and  the  box,  there  are  problems  in  making 
money." 

No  such  compromise  has  yet  been  arrived  at  for  dvd 
players  because  the  players  are  designed  to  serve  two  very 
different  markets:  computer  software  and  movies.  Since 
computer  makers  are  loath  to  hobble  their  products  with 
security  hardware  and  the  movie  studios  want  more  pro- 
tection, engineers  yearn  for  a      ;gant  compromise.  Their 


model:  the  videotape  protection 
system  developed  by  Macrovision  of 
Sunnyvale,  Calif,  and  now  used  on 
60%  of  all  major  movie  titles. 

Macrovision  adds  a  spoiler  signal 
to  the  blank  frames  that  alternate 
with  picture  frames.  Because  televi 
sion  sets  adjust  to  the  varying  signal 
a  little  differently  from  VCRS,  they 
don't  notice  the  added  data,  but  the 
vcrs  get  confused.  They  copy  the 
spoiler,  and  if  you  play  back  the  copy, 
you  get  a  screenful  of  colored  stripes. 
(See  diagram,  p.  138.) 

Can  this  scheme  be  used  for  dvd? 
Not  in  its  present  form.  The  DVD, 
unlike  the  VCR,  has  no  loophole  to 
exploit.  Therefore,  a  loophole  has  to 
be  provided.  William  Krepick,  presi- 
dent of  Macrovision,  proposes  this 
solution:  Embed  Macrovision's  tech- 
nology in  a  special-purpose  chip, 
thereby  preventing  not  only  the  dig- 
ital-to-digital copying  that  threatens 
to  arrive  in  the  year  2000,  but  also  DVD-to-vcR  copying — 
which  will  be  a  problem  immediately. 

Other  engineers  are  concocting  ways  to  insert  code  into 
DVDs  that  make  them  disable  themselves  after  a  set 
number  of  viewings,  as  Jim  Phelps'  tape  recorder  did  in 
Mission  Impossible.  This  would  not  seriously  inconvenience 
consumers.  How  many  times,  after  all,  can  anyone  watch 
the  same  movie?  But  it  would  make  life  difficult  for 
pirates.  Such  digital  meters  are  now  often  built  into 
demonstration  versions  of  computer  software.  The  demos 
are  sent  as  teasers  via  direct  mail  or  are  downloaded  from 
Web  pages.  A  determined  hacker  can  strip  out  the  strait- 
jacket  code.  But  this  system  is  enough  to  reduce  theft  to 
a  tolerable  level. 

The  weakness  in  many  piracy  prevention  schemes  is  that 
ingenious  break-ins  originated  by  hackers  have  a  way  of 
gaining  a  wider  currency.  The  first  audiocassette  players 
demanded  that  copiers  have  at  least  minimal  skills  with 
jumper  cables.  Today's  dual  tape  players  don't  even 
demand  that  much  of  the  user.  Similarly,  radar  detectors 
and  illegal  FM  transmitters  migrated  fairly  quickly  from  a 
hacker  market  to  the  masses. 

Another  problem  is  that  there  is  a  conflict  between  pro- 
tection and  good  customer  relations.  Until  about  1986  it 
was  common  for  software  publishers  to  limit  losses  by 
making  their  diskettes  impossible  to  copy.  The  cure  didn't 
stop  hackers,  who  could  capture  and  alter  individual  pro- 
tection bits  with  certain  "utility"  programs.  It  also  infuri- 
ated legitimate  users,  who  needed  to  make  backup  copies 
as  a  safeguard  against  disk  crashes.  So  software  vendors 
swallowed  hard  and  dropped  this  kind  of  copy  protection. 
They  are  now  busy  developing  protection  devices  that 
would  permit  backups  but  thwart  the  lending  of  a  pro- 
gram from  one  machine  to  another. 

Some  database  services  use  hardware  locks  to  permit 
only  registered  customers  to  use  them.  A  client  might,  for 
instance,  agree  to  have  his  PC  shackled  with  a  key-operat- 


136 


Forbes  ■  September  9,  1996 


ed  meter  known  as  a  dongle.  A  rather 
less  intrusive  approach,  championed 
by  Infosafe  (Forbes,  June  6,  1994), 
puts  the  security  apparatus  entirely 
outside  the  desktop  computer,  in  a 
box  with  its  own  telephone  line  to  the 
data  service's  billing  office.  Even  so, 
the  main  shield  lies  in  the  pricing 
mechanism.  A  database's  value  lies  in 
selection.  A  pirate  would  have  to 
download  it  at  piece  rates  for  resale  at 
bulk  rates — a  loser's  game. 

The  cops  get  guns,  then  the  rob- 
bers get  guns.  The  cops  get  Kevlar 
vests,  and  now  the  robbers  have  to 
locate  a  supply  of  armor-piercing  bul- 
lets. The  battle  is  never  completely 
won,  but  technology  does  tend  to 
favor  the  good  guys  because  the 
good  guys  are  better  funded. 

Perhaps  the  most  ambitious  copy 
protection  project  yet  would  begin 
with  software  tools  and  move  on  up 
to  more  secure  hardware  solutions. 
The  software  part,  unveiled  this 


summer,  begins  with  a  document  delivery  system  called 
the  "cryptolope,"  for  cryptographic  envelope. 

A  cryptolope  is  a  program  that  encases  encrypted  data 
and  tells  the  potential  buyer  a  litde  about  its  contents,  via 
windows  that  appear  on  the  computer  screen.  When  the 
buyer  pays  for  the  right  to  view  the  document  inside,  he 
gets — on-line  or  from  a  disk — a  key  that  decodes  the  con- 
tents. In  the  current  version,  unveiled  by  IBM  in  May, 
once  the  contents  are  in  the  clear,  the  user  can  do  with 
them  as  he  pleases. 

"We  felt  we  needed  to  focus  on  payment  assurance 
rather  than  copy  protection,"  says  Jeff  Crigler,  vice  pres- 
ident of  IBM's  InfoMarket  service.  "That  makes  it  easy  for 
people  to  stay  on  the  right  side  of  the  law,  hard  for  others 
to  break  it.  Then  you  use  the  force  of  law  against  those 
who  do." 

But  ultimately  the  contents  of  a  cryptolope  will  be  pro- 
tected by  a  digital  property  rights  language  developed  by 
Mark  Stefik  of  Xerox's  R&D  lab  in  Palo  Alto,  Calif.  You'd 
need  a  compliant  system  to  display  any  material  encoded 
in  that  language,  much  as  you  might  need  a  particular 
WordPerfect  program  to  view  a  WordPerfect  document. 

Stefik  calls  the  scheme  an  interim  solution  on  the  way 
to  "fully  trusted  systems."  These  would  require  the  accep- 
tance of  hardware  and  software  standards  to  track  pro- 
tected data  from  the  moment  it's  created  to  the  moment 
it  gets  to  the  customer's  computer,  printer,  fax  machine 
or  photocopier.  "First  we  have  to  build  a  market,  a  way 
to  get  an  installed  base  of  computers,  and  that  requires 
some  business  creativity,"  he  says. 

Trusted  systems  would  query  one  another  and  refuse 
to  send  information  to  any  system  that  failed  the  test. 
Once  such  a  system  received  a  file,  you'd  be  unable  to 
simply  copy  it  onto  a  floppy.  "A  trusted  system  might  be 
very  polite,"  Stefik  declares,  "but  ultimately  it  would 
always  refuse  to  make  an  unauthorized  copy." 

If  everyone  accepted  the 
IBM/Xerox  vision,  sellers  could  devise 
highly  flexible  commercial  agree- 
ments. A  company  might  take  out  a 
single  subscription  to  a  newsletter 
and  route  it  electronically  to  employ- 
ees. Each  employee's  machine  would 
automatically  erase  the  newsletter 
from  its  hard  drive  after  transmitting 
a  copy  to  the  next  machine  on  the  list. 
Such  routing  might  be  limited  to  an 
area,  even  to  a  state.  "It  would  be 
possible  to  register  a  laptop  as  a 
'Maryland  laptop,'  "  Stefik  says.  "You 
can  use  the  global  positioning  system 
to  tell  where  that  laptop  is." 

This  is  getting  pretty  exotic,  but 
copyright  owners  badly  need  better 
\  enforcement  tools  than  they  have 
now.  As  it  is,  property  owners  rely 
heavily  on  old-fashioned  methods: 
police  raids,  lawsuits  and  tip-offs.  For 
example,  a  tattletale  helped  publish- 
ers of  scientific  journals  win  a  seven- 
figure  settlement  in  a  piracy  case 
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The  first-generation  DVD  players  can't  make  digital  copies,  but  their  analog  out- 
put— meant  for  the  television  set — can  be  diverted  to  a  VCR,  producing  tapes  as 
sharp  as  Blockbuster's.  Macrovision  proposes  to  prevent  such  pirating  with  a  chip 
that  adds  a  spoiler  to  the  video  signal,  marring  the  picture  with  colored  stripes. 


against  Texaco  in  1992,  after  the  oil  company  purchased 
single  subscriptions  and  then  copied  articles  for  internal 
distribution. 

A  tip-off  also  helped  Autodesk  finger  the  pirate  who'd 
sold  hot  AutoCad  programs  on  die  street;  another  helped 
the  company  win  a  $220,000  settlement  against  a  chain 
of  California  trade  schools  that  had  copied  AutoCad  for 
internal  use. 

"You  know  how  we  find  out  more  than  any  other 
way?"  asks  Daniel  Warren,  managing  editor  of  Commu- 
nications Daily  in  Washington,  D.C.  "Nine,  ten  in  the 
morning  a  secretary  will  call  and  say,  'Where's  the  issue, 
I  need  to  make  copies  and  get  them  to  all  the  executives 
now.'  "  Not  good  enough.  Warren  is  looking  into  getting 
a  cryptolope. 

Michael  Lesk,  a  copy-protection  researcher  at  Bellcore, 
a  communications  consulting  company,  is  working  on  an 
antipiracy  technique  that  is  a  little  more  complicated  than 
the  cryptolope.  His  method  exploits  a  difference  between 
the  human  eye  and  the  computer's  circuits:  The  eye  fills 
in  gaps.  He  explains:  "Two  images  alternating  rapidly 
average  out  to  something  you  can  read.  My  demonstra- 
tion version  looks  like  a  television  with  a  bad  flicker  and 
badly  adjusted  vertical  control."  Hey,  but  you  should  see 
it  from  the  computer's  point  of  view — a  totally  meaning- 
less mess.  That's  because  anyone  who  tried  to  perform  a 
"screen  capture" — by  taking  a  snapshot  of  a  single 
frame — would  only  get  bits  and  pieces  of  the  original. 

Too  trick)'  for  your  company's  product?  Never  under- 
estimate the  simple  assertion  of  copyright,  which,  with  a 
little  tweaking,  can  create  a  practically  indelible  electron- 


ic paper  trail  that  leads  all  the  way  to  the  court- 
house. For  instance,  when  you  buy  a  copy  of  AutoCad  or 
Microsoft  Word,  you  must  register  with  the  company  to 
receive  support  and  updates.  Your  registration  code  gets 
burned  into  any  copy  you  make,  perhaps  along  with  a 
hidden  string  called  a  digital  signature.  Microsoft  has  put 
such  signatures  into  the  latest  version  of  its  Web  browser, 
Internet  Explorer,  which  was  released  last  month.  This 
product  is  a  freebie,  so  customers  can't  complain.  Could 
this  be  Microsoft's  way  of  preparing  consumers  for  more 
vigorous  safeguards  in  the  future? 

A  similar  deterrent,  from  a  company  called  Intellec- 
tual Protocols,  specifically  protects  material  posted  on 
the  Web.  The  bargain-basement  form,  available  for 
free  at  the  Montvale,  N.J. -based  company's  Web  site 
( http://www.ip2.com),  amounts  to  little  more  than  a 
colorful  icon  proclaiming  all  or  some  of  the  privileges  of 
copyright,  much  as  the  ©  symbol  does.  By  asserting  copy- 
right, you  force  would-be  infringers  to  remove  the  icon 
and  thereby  acknowledge  their  action. 

For  a  fee,  Intellectual  Protocols  will  track  down  illicit 
copies  of  your  material.  "We  take  in  every  byte  on  your 
page  and  perform  a  mathematical  operation  on  it  to  form 
a  numeric  signature,"  says  Robert  Thibadeau,  chairman 
of  Television  Computer  Inc.,  a  digital  television  compa- 
ny that  owns  Intellectual  Protocols.  Then  the  Intellectu- 
al Protocols  robot  scours  the  Web  for  other  documents 
with  matching  signatures.  Since  its  inception  earlier  this 
year,  Thibadeau  says,  the  robot  has  been  searching  for  a 
test  case  that  would  establish  Intellectual  Protocols'  tech- 
nique in  copyright  law. 
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Particularly  sophisticated  paper  trails 
come  from  a  technology  called  digital 
watermarking,  which  hides  identifying 
code  throughout  a  digital  file.  The 
concept  harks  back  to  the  ancient  trick 
of  steganography,  in  which  innocuous- 
looking  texts  concealed  a  secret  mes- 
sage that  is  spelled  out,  say,  by  the 
second  letter  of  every  word. 

Argent,  a  product  of  a  Palo  Alto, 
Calif,  startup  called  Dice,  applies  the 
idea  to  audio  recordings.  Scott 
Moskowitz,  president  of  Dice,  says  he 
can  hide  enormous  amounts  of  text  in 
the  700,000  bits  of  audio  data  that 
pass  through  your  digital  audio  player 
each  second.  "You  can  put  the  copy- 
right, say  to  Michael  Jackson,  in  one 
channel,  have  subscriber  information, 
say  as  a  subscriber  on  CompuServe,  in 
another,  and  user  information  identi- 
fying the  buyer  of  the  copy  by  name 
in  a  third,"  he  says.  All  that  data  UBMH 
would  be  present  in  just  about  any 
short  clip  of  music;  it  would  be  difficult  or  impossible  to 
erase  the  watermark  without  seriously  degrading  the  qual- 
ity of  the  sound. 

Another  company,  Maximized  Software,  offers  pro- 
grams that  make  it  hard  to  copy  items  posted  on  the  Web. 
"Protected  pictures  can  be  viewed,  but  if  you  try  to  copy 
them  to  your  disk,  the  extra  code  we've  added  will  inter- 
fere with  picture  decoding,"  says  Howard  Fram,  product 
manager  of  the  Irvine,  Calif,  company.  "Now  people  say 
to  themselves  'Hey,  let  me  take  this  for  free,'  but  with  our 
software,  they'd  have  to  decide  to  be  trespassers,"  says 
Kenneth  Spreitzer,  the  company's  president.  "People 
would  have  to  put  effort  into  stealing  the  images,  and 
they'd  know  they  were  violating  the  copyright." 

Maximized  Software's  other  product,  called 
Siteshield,  prevents  a  Web  page  from  piggybacking  on 
graphical  material  you  have  posted  on  your  page.  Such 


SCAM  roams  the  Internet  in 
search  of  illicit  borrowings. 
It  has  turned  up  a  grad 
student's  plagiarism. 


piggybacking  is  rife,  as  you  can 
prove  by  sending  your  Web  spider  in 
search  of  "4day.gif,"  a  digital  image 
file  on  MSNBC's  weather  page 
(http://www.intellicast.com).  Some 
600  Web  sites  "borrow"  snippets 
from  that  page,  often  allowing  a 
local  television  channel  to  pretend  to 
have  its  own  slick  meteorological 
service.  Scott  Adams,  the  cartoonist, 
protects  his  Web  page's  daily  post- 
ings of  his  Dilbert  strip  by  the  more 
laborious  technique  of  changing  the 
file  name  everv  day. 

Spiders  add  the  latest  antipiracy 
weapon  to  the  cybersleuth's  armory. 
The  best  known  of  diese  is  the  Stanford 
Copy  Analysis  Mechanism,  developed 
by  graduate  student  Narayanan  Shiv- 
akumar  and  Stanford  University  profes- 
sor Hector  Garcia-Molina.  scam  roams 
the  Internet  in  search  of  words  or  phras- 
es that  its  masters  have  reason  to  believe 
may  have  been  illicitly  borrowed. 
SCAM  has  already  turned  up  massive  plagiarism  by  a 
Greek  graduate  student  who  had  submitted,  under  his 
own  name,  at  least  13  scientific  papers  he  had  lifted  from 
sites  on  the  Internet.  Seven  of  those  were  actually  pub- 
lished before  the  plagiarism  was  discovered.  "So  far  we 
can  only  do  text,"  Shivakumar  says,  "but  I'm  changing  it 
to  do  picture  files  as  well.  You  could  also  look  for  digital 
watermarks." 

Expensive?  Complicated?  No  question — but  remember 
this:  Technology  is  making  content  more  and  more  valuable; 
think  how  the  VCR  multiplied  Hollywood's  revenues.  With 
tens  of  billions  of  dollars  at  stake,  the  folks  who  own  busi- 
ness and  entertainment  software  products  are  going 
to  spend  what  it  takes  to  protect  their  properties. 
Our  bet — with  all  respect  to  ex-FoRBES  columnist 
Dyson — is  that  the  good  guys  are  going  to  have  the 
upper  hand  in  the  battle  over  digital  property.  Hi 
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The  federal  government  must  stop  using  checks 
by  Jan.  1,  1999.  Can  the  rest  of  us  be  far  behind? 

The  check  is 
not  in  the  mail 


By  Janet  Novack 

A  QUARTER-CENTURY  AGO 
digital  visionaries  were  pre- 
dicting the  checkless  society, 
and  the  number  of  checks 
written  in  the  U.S.  has 
tripled  since  then,  to  61  bil- 
lion in  1995. 

But  one  day,  the  predic- 
tions will  come  true,  and  that 
day  moved  closer  with  a 
little-noticed  provision  in 
April's  federal  budget  com- 
promise. It  will  force  the 
biggest  check  writer  of  all — 
Uncle  Sam — to  abandon 
paper  checks  almost  entirelv 
by  Jan.  1,  1999.  After  that, 
virtually  all  1  billion  federal 
payments  made  each  year, 
including  Social  Security, 
must  be  made  through  electronic 
funds  transfers. 

Congress  wasn't  trying  to  advance 
the  digital  age.  It  was  just  playing  its 
usual  budget  games.  Issuing  the  man- 
date enabled  it  to  book  $423  million 
in  budget  savings  over  five  years.  (It 
costs  42  cents  to  issue  and  mail  a 
paper  check  versus  2  cents  to  process 
an  electronic  payment.) 

Yet,  as  things  stand,  90%  of  U.S. 
banks,  and  some  federal  agencies, 
aren't  capable  of  electronically  trans- 
mitting and  receiving  key  information 
that  accompanies  vendor  payments. 
The  new  law  will  force  them  all  to  get 
moving. 

Once  300,000  federal  contractors 
and  their  banks  all  get  up  to  elec- 
tronic speed,  the  rest  of  the  economy 
will  probably  fall  in  line.  "There  will 
be  a  spillover  effect  to  the  private 
sector,"  predicts  Elliott  McEntee, 
president  of  the  National  Automated 
Clearing  House  Association. 

Many  of  the  17  million  Social 


Security  recipients  who  still  cling  to 
their  paper  checks  won't  like  the 
change.  "My  father  retired  from  the 
Veterans  Administration  eight  vears 
ago,  and  he  loves  to  go  to  the  post 
office  to  get  his  monthly  pension 
check,"  says  Viveca  Ware  of  the 
Independent  Bankers  Association  of 
America.  Gives  her  father  a  chance  to 
schmooze  and  reminisce.  But  that 
small  pleasure  will  be  sacrificed  to  the 
need  for  government  economy. 

What  about  all  the  people  who 
don't  have  bank  accounts?  The  Trea- 
sury will  issue  them  "electronic  ben- 
efit transfer"  cards.  These  ebt  cards 
will  allow  them  to  withdraw  their 
benefits  at  teller  machines  or  spend 
them  at  point-of-sale  terminals  in 
supermarkets  and  other  retail  outlets. 
That  means  hundreds  of  millions  of 
dollars  in  annual  revenues  for  the  pri- 
vate contractors  who  issue  the  cards 
and  process  account  withdrawals. 

A  likely  big  winner:  Citicorp.  Last 
year  it  won  the  bidding  when  the 


Treasury    allowed  only 
banks  to  bid  for  a  contract 
to  supply  ebt  cards  cover- 
ing both  federal  and  state 
benefits  in  nine  southern 
states.  Citicorp  headed  a 
team  that  included  Deluxe 
Corp.,  Lockheed  Martin 
Corp.  and  First  Union 
Corp.   It  will  charge 
Social  Security  recipients 
$3  a  month  for  two  ATM 
withdrawals  and  unlimited 
point-of-sale  transactions. 

The  winners,  however, 
aren't  home  yet.  The  Citi- 
corp team's  victory  out- 
raged Transactive  Corp.,  a 
subsidiary  of  lottery  equip- 
ment maker  GTech.  The 
Austin,  Tex.  outfit  has  sued  Treasury, 
challenging  its  refusal  to  open  the 
bidding  to  nonbanks.  Last  month,  a 
federal  appeals  court  agreed  with 
Transactive's  arguments;  Treasury  has 
yet  to  decide  whether  it  will  appeal. 

Another  potential  obstacle  loomed 
in  a  Federal  Reserve  regulation  that 
was  to  take  effect  next  March.  It 
would  have  forced  states  to  replace  all 
but  $50  of  a  welfare  recipient's  ben- 
efits if  the  recipient  claimed  to  have 
lost  the  ebt  card  and  the  account  had 
been  emptied  out.  Massachusetts 
Comptroller  William  Kilmartin  says 
the  states  considered  this  "an  induce- 
ment to  fraud."  He  threatened  that  if 
Congress  didn't  change  this  law, 
states  would  "pull  the  plug  on  ebt.  It 
would  be  a  nightmare,  like  drowning 
your  own  puppies."  So  last  month, 
Congress  gave  in  and  changed  that 
provision. 

The  checkless  society  is  coming, 
but  it  still  has  lots  of  red  tape  to 
overcome.  ■■ 
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Inside  every 
person  who  needs 
a  minivan  is  someone 
who  swore  they'd 
never  buy  one. 


Okay,  so  you've  got  the  kids,  the  house  and 
the  dog.  But  don't  think  fot  one  minute  that 
the  free  spirit  inside  of  you  is  going  to  let  you 
buy  one  of  those  thingamajigs  with  the  heavy 
sliding  door  and  the  clunky  third  seat  No  way. 
Not  when  there's  Odyssey.  With  four  doors, 
power  windows  and  a  unique  fold-away  third 
seat,  its  the  minivan  for  people  who  deep 
down  inside  aren't  "minivan  people."  And 
now,  here's  the  800  number  for  people  who 
deep  down  inside  aren't  "800  number  people!' 
Call  1-800-33- HONDA,  ext.  156.  (Or  try  us 
on  the  Internet  at  http://www.honda.com.) 

HHHE1EIH 

Odyssey 


The 
Honda 
of 

M  i  n  i  v  a  n  s 


Most  parents  put  a  high  priority  on  a  good  education 
for  their  kids.  Which  is  why  some  smart  companies 
are  subsidizing  public  schools  near  their  offices. 

Good  schools, 
good  business 


By  Nina  Munk 


American  Bankers'  Kirk  Landon  and,  across  the  lake,  his  company's  satellite  school 
Landon  figures  the  school  will  save  him  $475,000  this  year. 


Dade  County,  Fla.,  with  339,000 
pupils,  is  the  fourth-largest  school 
district  in  the  nation  and,  more  than 
most,  must  deal  with  a  constant 
influx  of  immigrants — the  school 
population  grows  to  the  tune  of 
10,000  new  students  a  year.  Where  to 
put  them  all?  In  1987  then-superin- 
tendent of  schools,  Jc  eph  Fernan- 
dez, turned  to  Kirk  Landon,  chief 


executive  of  Miami-based  American 
Bankers  Insurance  Group.  Would 
American  Bankers  build  a  public 
school  on  the  company's  grounds? 
Two  months  later  the  nation's  first 
work-site  public  school  opened. 

Fernandez  is  no  longer  Dade 
County's  superintendent,  but  his 
concept  lives  on.  Drive  through 
American  Bankers'  84-acre  corporate 


campus.  On  your  left,  as  you  pass 
through  the  main  security  gate,  is  a 
small  building  for  preschoolers;  down 
the  road  is  a  day  care  center  that's 
attached  to  corporate  headquarters, 
where  1 ,600  employees  work.  Final- 
ly, a  couple  hundred  yards  down  is 
the  main  schoolhouse,  with  bright 
yellow-  and  coral-colored  walls,  a 
couple  of  hopscotch  courts  in  front, 
blue-and-white  checkered  floors  and 
a  "media  center"  with  books,  com- 
puters and  a  closed-circuit  television. 
Though  run  by  the  Dade  County 
school  district,  the  schools  are  pri- 
marily for  children  of  American 
Bankers1  employees. 

Attending  are  225  children  from 
kindergarten  through  the  fifth  grade. 
The  so-called  satellite  school  has  a 
standard  Florida  curriculum  and 
teachers  unionized  by  the  local  chap- 
ter of  the  American  Federation  of 
Teachers.  American  Bankers  simply 
foots  a  major  part  of  the  bill.  The 
company  spent  $2.4  million  to  con- 
struct the  school  buildings  and  will 
pay  $146,000  this  year  toward  oper- 
ating expenses.  The  rest  of  the 
budget  is  financed  by  taxpayers.  In 
short,  the  company  is  subsidizing 
education  for  its  workers'  kids. 

"If  it  didn't  pay  off  for  us,  we 
wouldn't  do  it,"  declares  Philip 
Sharkey,  head  of  American  Bankers' 
human  resources  department.  To 
Sharkey  the  schools  are  a  way  to 
recruit  and  retain  desirable  employees 
who  want  a  good  education  for  their 
children.  The  annual  turnover  rate 
among  all  of  American  Bankers' 
employees  is  13%,  but  for  employees 
with  kids  enrolled  in  the  on-site 
school,  turnover  is  just  5%.  If  a 
worker  quits  or  is  fired,  his  or  her 
child  is  allowed  to  finish  the  semester 
but  then  must  go  elsewhere. 
Through  reduced  turnover,  American 
Bankers  believes  its  schools  will  save 
the  company  $475,000  this  year, 
three  times  what  it  will  give  the 
schools.  Include  the  original  capital 
invested,  plus  the  cost  of  that  capital 
at  12.5%  a  year,  and  the  schools  will 
pay  for  themselves  in  just  over  ten 
years — slightly  less  if  you  include  the 
small  property  tax  breaks  introduced 
by  Florida  in  1990  to  encourage  the 
growth  of  satellite  schools. 

Odier  companies  are  crunching  the 
numbers  the  same  way.  Jacksonville's 
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'After  you've  experienced  Ultra  vision, 
everything  else  is  just  television." 


art*  m '  ni'i',  if'MatffcsSgaevassi 


^The  drama  of  trae-to-lif  e  images  enveloped 
in  lifelike  audio.  Incredibly  vivid  colors 
seen  in  amazing  clarity.  Sound  that  impacts 
your  mind  as  much  as  your  ears.  This  is  what 
differentiates  the  Ultravision  experience 
from  merely  watching  television.  A  difference  made  possible  by 
technological  advances  that  are  unique  to  Hitachi,  such  as  the 
HDTV  Lens  System  that  significantly  improves  picture  quality 
by  using  higher  grade  optics  and  state-of-the-art  lens  design. 

Hitachi's  exclusive  high-output  aammmaamsmim 
Ultravision  Projection  Tubes,  together  with  ^M^hH| 
large  diameter  electron  guns,  further  I  BMBj5j5Sjf8 
improve  focus  clarity  by  providing  more  I 
precise  magnification  and  increased 
accuracy  of  the  electron  beam's  shape. 

To  ensure  that  your  television  main-  BBS  BiBSfraM 
tains  its  sharpness,  Hitachi  developed  KBHHHI 


 y~  


Magic  Focus,  the  industry's  only  automatic 
digital  convergence  system  And  because 
the  Ultravision  experience  demands  sound 
that  s  as  breathtakingly  sharp  as  our 
picture,  Hitachi  has  taken  Dolby  Pro- 
Logic*  Surround  Sound  to  an  even  higher 
level  with  a  built-in  center  channel  speak 

And  thafs  just  the  beginning.  There's 
Wireless  Sound  Delivery  System,  Perfect  Vol 
Color  Coded  On-Screen  Display,  MultiViewer  Dual  Tuner 
Auto  Link,  Plug  &  Play...the  list  of  Hitachi  features  goes  on 
and  on.  As  will  your  viewing  pleasure.  So  much  so,  that  once 
you've  experienced  Ultravision,  you'll  never  settle  for  plain 
old  television  again.  Like  every  product  Hitachi  makes,  from 
computers  and  semiconductors  to  power  tools  and  power 
plants,  we  put  innovation  and  quality  first  to  make  sure  your 
satisfaction  will  last. 


A  TOTALLY  N 


For  more  information  about  Hitachi,  call  1-800-HITACHI  or  visit  our  web  site  at  http://ww.hitachi.com  ©  19%  Hitachi,  Ltd. 


Dolby  Pro-Logic  is  a  registered  trademark  of  Dolby  Laboratories  Licensing  Corporation. 


IN  SEVEN  ASIAN 
COUNTRIES,  THEY 
USE  THE  SAME  WORD 
FOR  LUXURY. 


Preferred  sets  and  maintains 
standards  for  over  1 00  of  the  world's 
finest  independent  hotels  -and 
resorts,  including  I  I  in  Asia. 
It  is  difficult  to  become-,  a 
Preferred  hotel,  and  when  you 


visit  one,  it  will  be  easy  for  you  to 
see  why.  For  reservations,  call 
1.800.323.7500  or  contact  your 
travel  professional.  For  a 
complimentary  Preferred  directory, 
call    1.800.786.6  29  7. 


Each  has  a  quality  that  makes  it  unique. 
And  a  thousand  that  make  it  Preferred. 


American  Bankers'  Christian  Harrison  at  work  with  daughters  Leah,  Nicole,  Janna  and  Natalie 
Involved,  he  reads  to  fourth-graders  once  a  week. 


enthusiastically  supported  by  teach- 
ers' unions,  because  they  add  money 
to  the  public  education  pool  while 
posing  no  threat  to  union  control. 

A  good  deal,  too,  for  Dade 
County.  With  school  enrollment 
swollen  by  immigration,  the  county 
has  run  through  the  S980  million 
raised  in  a  1988  school  construction 
bond  issue.  With  452  students,  the 
four  satellite  schools  now  operating 
in  Dade  County  are  only  a  drop  in 
the  bucket,  but  every  bit  helps.  The 
County  figures  it  costs  $14,772  to 
build  space  needed  for  each  student, 
so  die  satellite  schools  have  saved  the 
system  as  much  as  $7  million  in  cap- 
ital costs,  plus  maybe  $500,000  a 
vear  iii  operating  expenses. 

Given  diat  the  schools  are  still  run 
by  the  same  bureaucracy/union 
alliance  that  is  destroying  public  edu- 
cation in  the  U.S.,  the  satellite 
schools  aren't  producing  miracles. 
However,  they  do  benefit  from 
parent  involvement.  Using  results 


The  American  Express®  Card  is  the 
preferred  travel  companion  and 
is  welcomed  at  Preferred  Hotels 
and  Resorts  Worldwide.  Enjoy  the 
privileges  extended  by  American 
Express  on  your  next  trip. 


AMEBJCAN] 
IBCRBESS 


Cards 


Barnett  Banks  Inc.,  Miami  Beach's 
Mount  Sinai  Medical  Center  and 
Turkey  Point's  Florida  Power  & 
Light  all  have  on-site  public  schools. 
Miami  International  Airport  has 
spent  about  $700,000  building  a 
public  school  for  104  children  of 
pilots,  baggage  handlers  and  rental 
car  company  executives. 

In  Minnesota,  Dayton  Hudson's 
Target  Stores  sponsors  a  public 
school  for  children  of  its  2,300 
employees  in  downtown  Minneapo- 
lis. In  Iowa,  19  firms  have  pooled 
resources  to  build  a  satellite  school  in 
Des  Moines.  At  its  Santa  Rosa,  Calif, 
facility,  Hewlett-Packard  schools  120 
employees'  children  from  kinder- 
garten through  the  third  grade. 

Like  vouchers  and  charter  schools, 
satellite  schools  provide  choice:  Par- 
ents can  send  their  children  either  to 
a  neighborhood  school  or  to  a  satel- 
lite school  at  their  workplace.  But  in 
contrast  to  vouchers  and  charter 
schools,  satellite  schools  are  also 
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In  some  parts  of  the  world,  your  best  friend  is  a  mongoose.  A  creature  that  knows  what  can  slither  across  your 
path  —  and  was  born  to  handle  it.  In  other  places,  other  ventures,  it  pays  to  know  us.  East 
jof  the  Mississippi,  we  have  the  most  extensive  intermodal  system  ever  built.  Performance 
records  that  can  rival  trucks.  People  who  know  the  terrain.  And  can  deliver  professional, 
iproactive,  origin-to-destination  service,  in  the  East  and  nationwide.  You  can  reach  us  at 
1-800-279-6779.  And  now  would  be  an  excellent  time  to  call. 


Only  onk  aiviiyial  oiv  earth  is  fast 

ENOUGH  TO  KILL  HIM. 


Now  ISN'T  THE  TIME  TO  ASK  WHICH. 


Elroy  Allen  at 
American  Bankers' 
satellite  school  with 
two  of  his  children: 
straight-A  student 
Johnathan,  age  9, 
and  Janel,  age  5 
"It's  like  a  big 
family,"  says 
Allen  of  the 
close  relationship 
among  students, 
teachers 
and  parents. 


from  a  1990  Stanford  Achievement 
Test,  the  Dade  County  Public 
Schools  found  that  students  at  the 
satellite  school  excelled  in  reading, 
math  and  science.  In  reading  scores 
for  first  graders,  American  Bankers' 
students  scored  in  the  74th  per- 
centile, versus  the  48th  percentile  for 
regular  Dade  County  public  school 
students.  In  the  second  grade  the  gap 
further  widened:  88th  percentile 
versus  39th.  (National  average  scores 
are  scaled  to  the  50th  percentile.) 

Michael  Ray,  an  executive  vice 
president  with  American  Bankers, 
enrolled  his  daughter  Rebecca  in  the 
company's  satellite  school  beginning 
in  kindergarten.  When  it  was  time  to 
move  on,  Rebecca,  now  12,  was  sent 
to  Miami's  Palmer  Trinity  School — a 
private  school — but  Ray  thinks 
Rebecca  received  as  good  an  educa- 
tion, or  better,  at  American  Bankers' 
public  school.  At  every  satellite 
school  Forbes  looked  at,  there  was  a 
long  waiting  list  of  employees'  chil- 
dren seeking  admission. 

The  closer  parents  are  involved  in 
their  children's  education,  the  better 


educated  the  kids  tend  to  be.  That's 
clearly  what's  going  on  at  the  satellite 
schools.  "It's  like  a  big  family," 
explains  Jamaican- born  Elroy  Allen, 
American  Bankers'  supervisor  of 
building  maintenance,  who  has  two 
children  at  the  satellite  school.  Par- 
ents often  have  lunch  with  their  kids. 
Parent-teacher  meetings  are  easily 
arranged,  and  parents  participate 
heavily.  Christian  Harrison,  a  financial 
controller  at  American  Bankers  and 
the  father  of  four  children  in  the 
satellite  school,  reads  to  students 
once  a  week.  American  Bankers  is 
now  hooking  up  the  school  to  the 
company's  in-house  E-mail  network 
so  that  teachers  and  parents  will  have 
an  even  easier  time  communicating. 

If  Florida  is  in  the  vanguard  of  the 
satellite-school  movement,  California 
is  in  the  rear  guard.  Janet  Beales  is 
the  education  studies  director  for  the 
Reason  Foundation,  a  Los  Angeles 
think  tank  that  promotes  privatiza- 
tion. She  has  worked  to  promote 
satellite  schools  in  California,  where 
it  is  projected  there  will  be  200,000 
new  students  a  vear  between  now  and 


2000.  But  so  far  only  Hewlett- 
Packard  has  taken  the  initiative. 

Why  haven't  other  California  firms 
followed  in  hp's  footsteps?  Because 
the  state's  bureaucrats  seem  deter- 
mined to  strangle  the  satellite-school 
concept  with  red  tape.  Whereas 
American  Bankers  got  its  school  up 
and  running  in  just  2  months,  it  took 
HP  a  year  to  open  its  Santa  Rosa 
school.  First  the  Santa  Rosa  city 
council  objected  that  the  school 
would  be  "elitist."  HP  solved  that  by 
allowing  nonemployee  children  to 
account  for  20%  of  enrollment,  thus 
disappointing  a  lot  of  HP  employees 
with  kids  on  the  waiting  list. 

Then  the  local  politicians  refused 
to  rezone  the  area  to  permit  a  school 
on  the  grounds  that  it  might  be  haz- 
ardous to  the  environment.  Hewlett- 
Packard  eventually  won  its  zoning 
battle,  by  a  city  council  vote  of  3-to- 
2.  It  took  another  four  months 
before  various  state  agencies  gave  the 
school  the  go-ahead. 

Clearly,  reform  is  a  dirty  word  to 
those  who  run  California's  public 
schools.  ■■ 
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CLASS 


Imagine  the  perfect  space... 


More 
persona/  space 
to  more  places 
worldwide 
than  any 
other  airline. 


Osaka 


United  States 


-  Shin  Takamatsu 
Architect 
Kyoto,  Japan 


Architecture  is  like  calligraphy. 
The  power  isn't  in  the  structure, 
it's  in  the  space  around  it. 

Which  is  why  I  appreciate  the 
space  in  World  Business  ClassSM. 

On  Northwest  Airlines,  space 
has  a  very  simple  and  direct 
relationship  to  the  human  body. 
It  feels  like  it's  spreading  out... 
stretching  out  toward  the  sky. 

Normally  I  can't  sleep  on 
airplanes,  but  in  World  Business 
Class  I  sleep  very  well. 

Architects  earn  a  living  by 
sitting  in  small  chairs  10  hours  at 
a  time.  So  compared  to  working, 
flying  has  become  a  pleasure! 


©1996  Northwest  Airlines,  Inc. 


Northwest  recycles  enough  paper  products  in  one  year  to  fill  43  747's.  O 


NORTHWEST  *f* 

AIRLINES  l%tLalwl 


I-800-447-4747 


What  shape  is  your  business  in? 

In  response  to  unprecedented  improvements  no  longer  ensure       Andersen  Consulting  helps  orga 

market  pressures,  many  organize  survival.  They're  seeking  cohesive  nizations  successfu.ly  transform 

tions  are  reconfiguring  themselves,  solutions  that  dramatically  strength-  by  refining  and  realigning  all 

They've  recognized  that  isolated  en  their  entire  enterprise.  vita,  components.  Our  work  wrt» 


Ever  get  a  notice  saying  you're  entitled  to  money  under  a  class  action  suit? 
Could  you  make  heads  or  tails  of  it? 

Deliberate  obfuscation 


By  Susan  Adams 

Pi  in  ADELPHIA  corporate  de- 
fense attorney  Ralph  Well- 
ington is  one  of  100,000 
people  who  received  a  settle- 
ment notice  in  March  of  a 
class  action  against  PHH  US 
Mortgage  Co.,  a  Mount 
Laurel,  N.J. -based  outfit 
alleged  to  have  been  holding 
excessive  amounts  in  escrow 
accounts. 

Under  the  best  of  circum- 
stances, it  takes  a  magnifying 
glass  and  a  calculator  to  trans- 
late the  densely  packed  fine- 
print  legalese  of  these  notices. 
This  one  was  particularly  baf- 
fling. Sample: 

The  Rebate  payable  to  eligible  mem- 
ber [sic]  of  the  Open  Class  and  the 
Closed  Class  shall  be  an  amount  equal 
to  (i)  the  [$18.48]  Average  Surplus, 
as  determined  in  the  above  subpara- 
graph, multiplied  by  (ii)  50%,  multi- 
plied by  (iii)  3%,  multiplied  by  (a)  1  if 
the  loan  was  serviced  for  at  least  1 
year  but  less  than... 

We  could  quote  more,  but 
you  get  the  idea.  Supposed  to 
inform  plaintiffs,  class  action 
notices  more  often  confuse. 
They're  the  plaintiff  bar's 
hidden  weapon  in  suits  that 
do  more  for  the  attorneys 
involved  than  for  the  sup- 
posed victims. 

In  an  angry  objection  filed  in  New 
York  State  Supreme  Court,  class 
member  Wellington  said  tiiat  "if  one 
finally  sorts  through  the  intended 
smoke  screen,"  the  maximum  payout 
to  the  class  would  range  from  a  low 
of  27  cents  to  a  high  of  81  cents. 
Attorneys'  fees?  That's  another 
matter.  The  relevant  paragraph 
appears  to  limit  them  to  $150,000: 

"phh  agrees  to  make  a  payment 
toward  court-awarded  attorneys'  fees, 
costs  and  expenses  not  to  exceed 
$150,000."  Parsing  that  sentence, 
Wellington  correcdy  concluded  that 


the  lawyers  could  ask  for  whatever 
they  wanted — stiffing  the  class  mem- 
bers for  anything  in  excess  of 
$150,000. 

This  constituted  abuse  of  due 
process  and  potential  theft  of  client 
funds,  argued  Wellington.  His  filing 
pressured  the  lawyers  a  month  later 
into  agreeing  to  ask  for  no  more  than 
$150,000 — to  be  paid  by  phh,  not 
the  class  members. 

Elsewhere,  too,  outraged  citizens 
are  striking  back  against  larcenous 
attorneys  who  run  what  amount  to 
legal  blackmail  rings.  In  two  class 
action  suits  against  General  Motors 


over  the  safety  of  gm's  sidesaddle  gas 
tank  pickup  trucks,  federal  and  state 
courts  in  Pennsylvania  and  Texas 
recently  threw  out  settlements  that 
would  have  given  class  members  no 
money — just  vouchers  toward  buying 
new  GM  vehicles.  Plaintiff  lawyers  in 
both  cases  were  to  take  home  more 
than  $9  million  in  fees,  while  the 
alleged  victims  received  almost 
worthless  paper. 

In  the  spring  of  1995  a  federal 
judge  in  New  Orleans  threw  out  a 
settlement  involving  alleged  design 
defects  in  Ford  Motor  Co.'s  Bronco 
II  sports  utility  vehicle.  The  judge 
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PENTIUM  '  PROCESSOR 

How's  this  for  computing 
brawn?  133MHz  processing 
power  and  lightning-quick 
PCI  architecture. 


BUILT-IN  28.8Kbps  MODEM 
With  a  built-in  voice/fax  modem 
you  can  stay  in  touch  with  the 
world  quickly  and  efficiently. 


!  !! 


dia. 

800  x  600  RESOLUTION 

Considering  its  small  size, 
the  Portege  has  a  large 
11.3"  screen  with  brilliant 
active-matrix  color. 


POWERFUL  DOCKING 

Combine  the  Portege  with  the 
optional  Desk  Station  V  Plus. 
You'll  get  stereo  speakers,  hot 
docking  and  SelectBay"  with 
optional  6X  CD-ROM. 


BIGGER  KEYBOARD 

Keys  are  now  larger  and  more  economically  shaped  to  fit  your  fingertips. 


ALL  THE  MUSCLE.  NONE  OF  THE  FAT. 
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•  •  • 


-4  ^  JF  


INTRODUCING  THE  POWERFUL  NEW  PORTEGE! 

Far  smaller  than  a  standard  notebook,  the  new  Portege  offers  exceptional  performance 
and  power.  The  Portege  features  a  blazing  133MHz  Pentium'  processor  with  ?«s*^| 
PCI  architecture,  a  gigantic  1.3  billion  byte  hard  drive  and  up  to  80MB  of  ^SH. 
fast  EDO  memory.  You'll  also  find  full-motion  video  and  stereo  sound  to  win<WK 
give  your  multimedia  presentations  a  lot  more  punch.  It's  the  best 
yet  from  Toshiba's  award-winning  Portege  line.  Pound  for  pound, 
no  other  notebook  can  touch  it.  For  more  information,  visit  the 
Toshiba  website  at  http://computers.toshiba.com,  or  for  a  dealer 
near  you,  call  1-800457-7777. 

In  Touch  with  Tomorrow 

TOSHIBA 


pentium 


PORTEGE 


650CT 

•  1 1 .3"  color  active-matrix  TFT 
display,  800  x  600  resolution 

•  133MHz  (2  9v)  Pentium"  processor, 
256KB  12  cache 

•  PCI  system-bus  architecture 

•  16MB  of  EDO  ORAM  expandable 
to  80MB 

•  1.3  billion  byte  (=1 ,26GB)  hard  drive 

•  Built-in  28.8Kbps  voice/tax  modem 

•  HiQVideo"  PCI  graphics  controller 

•  16-bit  Sound  Blaster"  Pro 
compatible  audio  system 
with  speaker  and  microphone 

•  Lithium  Ion  battery 


■  Supports  two  Type  II  or  one 
Type  III  16-bit  PC  Cards,  ZV 
Cards  or  32-bit  CardBus  Cards 
4.8  lbs. 

Optional  Desk  Station  V  Plus: 
PCI  architecture,  SelectBay" 
PCI/ISA  and  PC  Card  slots 
Optional  NoteDock"  II 
Enhanced  Port  Replicator 
Windows'  95  or  Windows8 
lor  Workgroups  included 
3-year  limited  warranty 
Toll-tree  technical  support  - 
7  days  a  week,  24  hours  a  day 


The  World's  Best  Selling  Portable  Computers. 


©1996  Toshiba  America  Information  Systems.  Inc  All  specifications  and  availability  are  subject  to  change  All  products  indicated  by  trademark  symbols 
are  trademarked  and/or  registered  by  their  respective  companies.  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation. 


#  1  Overall 
Three  Years  in  a  Row 

"How  the  Discount  Brokers  Stack  Up" 
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White 
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2.  Waterhousc 

3.  Lombard 

4.  Muriel  Sicbert 

5.  K.  Aufhauser 

6.  Charles  Schwab 


This  year,  the  nation's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  o!  Products 
Mutual  Fund  Offerings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994, 1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 

Access  to  over  4,800  mutual  funds 


The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  800  and  growing) 

No-Load/Low-Load  Annuity  and 
Life  Insurance  buying  service 
(over  300  products) 


Three  separate  on-line  trading 
services,  each  offering  a  10% 
discount  from  our  commission 
rate  schedule 

No  Annual  Fee  IRA  and  QRP 

No  Annual  Fee  Cash  Manage- 
ment with  free  checkwriting 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


http://pawws.com/jwc 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 

Jack  White,  President 


JacKVJhite  &  Company 

"  ntre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


excoriated  the  plaintiffs'  lawyers  for 
agreeing  to  a  settlement  that  paid  no 
cash  to  the  class  members  but  $4  mil- 
lion to  the  lawyers. 

Unfortunately,  the  trial  lawyers 
have  friends  in  high  places.  They  can 
count  on  Bill  Clinton  to  reward  their 
campaign  contributions  with  a  veto 
on  legislation  they  don't  like.  And 
there  are  plenty  of  judges  sympa- 
thetic to  fellow  members  of  the  legal 
profession. 

In  the  fall  of  1994,  for  example, 
Vienna,  Va.  real  estate  lawyer  Michael 
Crehan  objected  in  federal  court  to  a 
proposed  settlement  in  a  case  against 
Texas-based  Mellon  Mortgage  Co. 
Crehan  calculated  that  more  than 
40%  of  the  class  could  be  forced  to 
pay  more  money  into  their  escrow 
accounts. 

Mellon  would  pay  the  class  less 
than  a  dollar  per  customer,  while  the 
lawyers  would  take  home  $290,000. 

Supposed  to  inform 
plaintiffs,  class  notices 
more  often  confuse. 


Alas,  Crehan's  objections  fell  on  deaf 
ears  at  the  district  court,  court  of 
appeals  and  the  U.S.  Supreme  Court. 
So  the  lawyers  pocketed  their  loot, 
and  a  few  plaintiffs  got  a  buck  each. 

The  Private  Securities  Litigation 
Reform  Act,  which  Congress  passed 
last  year  over  President  Clinton's 
veto,  requires  notices  in  securities 
cases  to  include  more  information 
about  the  value  to  class  members  of 
proposed  settlements  and  specifics  on 
the  amount  of  attorneys'  fees 
requested. 

But  the  law  doesn't  say  that  the 
notices  must  be  written  in  clear, 
simple  language.  Trial  lawyers 
claim  that  they  intend  the  notices 
to  be  clear. 

Really?  Then  why  is  it  that  when 
Forbes  called  plaintiff  lawyer  Joseph 
Cox  Jr.  last  year  and  asked  for  a  copy 
of  the  settlement  notice  in  the  mas- 
sive asbestos  suit  against  Fibreboard 
Corp.  of  Walnut  Creek,  Calif,  he 
replied,  "It's  a  very  difficult  docu- 
ment to  read  and  understand."  But, 
added  Cox,  "I  don't  want  to  be 
quoted  saying  it's  difficult  to  under- 
stand." Oh. 

Forbes  ■  September  9,  1996 


Stronger  walls  and  higher  fences  do  not  better  neighbors  make. 

The  gated  community.  Barricades.  Fortress  buildings.  Bunkers  that  keep  us 
strangers  rather  than  neighbors.  A  recent  report  of  the  Carnegie  Foundation  for 
the  Advancement  of  Teaching  concludes  that  perhaps  never  in  history  have  the 
talents,  skills,  the  broad  vision  and  the  ideals  of  the  architecture  profession  been 
more  urgently  needed.  The  reasons  are  all  around  us.  Lives  of  families  and  entire 
communities  have  grown  increasingly  fragmented.  Cities  are  in  an  era  of  decline 
and  decay  rather  than  limitless  growth.  The  value  of  beauty  in  daily  life  is  often 
belittled.  Working  together,  you  and  your  hometown  architects  can  make  sure 
our  children  inherit  wholesome  neighborhoods  that  promote  healthy,  prosperous 
lives.  Safer  streets.  Affordable  homes.  More  productive  workplaces.  Transpor- 
tation choices.  A  cleaner  environment.  Cohesive  communities.  Get  involved  in 
your  community  planning.  For  help,  call  your  local  chapter  of  The  American 
Institute  of  Architects  or  call  us  at  202-626-7300.  The  American  Institute  of 
Architects,  1735  New  York  Avenue,  N.W.,  Washington,  D.C.  20006. 

II!  THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 
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The  world  hasn't  seen  the  last  of  ethnic  turmoil 
in  Eastern  Europe.  Keep  your  eye  on  Ukraine. 

Tinderbox 


By  Paul  Klebnikov 


Ukrainian  President  Leonid  Kuchma 

"Without  foreign  investment  we  won't  pull  ourselves  out  of  our  economic  crisis/ 


Even  with  the  fighting  in  the 
former  Yugoslavia  stopped,  at  least 
for  now,  the  w  orld  may  not  have  seen 
the  end  of  turmoil  in  Eastern  Europe. 
Watch  Ukraine.  This  former  member 
country  of  the  Soviet  Union,  the  size 
of  France,  with  52  million  people,  is 
riven  betw  een  those  who 
want  reunion  with  Russia 
and  those  who  want  to 
remain  independent.  It  is 
not  a  dispute  likely  to  be 
settled  amicably. 

The  problem  is  not  just 
political;  it's  economic  as 
well.  The  economies  of 
Russia  and  Ukraine  are 
intertwined,  and  separat- 
ing them  is  a  lot  harder 
than  just  drawing  bound- 
aries. Under  Soviet  rule, 
Russia  was  Ukraine's  prin- 
cipal market  and  the  main 
supplier  of  its  oil.  Lacking 
that  old  guaranteed 
market  and  short  of  hard 


currency,  Ukraine  (see  map)  is  a 
basket  case  economically. 

Nowhere  is  this  clearer  than  in 
Ukraine's  primary  port,  Odessa.  The 
city  has  a  glorious  past.  Its  tree-lined 
boulevards  speak  of  a  time  when  it 
w'as  the  center  of  the  world's  grain 


trade  and  one  of  the  wealthiest  cities 
in  Europe.  That  wealth  is  gone.  Last 
winter — the  harshest  in  recent 
memory — energy  shortages  plunged 
the  city  into  freezing  darkness  for  two 
hours  each  day.  Lacking  the  hard  cur- 
rency to  pay  Russia  for  oil,  Odessa 
could  not  run  its  generators  full  time. 
Its  enormous  ports,  which  handled 
85  million  metric  tons  of  goods  the 
year  before  independence,  handled 
just  51  million  tons  last  year. 

Yet  this  is  a  potentially  rich  land.  In 
World  War  II,  Ukraine,  with  huge 
deposits  of  coal  and  iron  ore,  was  the 
big  prize  for  Hitler's  panzers.  Its 
farms,  sitting  on  some  of  the  richest 
soil  in  the  world,  made  it  the  bread- 
basket of  Europe. 

But  politics  trumps  economics. 
Potentially  rich,  Ukraine  is  poor. 
Since  independence,  coal  and  steel 
output  has  fallen  by  about  40%.  Fac- 
tories have  gone  without  capital 
spending  for  years.  Ukrainian  agri- 
culture now  produces  only  enough  to 
feed  the  population. 

Ukraine's  capital,  Kiev,  shows  none 
of  Russia's  postcommunist  vitality:  no 
traffic  jams,  few  foreign  cars,  no  new 
construction,  no  new  wealth.  Foreign 
exchange  coffers  are  virtually  empty. 

The  European  Union  does  not 
need  Ukrainian  wheat,  and  the  world 
is  already  awash  in  steel.  Ukraine's 
ports  have  lost  much  of  their  Russian 
trade.  Faced  with  cumbersome  tariffs 
and  regulations,  Russian  trading 
companies  prefer  to  bypass  Ukraine 
and  ship  through  ports  in  Russia  or 
the  Baltic  states. 

Lfkraine  lags  far  behind  Russia  in 
abandoning  socialism. 
Because  of  opposition 
from  both  the  old  com- 
munists and  many  nation- 
alists, privatization  in 
LTkraine  is  proceeding  at  a 
snail's  pace.  Some  of  the 
country's  most  attractive 
assets  are  still  government- 
owned.  These  include 
Azovstal,  one  of  the  best 
steel  mills  in  the  former 
Soviet  Union,  and  Cher- 
nomorflot,  the  enormous 
Black  Sea  shipping  fleet. 
The  investment  law  has 
been  changed  four  times 
since  1992,  and  taxes 
sometimes  take  up  to  93% 
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You  know  remote  access  can 
give  your  company  a  strategic 
competitive  edge  by  increasing 
productivity,  lowering  costs  and 
helping  you  provide  better  service 
to  your  customers.  Now  what 
you  need  to  know  is:  Who  can 
best  integrate  the  technologies, 
services  and  manufacturers  to 
put  together  a  safe,  reliable  remote 
access  strategy? 

YOUR  REMOTE  ACCESS 
STRATEGY  WON'T  GO  VERY 
FAR  IF  YOU  DON'T  DEPLOY 

THE  RIGHT  EQUIPMENT. 

Anixter.  Nobody  knows  net- 
working like  we  do.  Every 
day,  our  RACE  (Remote  Access 
Competitive  Edge)  program  helps 
corporations  launch  remote  access 
strategies.  How?  By  providing 
platform  design  and  standard- 
ization, installation,  staging  and 
configuration,  digital  line  provi^ 
sioning,  certification,  and  help 
desk  training.  For  expertise  you 
can  count  on  from  start  to  finish, 
there's  only  one  company  you 
need  to  access: 

I  -  8  0  0  -  AN  IXTE  R 

http://www.anixter.com 


ANIXfiEt 


996  Anixter  Inc. 


of  companies'1  profits. 

"Without  foreign  investment,  we 
won't  be  able  to  pull  ourselves  out  of 
our  economic  crisis,"  Ukrainian  Pres- 
ident Leonid  Kuchma  tells  Forbes. 
But  foreign  investment  in  Ukraine  has 
totaled  only  $1  billion  over  the  past 
five  years,  less  than  the  aid  doled  out 
by  Western  nations.  While  Kuchma 
says  he  wants  foreign  investment, 
local  politics  makes  it  unwelcome. 

Reintegration  with  Russia  would 
alleviate  many  of  these  problems,  but 
the  electorate  is  of  two  minds  on  the 
subject.  In  March  1991  over  70%  of 
Ukrainians  voted  in  a  referendum  to 
stay  in  the  Soviet  Union.  Eight 
months  later,  after  the  Soviet  Union 
was  dissolved  anyway,  92%  of 
Ukrainians  voted  to  approve  their 
new  independence.  Now  they  seem 
to  be  changing  their  minds  again. 

One  survey  for  the  Kiev  Center  for 
Political  Research  &  Conflict  Studies 
found  that  30%  of  Ukrainians  want  to 
merge  with  Russia  and  another  50% 
want  closer  economic,  political  or 
military  ties.  President  Kuchma  is 
firmly  in  the  independence  camp. 


"Independent  Ukraine  is  an  obstacle 
to  the  rebirth  of  the  Russian  empire,1' 
he  declares. 

But  a  lot  of  Ukrainians  see  things 
differently.  "What  imperialism >"  asks 
Alexander  Lukianchenko,  former 
deputy  governor  of  the  coal -mining 
region  of  Donetsk.  "Considering  that 


Metalworkers  in  Kiev 
Clinging  to  socialism. 


85%  of  the  population  here  speaks 
Russian,  we  have  no  feeling  of  suffer- 
ing from  Russian  imperialism." 

But  then  Yugoslavs  all  speak  pretty 
much  the  same  language.  Like 
Yugoslavia,  Ukraine  has  a  long  tradi- 
tion of  ethnic  strife  and  borders  that 
were  fixed  arbitrarily  by  communist 
leaders  decades  ago.  In  1954,  for 
example,  Soviet  Premier  Nikita 
Khrushchev  simply  gave  the  lush 
Crimean  peninsula  to  Ukraine  as  a 
present  to  commemorate  the  300- 
year  union  between  Russia  and 
Ukraine.  Now  the  population  of 
Crimea  wants  to  return  to  Russia. 

Ukrainians  are  ethnically  almost 
indistinguishable  from  Russians.  But 
languages  and  culture  differ — about 
to  the  degree  that  Portugal  differs 
from  Spain.  But  not  all  Ukrainians 
are  Ukrainian.  There  are  a  lot  of  Rus- 
sians, too.  If  you  go  by  the  number 
of  people  who  prefer  to  speak  Rus- 
sian rather  than  Ukrainian,  that's  55% 
of  the  population.  The  Russian- 
speakers  inhabit  the  richer  eastern 
part  of  the  country  and  the  Black  Sea 
coast;  the  Ukrainian-speakers  are  con- 


To  truly  appreciate  the  value  of  independent  agents,  consider  tr 


centrated  in  the  more  rural  west. 

Given  their  tenuous  support,  it 
would  make  sense  for  Ukrainian 
nationalists  to  be  accommodating, 
but  they  are  not.  They  push  Presi- 
dent Kuchma  to  suppress  Russian 
speakers  (see  box,  p.  164).  The 
Ukrainian  language  has,  since  inde- 
pendence, become  dominant  in  tele- 
vision, radio  and  the  schools.  Both 
groups  cling  as  stubbornly  to  their 
distinct  tongues  as  the  groups  in  the 
old  Yugoslavia  have  clung  to  their 
ethnic  identities. 

Independence  has  deepened  the 
gulf  between  the  two  groups.  In 
Odessa,  Forbes  copped  a  ride  with 
Sergei,  a  retired  factory  worker  who 
supplements  his  meager  pension  with 
taxi  fares.  "What  have  we  gained 
from  independence?"  snorts  Sergei. 
"Nothing  good,  that's  for  sure." 
What  irks  Sergei  most  is  television. 
Up  until  last  year  Russian-speakers  in 
Ukraine  could  watch  Moscow  TV, 
which  serves  up  relatively  entertain- 
ing fare.  Now  Moscow  has  been  ban- 
ished to  a  weak  third  channel,  hardly 
visible  in  most  places;  the  only  avail- 


able choice  is  turgid,  Ukrainian-lan- 
guage programming. 

For  Russian-speakers  economic 
injury  is  being  added  to  political 
insult.  The  coal  mines,  steel  mills  and 
engineering  companies  of  Russian- 
speaking  eastern  Ukraine  may  be 
inefficient,  but  they  account  for  the 
vast  majority  of  the  country's  export 


earnings  and  tax  revenues.  Where 
does  the  money  go?  To  subsidize  the 
poorer,  Ukrainian-speaking  regions 
of  the  west. 

This  summer  has  seen  a  series  of 
acrimonious  strikes  by  coal  miners  in 
the  Donetsk  region.  Ukrainian  Prime 
Minister  Pavlo  Lazarenko  blamed 
the  Russian-speaking  coal  miners  for 


ig  picture. 


Assessing  risk  is  an  art.  That's  why  independent  agents 
use  a  jace-to-jace,  personal  approach  to  risk  assessment. 
Their  hands-on  involvement  with  customers  paints  a  better 
picture  than  numbers  alone.  And  we  carefully  select  only 
the  best  agents  in  each  market,  which  is  why  our  combined 
loss  and  expense  ratios  look  so  attractive.  Of  course,  you 
could  just  focus  on  our  record  of  35  years  of  increased 
shareholder  dividends,  or  our  A++  rating  from  A.M.  Best 
for  our  property  casualty  insurance  operations.  Regardless 
of  how  you  look  at  Cincinnati  Financial  Corporation, 
you're  going  to  like  what  you  see.  For  a  CFC  fact  sheet, 

call  1-800-955-CINF  (2463j. 


Cincinnati    Financial  Corporation 

Making  our  strength  your  future 


CINCINNATI 
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PARKER  HANNIFIN 
CORPORATION 


It  became  obvious  a  few  years  ago. 
Parker  Hannifin's  Cleveland  headquarters, 
a  75-year-old  former  automobile  plant,  was 
inadequate  to  serve  much  longer  as  the 
nerve  center  for  this  $3.5  billion,  global 
manufacturer. 

Founded  in  1918,  Parker  had  changed 
significantly.  What  began  as  a  small  shop 
making  hydraulic  and  pneumatic  compo- 
nents had  grown  to  become  a  160-plant 
manufacturer  of  the  world's  broadest  line 


"We  never  thought  about 
leaving  Greater  Cleveland  or 
Ohio." 

Duane  E.  Collins, 
President  and  CEO, 
Parker  Hannifin  Corporation 


of  motion-control  components  and  systems, 
spanning  hydraulic,  pneumatic  and  elec- 
tromechanical technologies,  and  doing 
business  in  80  countries.  A  new  headquar- 
ters was  essential. 

The  question:  Would  Parker  move  out 
of  state?  In  1995,  Parker  announced  plans 
to  relocate— but  only  eight  miles  away— 
to  Mayfield  Heights  in  Cleveland's  eastern 
suburbs,  where  it  found  the  32  acres  required. 

"We  never  thought  about  leaving 
Greater  Cleveland  or  Ohio,"  explains 
Duane  E.  Collins.  Parker's  president  and 
chief  executive  officer.  "More  than  4,000  of 
Parker's  nearly  32,000  worldwide  employees 
work  in  the  state.  Ohio's  central  location, 
wealth  of  quality  universities  and  espe- 
cially our  dedicated  workforce  were  major 
factors  in  our  decision  to  stay  and  continue 
to  grow  here."  he  adds. 


And  grow  is  something 
that  Parker  .has  done  well. 
Unlike  suppliers  who  spe- 
cialize in  serving  only  a  few 
motion-control  applications, 
Parker  provides  more  than 
1,000  product  lines  for  more 
than  1,200  industrial,  auto- 
motive and  aerospace 
markets:  everything 
from  heavy-duty 
hydraulics  for 
lifting  the 
blade  on  a 
bulldozer 
to  electro- 
mechanica 

controls 
required  to 
precisely  etch  crystal. 

Another  key  element  of 
Parker's  growth  has  been  what  the 
CEO  calls  "premier  customer 
service."  The  company  excels  in 
partnering  —  sharing  goals,  expertise  and 
trust.  Parker  and  the  customer  work 
together  from  the  earliest  stages  of  product 
design  to  find  the  best  motion-control 
solutions  available.  "Satisfied  customers 
become  apostles,"  Collins  says. 

Parker's  small-plant,  small-city  oper- 
ating philosophy  helps  make  that  level  of 
service  possible.  "This  promotes  focused 
manufacturing,  along  with  in-depth 
knowledge  of  employees,  customers  and 
competitors,  and  a  strong  work  ethic,"  the 
CEO  adds. 

In  addition  to  Parker's  internal  growth, 
there  have  been  many  acquisitions,  more 
than  140  since  1957.  But,  as  Collins  is  quick 
to  note,  "We've  stuck  to  our  knitting, 
acquiring  bolt-on  companies  that  helped 
us  offer  more  and  better  products  and 
services  in  the  businesses  we  know." 


Parker's  strategy 
worked  well  in  fiscal  1995 
The  company  set  new  records 
for  sales,  earnings  and  production.  Its 
common  shares  split  three  for  two,  anc 
the  cash  dividend  was  increased  by  8% 
Parker  has  maintained  or  increased  the 
dividend  every  year  since  1957. 

Results  for  the  1996  fiscal  year  ended 
June  30  are  still  being  compiled.  However 
continued  internal  growth,  two  large  inter- 
national acquisitions  and  a  growing  num- 
ber of  customer  "apostles"  are  expected 
to  register  another  strong  performance  for 
Parker— in  Ohio  and  around  the  world. 
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IF  OHIO 

WERE  A  COUNTRY... 

I  would  rank  as  the  world's  16th-largest  economy, 
llustrating  its  standing  in  the  global  marketplace. 
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ISTERLING 
COMMERCE 


It's  Monday  morning.  Purchase 
rders  begin  moving  from  a  tire  retailer's 
60-plus  stores  to  suppliers  throughout 
tie  country.  A  tool  manufacturer  begins 
rocessing  thousands  of  advance  ship 
otices  and  invoices.  At  the  same  time,  an 
isurer  is  transferring  3,000  batch  files  to 
ealth  care  partners. 

A  paperwork  nightmare?  Hardly, 
'hese  transactions,  and  thousands  more, 
re  taking  place  electronically.  Within 
linutes,  electronic  responses  complete 
he  transactions. 


George  V.  Voinovich,  Governor 


Welcome  to  Electronic  Commerce,  a 
market  growing  by  more  than  20%  annu- 
ally as  organizations  of  all  sizes  establish 
electronic  trading  relationships.  Sterling 
Commerce,  with  operational  headquar- 
ters in  Dublin,  is  a  pioneer  and  leader  in 
the  business,  serving  more  than  20,000 
customers  throughout  the  world. 

"Exchanging  documents  and  conduct- 
ing financial  transfers  electronically 
reduces  costs,  increases  productivity  and 
enhances  competitiveness,"  explains 
Warner  C.  Blow,  Sterling  Commerce  presi- 
dent and  chief  operating  officer. 

Reducing  the  clerical  workload  and 
eliminating  unnecessary  paper  handling 
ensures  rapid,  accurate,  secure  exchange 
of  time-sensitive  business  infor- 
mation internally  and  externally, 
via  the  desktop,  through  local 
and  wide  area  networks  and 
around  the  world  through  pri- 
vate and  commercial  gateways, 
including  the  Internet. 

Electronic  Commerce's  explosive 
growth  has  helped  Sterling  Commerce 
grow  from  $117.8  million  in  sales  in  1993 
to  more  than  $200  million  in  1995,  as  net 
income  rose  from  $15.2  million  to  $42.9 
million.  And  in  1996,  the  company  is  well 
on  its  way  to  exceeding  its  financial  goals. 

Following  an  initial  public  offering  this 
March,  Sterling  Commerce  (symbol:  SE) 
shares  trade  on  the  New  York  Stock  Exchange. 

The  company  has  four  product  fami- 
lies: COMMERCE,  GENTRAN,  CONNECT 
and  VECTOR,  with  customers  in  the 
pharmaceuticals,  retail,  transportation, 
hardlines,  healthcare  and  banking  indus- 
tries, among  others. 

"We  serve  99  of  the  100  largest  U.S. 
banks,  and  96  of  the  100  largest  U.S.  indus- 
trial firms,  in  addition  to  customers 
throughout  the  world.  Most  of  our  com- 


petitors are  either  start-ups  or  serve  just 
a  niche  in  the  market.  Sterling  Commerce, 
on  the  other  hand,  provides  a  full  line  of 
products  and  services  globally.  We  have 
20  years  of  experience,  and  we're  the 
leader  in  each  of  our  markets,"  Blow  adds. 

"We  don't  just  sell  technology;  we 
help  build  trading  communities.  We  offer 
services,  support  and  training  to  help 
customers  and  their  trading  partners  move 
into  Electronic  Commerce,"  he  explains. 

Ohio  has  been  an  integral  part  of  the 
company's  success. 

"Central  Ohio  is  the  Midwest's  Silicon 
Valley.  In  addition  to  Sterling  Commerce, 
many  other  information  technology  com- 
panies here  have  attracted  the  kind  of 


"Central  Ohio  is  the 
Midwest's  Silicon  Valley." 
Warner  C.  Blow, 
President  and  COO, 
Sterling  Commerce 


people  we  all  need  in  order  to  grow,  as  has 
the  quality  of  life.  The  state's  strong  higher 
education  system  is  also  a  major  advan- 
tage," he  adds. 

Looking  to  the  future,  Sterling 
Commerce  sees  continued  double-digit 
growth  in  Electronic  Commerce— in  Ohio. 
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a  bomb  that  narrowly  missed  him  in 
Kiev  in  July. 

If  tensions  increase,  Russia  can 
hardly  avoid  being  drawn  into  the 
quarrel.  Russia  has  a  stranglehold  on 
Ukraine's  economy.  It  still  accounts 
for  46%  of  Ukraine's  trade,  and  it 
supplies  almost  all  Ukraine's  energy. 

So  desperate  is  Ukraine  to  break  its 
dependence  on  Russian  energy  that  it 
has  kept  the  dangerous  Chernobyl 
nuclear  plant  open.  It  has  also  been 
trying  to  line  up  financing  to  build  a 
$1  billion  oil  terminal  in  Odessa  so  it 
can  import  oil  from  the  Middle  East. 
"We  can't  survive  on  just  one 
pipeline  [through  Russia],"  President 


Kuchma  explains.  But  so  far  investors 
have  shown  little  interest. 

Russian  President  Boris  Yeltsin's 
government  has  refrained  from  either 
squeezing  Ukraine  economically  or 
tanning  the  simmering  ethnic  flames 
in  die  eastern  part  of  the  country.  But 
Russia  is  now  a  democracy,  and  the 
Russian  president  cannot  ignore  the 
pleas  of  the  Russian-speakers  in 
Ukraine  if  they  ask  for  his  help. 

Could  the  problem  be  solved  by 
splitting  off  the  Russian-majority 
areas  and  uniting  them  with  Russia? 
Over  the  dead  bodies  of  Ukrainian 
nationalists.  "We  will  use  force  to 
protect  Ukraine's  national  integrity!" 


vows  Dmitro  Korchinsky,  a  national- 
ist leader  who  heads  the  paramilitary 
organization  UNSO. 

If  it  comes  to  fighting,  Ukraine  is 
not  helpless.  As  late  as  1991  Ukraine- 
boasted  a  huge  standing  army 
(720,000  men)  and  the  third-largest 
nuclear  arsenal  in  the  world  ( 1 ,800 
warheads).  The  last  of  the  Ukrainian 
nukes  was  decommissioned  in  June, 
but  there  are  still  enough  arms 
around  to  equip  several  enormous 
armies.  A  civil  war  with  the  threat  of 
foreign  intervention  is  the  last  thing 
that  Ukraine  needs.  But  it  was  the 
last  thing  the  former  Yugoslavia 
needed,  too.  Bl 


Messianic  mission 

Dmitro  Korchinsky,  a 
32-year-old  former  history 
student,  is  the  head  of 
Ukraine's  most  powerful 
paramilitary  nationalist 
organization:  Ukrainian 
National  Self- Defense 
UNSO.  He  is  the  stuff  of 
which  demagogues  are 
made.  Forbes  met  with 
Korchinsky  in  a  Kiev 
monastery.  In  a  quiet 
voice,  he  explained  the 
purpose  of  his  organiza- 
tion: "We  aspire  to  the 
radical  democracy  of  the 
French  Revolution." 

Korchinskv  knows  his 
history.  When  he  speaks  of 
the  French  Revolution,  he 
knows  full  well  how 
bloody  it  was,  but  like  the 
Jacobins  of  1793  he  seems 
to  believe  that  bloodshed 
is  therapeutic.  "We  under- 
stand that  our  mission  is  a 
messianic  one,"  he 
declares.  "Our  people 
must  be  saved!" 

At  the  expense  of 
anyone  who  gets  in  the 
way.  Korchinsky's  men 
have  made  a  name  for 
themselves  in  a  series  of 
street  brawls  in  the  cities 
of  Lvov,  Simferopol,  Y"alta 
and  Kiev.  President 
Kuchma  tried  to  have  the 
organization  banned. 


UNSO  militants  demonstrating  in  front  of  parliament 
That  eld  hurtful  idea:  racial  and  cultural  purity. 


Korchinsky  continues  to 
organize.  His  message, 
archaic  though  it  may 
sound,  has  force  among 


young  Ukrainian  national- 
ists. Thousands  have 
flocked  to  UNSO  demon- 
strations or  to  get  combat 


training  in  one  of  the 
organization's  summer 
camps.  Many  are  former 
army  officers.  Others  have 
cut  their  teeth  as  merce- 
naries in  the  small  civil 
wars  that  have  sprung  up 
on  the  Romanian  frontier 
or  in  the  Caucasus.  In  a 
depressed,  seemingly 
hopeless  economy,  a  lot 
of  these  young  people  feel 
they  have  nothing  to  lose 
by  risking  their  lives  and 
lolling  if  need  be. 

Korchinsky's  message  is 
an  old  one  and,  though 
discredited,  still  potent: 
racial  and  cultural  purity. 
"Russia  has  always 
expanded  by  absorbing 
many  different  nationali- 
ties, and  now  it  has  lost 
its  purely  Slavic  charac- 
ter," he  explains.  "But 
Ukraine  is  a  purely  Slavic 
nation." 

Hitler  would  be  im- 
pressed. "The  Ukrainians 
are  the  only  barbarian 
nation  in  all  of  Europe," 
Korchinsky  adds.  He 
means  it  as  a  compliment: 
To  be  a  barbarian  is  to  be 
vigorous,  healthy,  opti- 
mistic, future-oriented. 

Irrational?  Rationality 
doesn't  always  win.  Think 
Iran.  Think  Bosnia.  Think 
Chechnya.  Think.... 
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"I've  got  a  pager, 
a  fax  machine, 
a  laptop,  e-mail, 
voice  mail, 

earner 
pigeons 

and  a       ft  E 

cell  phone. 

So  why  can't  I  find  out 
what  I  need  to  know?" 


i  Despite  all  the  gizmos,  your  sales- 

CONNECT  I 

ii-  i  ■  »  people  cant  sta\  out  on  'lie  road  and 

t  till  place  orders,  arrange  shipments,  submit 
i invoices  and  expenses,  and  connect  with  your 
Jl  ustomer  database. 

If  you're  managing  a  sales  force,  that's  an 
E  xpensive  problem.  Every  minute  your  people  waste 

Iriving  back  and  forth  to  fill  in  paperwork  or 

»ick  up  information  is  chipping  away  at  time  spent 

vith  customers  and  your  bottom  line. 

It's  time  to  cut  the  cord.  Talk  to  us  about 

mplementing  a  sales  lone  automation  strategy, 
fhe  IBM  Sales  Force  Transformation  Group  will 
i  ssess  your  automation  needs,  then  design,  build 

nd  implement  the  solution.  Instead  of  just  reports. 


you  get  results.  They  can  take  all  the  valuable 
information  in  your  files  and  make  it  accessible  to 
your  people  from  the  road.  From  Rio  to  Reykjavik 
and  848  other  cities  around  the  world,  your  sales- 
people can  tap  into  your  data  over  the  fast  lane  of 
the  IBM  Global  Network,  one  of  the  world's  largest, 
private,  secure  data  networks. 

To  find  out  more,  drop  by  www.ibm.com 
or  call  1  800  IBM-7080,  ext.G201. 

We'll  send  you  our  free  1 0-page  booklet  high 
lighting  how  IBM  can  help  your  business  thrive 
in  a  networked  world. 


Solutions  for  a  small  planet 


id  Solutions  lor  a  small  plane!  are  trademarks  ol  IBM  Corp  ©  1996  IBM  Corp 


Spending  money 
to  make  money 


BY  JOHN  RUTLED6E 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co, 
a  merchant  bank  in 
Greenwich,  Conn. 


Owners  and  directors  often  spend  all  their 
time  trying  to  get  the  managers  to  spend  less 
money.  But  sometimes  spending  more,  rather 
than  spending  less,  is  the  right  thing.  Before 
you  run  off  and  buy  a  corporate  jet,  let  me 
explain  what  I  mean.  Recently,  at  a  board 
meeting,  the  top  man  at  one  of  our  companies 
couldn't  tell  me  the  rate  of  return  on  an 
investment  project  he  and  his  team  had  been 
working  on  for  more  than  a  year. 

The  project  involved  converting  the 
business  to  demand  flow  technology.  Why 
couldn't  he  answer  my  simple  question?  He 
explained  that  the  cash  payback  was  so  fast 
that  he  was  never  able  to  spend  most  of  the 
dollars  the  board  had  appropriated  for  the 
project.  His  spreadsheet  was  not  able  to  calcu- 
late an  internal  rate  of  return  on  an  invest- 
ment with  no  initial  outlay. 

As  you  may  know  from  my  previous 
columns,  I  am  a  big  fan  of  demand  flow  tech- 
nology, the  Stairmaster  of  corporate  fitness. 
dft  rewires  a  company's  central  nervous 
system  from  one  driven  by  printouts  from 
production  planners  to  one  driven  by  cus- 
tomer shipments,  i.e.,  demand.  It  choreo- 
graphs work  continuously  from  raw  material 
to  shipments,  i.e.,  flow — instead  of  producing 
batches  of  parts,  subassemblies  or  finished 
products.  You  can  read  about  dft  in  John 
Costanza's  terrific  book  Quantum  Leap.  It 
strips  out  the  fat,  i.e.,  the  nonvalue-added 
work,  that  we  all  carry  around.  What's  left  is 
pure  muscle  and  bone  that  satisfies  cus- 
tomers, rewards  employees  and  creates  value 
for  shareholders. 

dft  reduces  costs,  uses  less  working  capital 
and  shortens  cycle  times — the  number  of  days 
required  to  turn  a  customer  order  into  a  deliv- 
ery. If  this  sounds  too  good  to  be  true,  then 
you  haven't  seen  this  stuff  work.  After  helping 
half  a  dozen  companies  go  through  dft  con- 
version, I  know  it  works. 

Here's  how  DFT  worked  for  a  S60  million 
manufacturing  company  after  one  year:  One- 
time implementation  costs  were  $500,000, 
including  fees  paid  to  outside  personnel  and 
overtime  expenses  for  employees  while  they 
trained.  Annual  operating  expenses  w  ere  per- 
manently reduced  by  $700,000;  inventories 
were  reduced  by  $1  million.  No  wonder  our 
manager  couldn't  produce  an  annual  rate  of 


return  figure  for  the  project. 

With  less  inventory,  there  is  now  so  much 
empty  floor  space  that  the  managers  have  can- 
celed a  $2  million  building  that  was  in  next 
year's  plan.  We  can  now  take  on  new  business 
from  our  existing  customers. 
'  For  the  year  that  just  closed,  the  expense 
reduction  more  than  paid  back  the  out-of- 
pocket  costs  of  the  program.  The  net  savings 
increase  the  equity  value  of  our  business  by 
about  $2.4  million  (six  times  the  $200,000 
improvement  in  cash  flow,  plus  $1.2  million 
reduction  in  debt). 

The  same  calculation  a  year  from  now  will 
show  that  the  money  we  have  already  spent 
on  the  DFT  program  has  improved  equity 
value  by  $8.1  million.  With  the  initial  expens- 
es of  the  program  behind  us,  the  $700,000 

Demand  flow  technology  reduces 
costs,  saves  working  capital  and 
shortens  cycle  times. 


reduction  in  costs  will  all  drop  to  the  bottom 
line,  which  will  add  six  times  that  amount,  or 
$4.2  million,  to  equity  value.  And  the  debt 
will  be  $3.9  million  lower  than  it  would  have 
been  without  dft.  Not  bad  for  a  $500,000 
project  that  paid  itself  back  in  a  New  York 
minute! 

After  the  appropriate  kudos  had  been  dis- 
pensed by  the  board  to  the  chief  executive 
and  his  managers,  I  asked  the  obvious  next 
question.  "If  you  got  these  results  by  spend- 
ing only  $500,000,  why  didn't  vou  spend 
$700,000,  or  a  million?"  The  job  of  a  board  is 
not  only  to  encourage  managers  to  cut 
expenses  and  prune  low-return  assets.  It 
should  also  push  them  to  look  for  high-return 
investments,  i.e.,  those  with  returns  above  the 
firm's  cost  of  capital. 

Extremely  high  returns  on  incremental 
investment  dollars  like  the  ones  from  DFT  are 
one  tip-off  that  a  company  may  be  underin- 
vesting.  The  first  thing  we  do  when  we  buy  a 
business  is  to  perform  a  value  audit,  forcing 
the  numbers  for  a  business  through  our  ana- 
lytical Veg-a-Matic,  then  sifting  through  the 
returns  on  capital  for  each  product,  location 
or  division  to  identify  parts  of  the  business 
that  may  be  candidates  for  expansion. 

In  this  case  the  board  decided  to  spend 
more  money  to  speed  up  implementation  of 
the  dft  program.  The  managers  estimate  they 
are  about  25%  to  30%  converted.  With  the 
additional  resources,  they  should  be  at  100% 
in  a  year,  not  two  years  as  originally  planned. 
Not  spending  money  can  be  as  costly  as 
spending  it  in  the  wrong  places. 
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FIRST-HALF  RESULTS 


TAKING  HURDLES  WITH 
CONFIDENCE 


I  NCOME  BEFORE 
TAXES  UP  14o/o 

VEBA  posted  sales  totaling 
DM  36.6  billion  for  the  first  half  of 
1996  and  increased  Group  income 
before  taxes  over  the  previous 
year's  level  by  14%  to  DM  1,632 
million. 


The  Group's  earnings  growth  was  primarily  driven  by  the 
very  strong  performance  in  the  Electricity  Division,  which  re- 
corded a  notable  rise  in  supply  due  to  cold  weather  conditions 
and  increased  electricity  exports.  Chemicals'  earnings  re- 
mained below  the  figures  reported  for  the  year-earlier  period 
which  benefited  significantly  from  the  then  positive  eco- 
nomic climate;  the  silicon  wafer  business  posted  a  significant 
improvement  in  earnings.  The  Oil  Division's  earnings  were 
slightly  under  the  previous  year's  level.  While  Trading/Trans- 
portation/Services produced  markedly  lower  results  due  to 
adverse  weather  and  economic  conditions  on  the  whole,  the 
electronic  systems  and  components  distribution  and  energy 
services  sectors  generated  significant  earnings  growth.  As 
expected,  Telecommunications  closed  the  half  with  markedly 
higher  startup  losses  than  a  year  earlier. 

Investments  up  15%  on  the  previous 
year 

Capital  expenditures  outpaced  the  previous  year's  spending  by 
DM  271  million  to  reach  DM  2,089  million.  Expenditures  were 


primarily  earmarked  for  Chemicals' 
expansion  of  wafer  production 
capacities  for  the  semiconductor  in- 
dustry and  the  increase  in  RAAB 
KARCHER's  shareholding  in  EBV 
ELEKTRONIK  VERTRIEBSGE- 
SELLSCHAFT  mbH  in  the  electronic 
components  distribution  business. 

Outlook 

Based  on  the  overall  positive  development  experienced  in  the 
first  six  months  of  1996,  reduced  non-recurring  charges  and 
our  continued  efforts  to  improve  cost  structures  and  produc- 
tivity, we  look  with  confidence  toward  achieving  significant 
earnings  growth  for  the  year  as  a  whole.  However,  since  we  do 
not  see  the  economy  revitalizing  in  sectors  affecting  VEBA 
Group's  activities  over  the  course  of  the  second  half,  we  cur- 
rently do  not  expect  to  maintain  the  earnings  growth  at  the  rate 
achieved  in  the  first  half  of  1996. 

If  you  would  like  a  copy  of  the  latest  interim  report,  please 
contact: 

Edelman  Financial,  Elliot  Sloane, 
Phone  (212)  704-8126,  Fax  (212)  768-1025 
or 

VEBA  AG,  Public  Relations, 

Bennigsenplatz  1, 40474  Diisseldorf,  Germany, 

Phone  ++49  (211)  4579-367,  Fax  ++49  (211)  4579-532 


Group  Jan.  1 -June  30,  Jan.  1 -June  30,  Change 

Highlights  1995  1996 

Sales  DM  in  millions. .  36,784   36.588  -  0.5% 

Income  Before  Income  Taxes  .  DM  in  millions. . .  1,436  1.632  +  i3.6°/o 

Capital  Expenditures  DM  in  millions. ..  1,818   2,089  +14.9% 

Employees 

(Dec.  31,  1995/June30,  1996)   125,158  123,255  -  1.5% 


EDITED  BY  JOSHUA  LEUIHE 


As  mass  media  adapt  to  the  computer, 
the  paradigm  changes.  Don't  think  magazines, 
newspapers,  TV.  Think  old-time  saloons 
and  even  the  corner  barbershop. 

A  place  to  chat 


iVillage  founder 
Candice  Carpenter 
and  a  page  from 
Milage's  on-line 
community-oriented 
Web  site, 
Parent  Soup 
"I  don't  even  see 
magazines  as  my 
competition." 


pare nl  S^up 


August  16th.  1996 

Join  the  Conversation 


Casual  Chat  Room 

Our  chat  room  is  open 
24  hours,  7  days  a 
week!  Parents  8re 
always  talking  so  join 


Today's  Live  Events 


D  2pm  Dealing  with  ROD  w 

D  3pm  Nap  Chat  <u/PSrenee 

D  9pm  Daycare  Dilemma  ui/ 

D  11pm  Friday  Night  Fiesl 

Q  Tomorrow's  Chat  Events 


v  Learn  chat  lingo 
»»    Vm  Prizes! 


s~  Veek  at  a  glance 
>-    Tell  us  about  you! 


Feel  like  talking?  Visit 
our  chat  room 


COMMUNITIES  GAMES  NEWSLETTER  MESSAGES  STORE  CLICK  FOR  FILM  FUN! 


PRRENTSOUP 
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WHEN  thk  final  EPISODE  of  Cheers 
aired  in  1993  after  1 1  years  of  warm 
ing  America's  barstools,  80  million 
people  tuned  in  to  bid  farewell  to  the 
cozy  saloon  w  here,  as  the  theme  song 
had  it,  "everybody  knows  your 
name."  The  audience  wasn't  just 
saying  good-bye  to  a  TV  show;  it  w  as 
mourning  the  passing  of  "the  great 
good  place"  of  modern  life,  as  sociol- 
ogist Ray  Oldenburg  called  the  gath- 
ering places  where  communities 
refresh  and  sustain  themselves. 

Yes,  the  old-time  saloon  and  the 
lodges  and  even  the  barbershops  that 
once  provided  places  for  socializing 
are  mostly  gone — but  Oldenburg's 
"great  good  place"  is  recreating  itself 
in  cyberspace.  David  Boylan  is  a  stay- 
at-home  dad  raising  a  9-year-old  and 
a  7-year-old  in  suburban  Chicago, 
and  his  great  good  place  is  called 
Parent  Soup,  a  site  on  the  World 
Wide  Web  and  America  Online. 

In  cyber  parlance,  Parent  Soup  is 
an  "e-zine,"  but  this  ad-supported 
on-line  "community''  looks  and  feels 
more  like  Cheers  without  the  beer  than 
like  a  traditional  magazine. 

"People  are  missing  those  interme- 
diate zones  between  the  hothouse 
intimacy  of  the  family  and  the 
anonymity  of  the  street,"  says  MIT 
Professor  Sherry  Turkle,  author  of 
the  book  Life  on  the  Screen.  "That's 
what  they're  looking  for  on  the  Net." 

Boylan  spends  10  to  15  hours  a 
week  on  Parent  Soup  gabbing  about 
whooping  cough  and  the  Terrible 
Twos,  listening  to  health  experts  like 
Dr.  Bill  and  Martha  Sears  explain  why 
a  kid  keeps  banging  his  head  against 
a  wall.  He  shows  off  proud  cyber- 
photos  of  his  kids  and  responds  to 
the  question  of  the  day  posed  by 
another  Parent  Souper:  what  to  say 
when  your  heartbroken  child  asks 
what  you  will  do  with  the  corpse  of 
his  pet  rabbit  who  just  died.  Sample 
response:  "I  do  think  putting  a  rabbit 
in  the  trash  is  a  bit  harsh.  It  would  be 
nice  to  have  a  memorial  service." 
This  on-line  community  is  plastered 
with  ads,  of  course.  It  is  festooned 
with  on-line  banners  for  advertisers 
like  Polaroid,  Starbucks  and  Nissan. 

"I  really  like  this  place,"  says 
Boylan.  "In  my  nine  years  as  a  stay- 
at-home  dad,  I  spent  a  lot  of  time 
saying  gah-gah,  goo-goo  and  dying 
for  some  intellectual  stimulation.  The 
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camaraderie  is  so  cool — 
you  can't  get  that  from  a 
magazine." 

Note  this  carefully: 
These  successful  on-line 
gathering  spots  are  not 
just  copies  of  the  old  print 
publications,  dispensing 
information  and  knowl- 
edge to  the  masses. 
Tuning  in  isn't  a  passive, 
let-it-wash-over-you  expe- 
rience, like  radio  and  TV. 
As  mass  media  shift  to  the 
computer,  they  become 
truly  interactive,  participa- 
tory. Boylan  has  also  visit- 
ed the  Parenting  maga- 
zine site,  an  on-line 
offshoot  of  the  publica- 
tion. "I  went  through  it  a 
couple  of  times,  and  I 
haven't  been  back,"  he 
says.  Too  much  like  just 
reading  a  magazine. 

Malcolm  CasSelle,  26,  a>enojajS 
started  NetNoir,  an  e-zine 
devoted  to  black  culture,  in  1995, 
just  after  graduating  from  the  com- 
puter sciences  program  at  Stanford 
University.  NetNoir  began  as  a  tradi- 
tional, content-heavy  site,  with  users 
asked  to  pick  which  subjects  they 
wished  to  explore.  Problems.  For 
one  thing,  CasSelle  discovered, 
churning  out  made-to-order  content 
for  a  growing  audience  gets  very 
expensive  very  quickly.  The  average 
content- heavy  site  costs  around  $1.4 
million  a  year  to  support.  "It's  a  fun- 
damental business  issue,"  says  Cas- 
Selle. "But  beyond  that,  it's  harder 
to  create  a  compelling  reason  to 


NetNoir's  Malcolm  CasSelle 
Racist  taunts  galvanized  his  on-line  community. 


come  back." 

To  keep  them  coming  back  and  at 
the  same  time  hold  down  costs,  Net- 
Noir has  been  shifting  steadily  to  a 
community  model.  During  last  year's 
Million  Man  March,  its  traffic  swelled 
to  about  10,000  to  20,000  users  a 
day.  A  small  handful  of  them  came  to 
taunt,  scrawling  "nigger"  across  chat 
screens  and  scurrying  away  before  the 
on-line  watchdogs  who  police  racial 
and  sexual  slurs  could  evict  them. 
This  proved  a  boon  for  NetNoir 
because  it  enraged  the  regulars.  "It 
ended  up  galvanizing  the  entire  com- 
munity and  helped  us  build,"  says 


CasSelle.  Users  came  on  and 
learned  how  to  band 
together  to  drown  out  the 
hatemongers,  swelling  the 
traffic  immensely. 

A  new  design  reflecting  a 
direction  CasSelle  calls 
"community-heavy,  content- 
light"  goes  on-line  this 
month.  Community  doesn't 
mean  stepping  out  of  the 
way  and  letting  users  shoot 
the  cyberbreeze.  In  Net- 
Noir's case,  it  means  Net- 
Noir University,  a  service 
that  offers  on-line  classes  on 
subjects  like  Gullah,  the 
West  Indian  offshoot  cul- 
ture, and  blacks  in  the 
media,  all  under  the  direc- 
tion of  Professor  Anthony 
Lee  of  Cypress  College  in 
Orange  County.  Attendance 
runs  two  to  three  times  as 
high  as  NetNoir's  chat 
groups. 

Does  community  always 
trump  content?  It's  tough  to  prove. 
But  there  are  signs  that  print  moguls 
who  are  just  looking  for  a  way  to  run 
their  let-me-tell-you-how-it-is  maga- 
zine articles — like,  say,  this  one — 
through  the  cyberblender  will  be  the 
misfits  of  the  Net. 

On  America  Online,  23%  of  mem- 
bers visiting  one  of  the  seven  parent- 
ing areas  spend  time  in  Parent  Soup, 
while  only  6%  of  them  visit  Parent- 
ing's  site.  Before  Time  dropped  out 
of  America  Online,  the  chat  rooms, 
message  boards  and  interactive 
exchanges  that  enliven  the  popular 
Motley  Fool  personal  finance  site 


About  NetNoir 


G»t  A  v.  i  j  With  NN! 
Click  Vhit's  New! 


rJoWNLOADS?)  Conversatioh) 


Join  dj  &  webmaster  Douay 
0.  in  hi*  Hip  Nop  thol  an 
Monday  nightsi 

Ploy  the  A.C.  fuller  Sport* 
Irluio  Gam*  in  'rBot'  time 
today,  I 

Find  helpful  htnU  on  HBCU 
financial  aid  ond  admissions, 
information! 

Check  out  theNN 
Business /Professional 
Oirectoryl 


NetNoir 
Sponsors 


Koywertf:  NetNoir 

Shopping}  Index) 


Mario 

Chat!  Tuesday! 

5  Cltck 
this 

i  Graphtcl 

Mario  Van  Peebles   

CLUB  NETNOIR 

BLACK  DIRECTORIES 

"BLACK"  AOL 

SEARCH 


R 


INTERACT! 

e 

o 

What's  in  Interact)? 

Interact!  Message  of  The  Week 
The  NetNoir  Help  Desk 

NEWS 

DAILY  EVENTS 

n 

Communty  Chat 
Downloads 
NetNoir's  Dally  Poll 

SPOTLIOHT 

m 

DEPARTMENTS 

NetNoir's  Love  Poll 

THE  BLACK  WEB 

FUN  *.  GAMES 

SHOPPING 

SPONSORS 

LfE,  STYLES  &WTERESTS  »       CHAT  |      MESSAGES  J 

The  old  NetNoir  (left),  with  its  emphasis  on  subject  matter,  and  a  new  page  designed  to  encourage  more  interaction 
Betting  that  community,  not  content,  will  be  king  of  the  Web. 
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Today's  methods  of  managing  MRO  (maintenance,  repair  and  operating)  inventory  usually  result 
in  heavy  costs.  Costs  that  eat  into  your  bottom  line.  The  way  of  the  future  is  the  GISO  way. 

GISO  (Grainger  Integrated  Supply  Operations)  can  drive  down  your  MRO  costs  with  an  unbeat- 
able array  of  vendor-managed  services. 

At  GISO,  we  work  with  you  to  completely  re-think  your  MRO  system.  Streamline  your  acquisition 
processes,  simplify  complex  purchasing  and  billing  methods,  and  manage  your  MRO  inventory  on-site 
while  reducing  it  by  as  much  as  60%. 

With  GISO's  help,  you  can  boost  productivity,  lower  your  total  costs  and  significantly  improve  your 
profitability. 

For  tomorrow's  business  executives,  GISO  will  be  simply  standard  f«»  J|  [MfFD 
operating  procedure  Why  not  make  it  yours  now'.'  (lull  1-800-695-8588  *&K£**£iB%aJbK 

ext.  1654  and  we'll  show  you  how.  Integrated  Supply  Operations 


http://www.grainger.com 
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Reduce  Risk 
Every  Step  Of  The  Way. 


U.S.  Treasury  Laddered 
Maturities  Series 


By  investing  in  U.S.  Treasury 
securities  with  staggered  maturity 
dates,  this  fund  creates  an  "invest- 
ment ladder"  that  reduces  the 
impact  of  interest  rate  fluctuations. 
The  "ladder"  also  helps  step  up 
your  return  over  short-term  T-bills. 

Along  with  a  predetermined 
portfolio  and  maturity  date,  the 
fund  offers  you: 

•  A  higher  overall  yield  than 
CDs  and  money  market  hinds* 

•  AAA-rated  bonds 

•  State  tax-exempt  monthly 
income  and  annual  principal 
payments 

•  Principal  and  interest  of  the 
treasuries  are  backed  by  the 
full  faith  and  credit  of  the 
U.S.  Government 

•  Maturities  of  1-5  or  6-10  years 

Call  Defined  Asset  Funds  today  for 
our  free  U.S.  Treasury  Guide  which 

describes  in  greater  detail  how 
laddered  U.S.  Treasury  investments 
can  help  you  reduce  risk. 

1-800-562-2926  ext.  681 


Buy  With  Knowledge. 


efined  Asset  Funds5 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

^Unlike  CDs  and  money  market  funds, 
value  fluctuates  and  the  fund  is  not  insured. 
A  free  prospectus  containing  more  complete 
information  on  any  U.S.  Treasury  Laddered 
maturities  Series,  including  all  charges  and 
expenses,  is  available  from  any  of  the  above 
sponsors.  Read  the  prospectus' carefully 
before  investing.  Minimum  investmettt  is 
$1,000  ($250  for  an  IRA). 

©  1996  Merrill  Lynch.  Pierce,  tenner  &  Smith  Inc.  Member  SIPC. 


So  mhat  if  theudo  own  you 


company  life 


need  a  raise? 
Ask  the  Career 
Coach  about  negotiating 
your  salary.  >» 


/wollK/ 


Toar  horoscope'*  right 


Post  a  R»*pon»e' 


Tour  Confession 

Bill'*  new  idea  w»*  ripped  olt 
by  hi*  own  company1 

Career  Coach 

Network,  network,  network 


a  Enter  to  Uin  $2500! 
gj   Resource  Center 
Q  Company  L  i  fe 
o   Joke  of  the  Day 
0  Join  the  Career  Shifter 
QQ  Cool  Biz  Quotes! 


I*  your  toes 
like  thi*  jerk? 


The  Bold  t  the 
Bankrupt! 


out  of  work 


I  chat]    [messages)      (sbqp)     I  feedback) 
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A  page  from  Milage's  new  About  Work  Web  site 

If  surfers  flock  to  communities,  so  will  advertisers  like  Starbucks. 


pulled  in  39%  more  traffic  than  the 
newsmag's  computer  version. 

Geocities,  a  series  of  on-line  com- 
munities, was  the  second-most-used 
Internet  service  provider  after 
Netscape  in  PC-Meter  L.P.'s  second- 
quarter  Web  sweeps,  with  an  audi- 
ence greater  than  Time  Inc.  New 
Media's  Pathfinder  site.  In  all,  the 
AOL  areas  with  print  magazine  brand 
names  score  in  the  bottom  quintile 
for  viewers. 

Traditional  publishers  will  have  to 
adapt,  and  it  won't  be  easy.  "Tradi- 
tional magazines  already  have  too 
much  invested  in  their  readership 
franchises,"  says  Lawrence  Burstein, 
the  former  publisher  of  Esquire,  who 
is  senior  vice  president  and  director 
for  consumer  advertising  for  Soft- 
bank's Ziff-Davis  unit.  "They're  just 
looking  for  another  way  to  spin  the 
content  they  already  have." 

"The  real  stars  of  the  medium  will 
function  more  like  bartenders  than 
journalists,"  says  AOL  President  Ted 
Leonsis.  "They'll  pour  you  a  drink, 
say  'How  'bout  those  Yankees?'  and 
walk  away.  The  concept  used  to  be 
that  content  is  king.  The  thinking 
now  is  that  community  is  king." 

AOL  has  put  $4  million  into  Parent 
Soup's  parent,  iVillage,  a  one-year- 
old  startup  that  aims  to  launch  a  vari- 
ety of  communities  on  the  Web. 
About  Work,  an  iVillage  community 
devoted  to  career  issues,  went  up  on 
the  Web  in  July,  and  a  lifestyle  com- 


munity called  Virtues  &  Vices  is  due 
later  this  fall.  iVillage  is  bankrolled  to 
the  tune  of  $13  million,  $9  million  of 
that  from  investors  that  include  TCI 
and  Kleiner  Perkins  Caufield  &  Byers. 

A  big  problem  remains:  Where's 
the  revenue  coming  from  to  support 
these  communities?  The  typical  mag- 
azine or  newspaper  gets  50%  to  70% 
of  its  revenues  from  advertising.  Total 
ad  revenue  on  the  Net  was  about  $50 
million  last  year,  and  will  probably  be 
anywhere  from  $50  million  to  $100 
million  this  year.  Compare  that  with 
print  media's  $45  billion  and  TV's 
$36  billion  and  radio's  $11  billion. 
"No  one's  making  any  money  off  this 
now,  but  community  is  where  the 
most  promising  advertising  opportu- 
nities are  going  to  be,"  says  Douglas 
Mackenzie,  a  partner  in  Kleiner 
Perkins  Caufield  &  Byers,  which  is  an 
investor  in  iVillage.  "The  thing  that's 
going  to  get  the  ad  revenues  is  the 
relationships  you  build  between  the 
Web  site  and  the  participant." 

iVillage  is  building  as  fast  as  it  can 
to  become  one  of  the  first  communi- 
ty brands  on-line.  "I  don't  even  see 
magazines  as  my  competition  any- 
more," says  Candice  Carpenter.  She's 
the  onetime  professional  rock  climber 
and  former  head  of  Barry  Diller's  Q2 
home  shopping  network  who  found- 
ed iVillage.  "But  we've  got  to  move 
fast.  I  go  to  sleep  worrying  some- 
one's going  to  leave  cleat  marks  on 
my  face  before  I  wake  up."  ■■ 
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The  fundamentals  look  great. 

The  world's  population  is  ex- 
panding. People  gotta  eat.  And 
people  are  eating  better,  particularly 
within  the  emerging  economies  of 
Asia.  This  demand  for  more  and 
better  food  and  grain  drives  the 
demand  for  more  fertilizer.  We  are 
supplying  that  demand.  And  there  are 
no  new  significant  fertilizer  suppliers 
on  the  horizon. 

Freeport-McMoRan  Inc.  is  one 
of  the  world's  leading  integrated 
phosphate  fertilizer  producers.  As  the 
largest  and  one  of  the  lowest-cost 
producers  of  phosphate  fertilizers  in 
the  world,  Freeport-McMoRan's  affil- 
iate, IMC-Agrico  Company,  produces 


World  Grain  Demand  Forecast 
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approximately  35%  of  the  phosphate 
fertilizers  made  in  the  United  States, 
which  represents  1 3%  of  the  world's 
production.  Phosphate  fertilizer  is 
a  commodity  with  global  demand 
and  its  market  price  has  increased 
significantly  in  the  last  three  years. 


Our  annual  revenue  from  this 
business  has  more  than  doubled  in 
the  last  ten  years.  Through  timely 
acquisitions  and  increased  effi- 
ciencies, we  have  achieved  a  55% 
increase  in  production  levels.  Greater 
supply  to  meet  greater  demand. 

We  invite  you  to  learn  more 
about  Freeport-McMoRan  Inc. 
and  Freeport-McMoRan  Resource 
Partners  and  how  we  are  managing 


our  success. 


Freeport- 
McMoRan 

A  Natural  Leader® 


For  a  copy  of  our  Annual  Report,  call  1-800-530-1994  or  write  Freeport-McMoRan  Investor  Relations.  Dept.  C-5.  P.O.  Box  61 1 19,  New  Orleans.  LA  70161. 
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Gable  guy 

An  attractive  wallflower  in  the  cable  consolidation 
game  is  Woodbury,  N.Y.-based  Cablevision  Systems, 
with  2.8  million  subscribers  in  the  New  York,  Boston 
and  Cleveland  areas.  But  the  real  gem  is  its  Rainbow 
Programming  unit.  It  includes  the  classic  movie  chan- 
nel amc,  arts  network  Bravo  and  others  (see  table),  and 
is  a  third  of  Cablevision's  $2.5  billion  acquisition  value. 

For  that,  Cablevision  shareholders  can  thank  Joshua 
Sapan,  45.  At  Rainbow  since  1987  after  almost  a 
decade  in  marketing  and  programming  at  Showtime, 


Joshua  Sapan  of  Rainbow  Programming 

Proving  the  likes  of  Olivier  and  Hepburn  still  draws  crowds. 


Rainbow  Programming  Holdings 
1996  private  market  valuation 


Assets  Ownership 
(%) 

^  i  ihcfriKorc 
OUUbLllUcf  3 

(mil) 

interest 
($mil) 

AMC 

"7  CO/ 

D/.U 

A  C  "7 

$45/ 

Bravo 

OU 

by 

Cable  advertising 

100 

M  A 

1 1 
1 1 

Independent  Film  Channel 

50 

1  K 

1.0 

r 
0 

MuchMusic 

50 

Z.5 

y 

News  12  Long  Island 

100 

0.7 

0 

Other  news 

100 

0.3 

0 

SC  Cincinnati 

50 

1.6 

20 

SC  Florida 

25 

1.2 

7 

SC  New  England 

50 

1.5 

19 

SC  NYC 

100 

2.8 

151 

SC  Ohio 

50 

1.5 

19 

Minority  investments 

278 

Less  debt 

-227 

Total 

$819 

NA:  Not  applicable. 

Source:  Jessica  Reif.  Merrill  Lynch. 

he's  increased  amc  subscribers  sixfold,  to  57  million, 
and  has  taken  Bravo  from  a  350,000-subscriber  pay 
channel  to  a  23-million-subscriber  free  one — mostly  by 
shuffling  content.  "They  became  branded  rather  than 
an  inventory  of  programming,"  he  says. 

Chief  executive  since  last  November,  Sapan  has  ambi- 
tious plans.  He's  pushing  overseas  with  Bravo  Canada 
and  Latin  America  and  has  launched  regional  sports 
and  news  channels.  In  the  works:  regionals  on  self-help, 
storytelling  and  weather.  Sapan  also  wants  to  own  con- 
tent. So  he's  signed  Tim  Robbins  and  Spalding  Cray  to 
make  movies  for  the  Independent  Film  Channel. 


Kelleher  clone.5 

College  dropout 
Jonathan  Ornstein,  39, 
has  been  an  aviation 
junkie  ever  since  he  can 
remember.  At  age  12  he 
even  wrote  letters  to  the 
heads  of  South  American 
governments  asking  if 
they  had  any  spare  World 
War  II  warplanes  for  sale. 

Now  Ornstein  has  real 
money  to  play  with.  As 
chief  executive  of  Richard 
Branson's  newly  minted 
Virgin  Express,  he's 
building  an  intra-Euro- 
pean  airline  poised  to  cap- 
italize on  deregulation: 
Next  year  European  carri- 
ers will  be  free  to  bid  for 
routes  that  don't  originate 
or  terminate  on  their 
home  turf — and  also  to 


compete  on  pricing. 

Ornstein  has  all  the 
right  credentials.  He 
capped  management  stints 
at  Air  L.A.  and  Mesa  Air 
by  tackling  a  major  turn- 
around at  Continental 
Express  starting  in  1994. 
"Our  flight  attendants  had 
more  supervisors  than  the 
average  kindergarten 
class,"  he  says. 

Cutting  Continental 
Express'  staff  by  26%,  to 
1,700,  and  fine-tuning 
capacity,  Ornstein  had  the 
airline  in  the  black  within 
four  months. 

To  form  Virgin  Express' 
core,  in  Mav  Ornstein 
acquired  90%  of  $200  mil- 
lion (expected  1996  sales) 
Brussels-based  Eurobel- 
gian  Airways  for  $60  mil- 


lion in  cash.  He  plans  to . 
expand  the  14-plane  fleet 
to  20  by  year-end  1997 
and  add  Madrid -Rome 
and  Barcelona-Milan 
flights,  among  others. 

"We're  looking  to 
create  a  low-cost  alterna- 
tive for  business  and 


Jonathan  Ornstein 
From  Herb's  mouth 


leisure  travelers,"  he  says. 
"That's  taken  out  of  the 
mouth  of  [Southwest 
cofounder]  Herb  Kelleher 
because  that's  what  we're 
trying  to  do."  m 
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The  all  new  6 ,500  nm  Gulfstream  V.® 
Firs  ."  customer  deliveries  scheduled  for  later  this  year. 


AMERICA  WORKS 


America  works.  For  reasons  first  declared 
I  by  our  founding  fathers  on  July  4th,  1776, 
some  220  years  ago.  At  Gulfstream,  we  hold 
dear  the  principles  this  country  was  founded 
upon  and  we  embrace  the  American  spirit 
at  work. 

America  works  because  we  are  taught 
to  compete  fairly.  Not  to  be  discouraged 
in  the  race  of  adversity,  but  to  revel  in  a 
challenge.  Not  to  begin  a  fight.  But  to 
finish  one  —  always. 

At  Gulfstream,  we  rally  for  a  fair  fight. 
|  Our  competition  has  made  us  better, 
[stronger,  more  productive.  Every  day,  all 
over  the  world,  Gulfstream,  along  with  a 
host  of  other  American  companies,  has  to 
compete  against  government  subsidized 
i foreign  entities.  Still,  we  have  prospered 
mightily.  The  legendary  Gulfstream  IV-SP 
continues  to  be  the  leading  large  cabin, 
intercontinental  jet  in  the  wor  Id.  And 


orders  for  the  revolutionary  6,500  nm 
Gulfstream  V  stretch  to  the  end  of  this 
century.  The  result  is  not  merely  world 
market  dominance,  but  global  leadership. 

America  works  because  we  have  a  will 
not  just  to  succeed.  But  to  lead.  To  forge 
new  trails.  To  pioneer  new  technology.  To 
fly  higher.  Go  farther.  Set  new  standards. 

Since  we  rolled  out  the  inaugural 
Gulfstream  I  in  1959  —  the  first  corporate 
aircraft  of  its  type  and  size  designed  specifi- 
cally for  business  use  —  Gulfstream  has 
continued  to  set  aviation  standards  both  in 
the  U.S.  and  abroad.  Our  jets  presently  hold 
nearly  200  world-class  aviation  records. 
And  now,  with  the  amazing  results  of  our 
flight  test  program  for  the  ultra  long-range, 
large  cabin,  Gulfstream  V,  more  records  are 
sure  to  follow  shortly — as  are  first  deliveries 
scheduled  for  later  this  year. 

At  Gulfstream,  we  put  nearly  4,600 


Americans  to  work  every  day.  Americans 
bound  together  by  a  desire  to  achieve. 
Americans  diverse  in  heritage  and 
background,  continuously  made  better  by 
their  interaction  with,  and  influence  upon, 
one  another.  The  outcome?  A  35-year  old, 
entrepreneurial  success  story.  A  company 
with  the  long-standing  reputation  or 
consistently  producing  one  of  the  world's 
finest  products. 

Only  in  America  could  the  Gulfstream 
story  be  a  reality.  Only  in  America. 

For  information  on  the  legendary  Gulfstream  IV-SP, 
or  to  request  our  new  54-page  brochure  on  the 
revolutionary  Gulfstream  V,  contact  Bill  Boisture, 
President,  Gulfstream  Aircraft  Incorporated,  P.O.  Box 
2206,  MS  B-02,  Savannah,  GA  5W12206  or  cd, 
(912)  965-5555. 

Gulfstream 


COMPUTERS/COMMUNICATIONS 


Eugene  Troubetzkoy  worked  on  radiation  physics  for  the  bomb  designers  at  Los 
Alamos.  Now  he  makes  animated  telephone  cords  sparkle  on  your  television  screen. 

Beating  neutrons 
into  photons 


By  Nikhil  Hutheesing 

MARILYN  Monroe  may  star  in  a  new 
movie.  We're  not  kidding.  The  tech- 
nology is  not  yet  in  place  to  make  a 
lifelike  human  figure  with  computer 
animation,  but  we're  getting  there 
fast.  If  you  need  convincing,  see  Joe's 
Apartment,  a  movie  distributed  in 
July  by  Warner  Bros. 

The  movie  blends  real-life  actors 
with  computer-generated  ones  so 
realistic  that  even  the  director,  John 
Payson,  says  he  cannot  tell  them 
apart.  The  actors  we're  talking  about 


are  cockroaches.  Okay,  they  aren't 
Marilyn,  but  they  sure  are  real-look- 
ing, more  real  than  the  imaginary 
dinosaurs  in  Jurassic  Park,  more 
living  than  die  wooden  toys  of  Pixar's 
Toy  Story. 

For  these  six-legged  computer  bugs 
you  can  thank  Eugene  Troubetz- 
koy, a  65 -year-old  physicist  who  has 
spent  a  good  part  of  his  career  on 
nuclear  radiation  but  now  does  com- 
puter animation  for  TV  ads  and  fea- 
ture movies.  What's  the  connection 


between  atom  bombs  and  animation? 
A  trick  called  ray  tracing. 

In  an  atomic  context,  you  use  a 
computer  model  to  simulate  the 
tracks  of  nuclear  particles  as  they  fly 
from  a  fissioning  nucleus  and  ricochet 
off  barriers  of  metal  or  concrete.  In 
animation,  the  goal  is  to  model  the 
tracks  of  more  innocuous  rays — rays 
of  visible  light  as  they  scatter  off  an 
animated  object,  like  a  bouncing  ball 
or  a  scurrving  insect.  In  both  cases, 
extremely  powerful  computers  are  in 


Cockroaches  on  the 
big  screen; 

sparkling  Braun  shaver; 

Post's  Cranberry  Almond  Crunch 

Animation  never  looked  so  real. 


order;  billions  of  calculations  must 
be  made. 

Troubetzkoy,  a  Russian  prince 
whose  family  fled  to  Paris  just  ahead 
of  the  revolution,  got  undergraduate 
degrees  in  France  and  a  doctorate  in 
theoretical  physics  at  Columbia.  After 
about  a  decade  of  doing  mathemati- 
cal modeling  for  defense  contractors, 
he  joined  five  partners  in  founding 
Blue  Sky  Studios,  Inc.,  a  Harrison, 
N.Y.  firm  that  does  custom  anima- 
tion. The  nine-year-old  firm  had  just 
S6.3  million  in  revenue  in  its  last 
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Trompe  I'oeil 


Light  source 


Ray  firing  through  current  pixel 


Image  plane 

Source:  Blue  Sky  Studios 


Ray  tracing  works  like  a  camera  in  reverse. 
By  examining  how  light  bounces  off 
an  object,  ray  tracers  can  make 
an  animated  billiard  ball  look  real. 


fiscal  year,  but  it  has  been  in  the  black 
for  three  years  and  is  growing  at  50% 
a  year.  Blue  Sky  software  has  been 
used  in  over  200  commercials,  and 
the  cute  little  roaches — who  dance 
around  Joe's  toilet  bowl  and  swing 
from  his  chandelier — should  bring  in 
some  more  business. 

Troubctzkoy's  software  works  by 
simulating  the  way  light  plays  off 
objects  in  the  real  world.  That  is,  the 
program  does  what  Vermeer  did, 
except  that  Vermeer  used  a  brush 
while  Blue  Sky  uses  a  Silicon  Graph- 


ics Indy-R5000  computer  that  cranks 
out  360  million  floating-point  oper- 
ations per  second  (megaflops). 

Blue  Sky,  with  just  five  program- 
mers on  staff,  does  not  create  all  its 
own  software.  It  makes  extensive  use 
of  such  commercially  available  pack- 
ages as  Softimage,  a  Microsoft  prod- 
uct that  can  make  an  object — say,  a 
ball  rolling  across  the  ground — move 
properly  from  frame  to  frame.  Blue 
Sky's  software  focuses  on  the  lights 
and  shadows. 

First,  an  animator  sculpts  in  3-D  an 
object  on  the  computer — say,  an 
orange  juice  glass.  Then  the  animator 
applies  the  correct  material  properties 
of  a  glass  to  the  image.  Once  set,  the 
program  fires  simulated  light  rays  at 
the  computer  image.  The  computer 


calculates  the  amount  of  light  that 
should  reflect  back,  as  a  function  of 
the  season  of  the  year,  how  distant 
the  glass  is  from  other  objects  in  the 
scene  and  whether  the  surface  is  clear 
or  opaque,  among  many  other 
things.  Those  calculations  give  the 
juice  glass  just  the  right  amount  of 
illumination — which  is  the  difference 
between  appearing  real  and  unreal 
(see  diagram). 

The  business  did  not  get  off  to  a 
smooth  start.  A  predecessor  firm  to 
Blue  Sky  landed  a  contract  with  Walt 
Disney  to  do  the  animation  for  the 
1982  movie  Tron.  But  the  movie 
bombed,  and  the  animation, 
although  slick  at  the  time,  took  too 
long  to  come  out  of  the  computer. 
"The  software  gave  beautiful  images, 
but  it  took  hours  to  get  one  frame  of 
animation,"  remembers  Robi  Ron- 
carelli,  president  of  Pixel,  a  market 
research  company  that  tracks  the 
computer  animation  industry. 

David  Brown,  a  marketing  execu- 
tive at  CBS  Fox  Video,  quit  his  job  in 
1986  to  run  the  struggling  animation 
business,  along  with  Troubetzkoy 
and  Carl  Ludwig  (now  vice  president 
of  research  and  development).  "We 
knew  the  underlying  technology  had 
the  potential  to  change  computer  ani- 
mation," says  Brown,  who  tried  to 
raise  venture  capital.  But  then  came 
the  crash  of  1987,  and  he  couldn't 
raise  a  dime. 

Blue  Sky  might  have  failed  but  for 
some  clever  new  algorithms  from  the 
physicists  who  speeded  up  the  soft- 
ware. Also,  faster  silicon.  Dollar  for 
dollar,  chips  run  almost  18  times  as 
fast  today  as  they  did  in  1987.  When 
the  computations  got  fast  enough, 
animation  found  a  following  on 
Madison  Avenue.  Advertisers  often 
found  it  was  cheaper  to  let  Blue  Sky 
blow  up  a  computer  image  of  a  car 
than  to  explode  a  real  car.  Also,  you 
can't  get  a  real  telephone  cord  to  ape 
a  human,  which  is  what  a  Blue  Sky 
cord  does  in  a  Bell  Atlantic  spot. 

It  is  just  as  well  for  the  founders 
that  they  couldn't  land  any  venture 
capital.  They  ended  up  keeping  the 
business  alive  with  $155,000  of  their 
own  money  and  never  gave  up  equity 
to  outsiders.  If  die  privately  held  Blue 
Sky  could  fetch  Pixar's  lofty  multiple 
of  sales,  it  would  be  worth  a  quarter 
of  a  billion  dollars.  m 
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THERE'S  A  PLACE  WHERE  WALLS  BETWEEN 

OFFICES  ARE  REPLACED 

BYWORDS 

)j  /§  / here  questions  never  go  unanswered. 

v        Where  the  people  you  need  to  find  can  always  be  found. 

Where  information  forever  eludes  the  bottleneck. 
And  misunderstanding  has  taken  a  leave  of  absence. 

IT'S  A  PLACE  CALLED  THE  INTRANET. 

And  you  can  take  your  business  there  on  a  Macintosh, 


As  VP  and  resident  visionary  for  QUALCOMM-one  of  the  brightest  stars  in  digital  wireless  communications -Tom  Lafleur  is 
finding  innovative  ways  to  stay  ahead  of  his  company's  phenomenal  growth  with  the  help  of  the  Worldwide  Web  and  Apple 
Macintosh' computers.  In  fact.Tbm  started  QUALCOMM's  Intranet  by  running  one  of  their  own  products  on  a  Mac"-  Eudora',  *=: 
which  has  since  become  the  most  popular  e-mail  software  for  the  Net.  Today,  people  are  using  Macintosh  to  easily  create 
web  pages  and  share  details  of  their  projects  with  the  rest  of  the  organization.  So  engineers  have  instant  insight  into 
manufacturing  problems,  can  pull  up  drawings  and  quickly  resolve  issues.  Which  has  slashed  the  need  for  paper.  Cut 
support  costs.  And  sparked  unprecedented  collaboration.  Not  to  mention  knocking  a  few  walls  down  along  the  way. 


For  more  information  on  Apple  products  and  solutions,  or  to  subscribe  to  our  electronic  newsletter,  visit  us  at  www.solutions.apple.com/intranet  ! 


Board  of  Puslees.  licensed  to  QUA&GQHM  Incorfnrafed  All  Macintosh  computers  are  designed  to  b$  nccewblc  to  mdntttuah  wtth  timhthty  Vi  learn  more  ICS  only),  call  800  600  7808  or TT) #00  755  0601 


PARAMETERS 

Bandwidth  bonanza 


BY  ANDREW  J.  KESSLER 


Andy  Kessler 
is  a  general  partner 
of  Velocity  Capital 
Management,  a 
technology  and 
communications 
investment  company 
in  Palo  Alto,  Calif. 
akessler@velcap.com 


Here's  the  great  bandwidth  debate.  George- 
Gilder  says:  High-speed  data  lines  for  the 
masses  are  just  around  the  corner.  Bill  Gates 
says:  Not  so  fast.  We  must  learn  to  live  with 
medium-speed  lines  for  our  Internet  connec- 
tions for  years  to  come. 

It's  certainly  the  case  that  right  now  very 
few  households  have  really  fast  connections 
for  their  computers.  An  off-the-shelf  modem 
from  U.S.  Robotics  can  deliver  not  quite  29 
kilobits  of  data  per  second.  Plenty  good 
enough  for  text,  but  positively  soporific  if  you 
are  trying  to  download  video. 

ISDN  lines  go  about  five  times  as  fast,  but,  at 
least  in  my  neighborhood,  there's  a  six-week 
waiting  list  to  get  them.  Serious  Internet  fans 
may  go  for  a  T-l  line  (about  50  times  as  fast  as 
plain  old  telephone  service),  but  the  waiting  list 
is  even  longer,  and  you're  talking  about  a  sig- 
nificant outlay  now,  maybe  $400  to  $1,000  a 
month.  Not  the  thing  you  would  order  just  so 
your  kids  can  find  all  the  Godzilla  home  pages. 

So  what's  around  the  corner?  Is  the  world 
about  to  be  flooded  with  bandwidth,  as  Gilder 
says,  or  is  bandwidth  a  scarce  resource  to  be 
rationed? 

My  sense  is  that  we  are  on  the  threshold  of 
a  major  shift,  in  which  the  supply  of  band- 
width will  explode  and  the  price  will  collapse. 
The  three  motive  forces  are  deregulation, 
competition  and  technology. 

Deregulation:  This  year  Congress  enacted  a 
sweeping  deregulation  that  will  have  an 
impact  on  all  phone  services,  from  plain  voice 
to  wireless  data.  Local  phone  companies  can 
compete  in  long  distance  as  soon  as  they  open 

A  T-l  at  $1,000  a  month? 
You  wouldn't  order  it 
just  so  your  kids  can  find 
all  the  Godzilla  home  pages. 

up  their  markets  so  that  long  distance  players 
can  compete  locally. 

Competition:  Cable,  local  phone  and  long 
distance  phone  companies  are  going  to  burst 
into  one  another's  businesses.  I  welcome  the 
free-for-all.  A  little  competition  would  go  a 
long  way  out  here  in  eliminating  the  backlog 
on  ISDN  orders. 

Technology:  Inventors  have  figured  out 
how  to  pull  10  megabits  per  second  from  a 


cable  television  coaxial  line.  They've  even  had 
some  stunning  success  extracting  data  from 
ordinary  copper  phone  lines,  as  much  as  6 
megabits  per  second.  The  latter  technology  is 
expensive,  running  $500  or  more  at  each  end 
of  the  phone  line,  but  it's  going  to  get  a  lot 
cheaper.  My  firm  recently  put  venture  capital 
into  a  company  promising  a  system  for 
moving  up  to  2  megabits  per  second  over 
three  miles  of  copper  wire,  at  an  equipment 
cost  of  only  $100  at  each  end. 

Fiber  technology'  seems  to  know  no  bounds. 
Take  an  old  fiber  line  designed  to  handle  2.5 
gigabits  per  second — 100,000  phone  calls — 
and  throw  some  new  equipment  on  each  end. 
Now  you  have  a  10-gigabit  line,  at  very  little 
incremental  cost.  Capacities  will  double  and 
quadruple  again  in  the  next  four  years. 

Never  underestimate  the  ingenuity  of  a 
motivated  supplier.  How  did  we  solve  the  oil 
crisis?  We  got  electronic  fuel  injection  for  our 
cars,  thicker  insulation  in  our  walls,  offshore 
drilling  platforms  that  could  operate  in  deeper 
water  and  new  ways  to  inject  life  into  tired  oil- 
fields. The  duration  of  the  known  supply  of 
oil  doubled,  to  80  years.  In  a  similar  way  we 
are  redefining  the  known  capacity  of  commu- 
nications lines. 

As  prices  fall,  you  create  new  customers  that 
never  existed  before.  What  would  happen  if 
moving  data  got  very,  very  cheap?  Perhaps 
every  phone  call  would  be  a  picture  phone 
call,  every  Web  user  would  come  to  expect 
video,  every  office  worker  would  have  a  secu- 
rity video  camera  trained  on  his  suburban 
doorstep  and  connected  to  a  window  on  his 
desktop  computer. 

You  can't  predict  all  of  the  new  applications 
that  will  be  created.  At  the  time  of  the  intro- 
duction of  the  IBM  PC  in  1981,  with  its  pid- 
dling 64K  of  memory,  nobody  thought  of 
desktop  publishing,  videogames  or  Web  surf- 
ing as  the  main  applications,  although  every- 
one did  mention  balancing  his  or  her  check- 
book. Market  researchers  at  IBM  predicted  the 
IBM  PC  would  sell  250,000  units  over  the  life 
of  the  product.  There  are  now  more  PCs  than 
that  sold  every  business  day. 

Semiconductor  costs  have  been  declining  at 
a  steady  30%  annual  rate.  I  predict  that  we  will 
witness  a  similar  exponential  decline  in  band- 
width costs,  and  I  won't  be  surprised  if  the 
same  magical  30%  number  prevails.  A  flood  of 
bandwidth  is  coming.  Maybe  not  the  flash 
flood  that  Gilder  envisions,  but  a  flood 
nonetheless.  H 


180 


Forbes  ■  September  9,  1996 


THE  OFFICIAL 
COMMUNICATIONS 
COMPANY  OF 
THE  DEMOCRATIC 
NATIONAL 
CONVENTION. 


Ameritech  is  proud  to  be  the  exclusive  provider  of  everything  from  local  phone 
service,  cellular,  and  data  transmission  to  network  video  services  for  the  Convention. 
If  we  can  make  this  guy's  communications  clear,  imagine  what  we  can  do  for  yours. 

www.chicago96.org  ©1996  Ameritech  Corp. 
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Inventor  Paul  Hunt  is  180  degrees  out  of  phase  with  the  rest  of  the  modem 
industry.  That's  how  he  discovered  a  nifty  little  business  in  meter  readers. 

Out  of  the  woods 


By  Suzanne  Oliver 


Paul  Hunt  sits  in  the  living  room  of 
his  cluttered  Pequot  Lakes,  Minn, 
home  and  struggles  to  pull  a  brush 
through  his  white  hair,  which  stands 
on  end  as  if  electrified.  It  is  July,  yet 
plastic  greenery  hangs  over  a  window, 
and  the  lights  shine  on  a  Christmas 
wreath  over  the  fireplace.  A  bit  odd? 
Paul  Hunt,  who  looks  like  a  caricature 
of  a  mad  scientist,  has  no  self-con- 
sciousness about  his  oddness.  Nor 
does  his  wife,  Lynn,  president  of  Hunt 
Technologies,  who  sits  on  the  floor, 
humming  as  she  clips  her  toenails. 

This  backwoods  couple  has  aston- 
ished the  utility  industry  with  a  prod- 
uct as  unconventional  as  they  are.  It  is 
an  automatic  electric  meter  reader  for 
rural  areas.  In  an  age  when  speed  is 
everything — or  almost  everything — 
this  odd  couple's  odd  product  is  basi- 
cally a  very,  very  slow  modem.  It  is 
called  the  Turtle  because  it  is  so  slug- 
gish— requiring  a  whole  day  to  send 


its  reading  along  a  power  line  from  a 
meter  to  a  utility  substation. 

The  tradeoff  for  its  lack  of  speed  is 
economy.  At  $75  a  residence,  the 
Turtle  costs  less  than  half  the  price  of 
most  competing  products.  "With  the 
world  going  faster — more  channels 
on  cable  TV,  faster  computers  and 
modems — nobody  considered  that  a 
microprocessor  could  help  you  go 
slower,  too,"  says  Paul  Hunt,  42.  He 
and  his  wife  founded  the  company  to 
build  and  market  the  product.  Rural 
electric  co-ops  from  Alaska  to  Florida 
are  installing  the  Turtle,  and  sales  will 
easily  reach  $4  million  this  year. 

How  did  Paul,  whose  father  was  a 
carpenter,  and  Lynn  Hunt,  whose 
parents  ran  carnival  games,  build  a 
business  in  an  industry  dominated  by 
much  bigger  companies  like  CellNet, 
Itron,  Asea  Brown  Boveri  and  Gener- 
al Electric?  Call  it  a  triumph  of  old- 
time  Yankee  resourcefulness  over  cor- 


Hunt  Technologies' 
cofounders  Paul 
and  Lynn  Hunt 
He  is  the  wacky 
inventor.  She  has 
the  common 
sense.  Together, 
they  market  a 
terrifically  slow 
automatic 
electric  meter 
reader  that  rural 
utilities  love. 


porate  resources.  As  a  kid  Paul  had  a 
knack  for  electronics,  subscribing  to 
Popular  Electronics  since  the  second 
grade.  As  a  teenager  he  had  built 
white-noise  machines,  automatic  door 
openers  and  a  portable  telephone  that 
he  used  to  call  Lynn,  from  her  drive- 
way, to  ask  her  out  on  a  date.  He 
dropped  out  of  engineering  school  at 
North  Dakota  State  University  after 
two  years.  "They  taught  math  and 
pencil  pushing — not  electronics,"  he 
says  with  wonder.  "Their  graduates 
couldn't  make  an  oscillator  oscillate." 

After  ten  years  working  for  two 
small  telephone  companies,  he  struck 
out  on  his  own  as  an  independent 
designer  of  electronic  products.  "It 
started  to  bother  me  that  my  co- 
workers were  counting  the  days  to 
retirement  with  15  years  to  go,"  says 
Hunt.  But  the  new  venture  disap- 
pointed him,  too.  "We  were  involved 
with  people  with  harebrained  ideas 
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GET  A  BETTER  RECEPTION 
FOR  YOUR 
ENVIRONMENTAL 
TECHNOLOGY. 


609/243-4880 


If  your  effort  to  market  your  environmental  or  process  improvement  technology  has 
fallen  on  deaf  ears,  it's  time  you  talked  to  someone  who  can  open  the  right  doors. 
AM-RE  SERVICES  understands  the  challenges  of  commercializing  new  technologies. 
We've  helped  others  bring  theirs  to  market  by  connecting  them  with  the 
people  who  count.  We  can  do  this  because  we  are  an  affiliate  of  American 
Re-Insurance  Company,  an  $8  billion  international  corporation  with  many  of  the  world's 
largest  companies  as  clients.  Access  to  our  worldwide  network  ensures  that  your 
message  will  be  heard  by  top  decision  makers. 

If  this  sounds  like  the  opportunity  "USE?  AM-RE  SE  ^ES,INC. 
you've  been  waiting  for,  contact  us  and 


A  subsidiary  of  American  Re  Corporation 
Technology  Transfer  Group 

tell  US  more  abOUt  your  Company.        555  college  Road  East.  Princeton,  NJ  08543-5241  (609)  243-4880 
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from  all  walks  of  life,"  he  says.  Hunt 
created  products  like  an  electronic 
egg  counter,  a  coin  sensor  and  an 
automatic  hotel  wake-up  call  system. 
None  of  the  items  really  flew,  and  the 
royalties  were  so  meager  that  Hunt's 
poverty-line  income  qualified  his 
three  kids  for  discount  school  lunch- 
es. To  help  make  ends  meet,  Lynn, 
now  41,  drove  a  commuter  van,  wait- 
ressed  and  sold  Avon  products. 

Since  college  Paul  had  been  think- 
ing about  the  possibility  of  sending 
information  at  ultra-low  frequencies. 
That's  the  opposite  of  what  just  about 
everyone  else  in  the  modem  business 
is  thinking.  In  most  applications  the 


Installing  the  Turtle  in  an  electric  meter 
It  grabs  just  a  few  bytes. 


name  of  the  game  is  speed,  and  the 
only  way  to  get  high  data  speeds  is  to 
use  high  frequencies. 

Reading  electric  meters  is  a  special 
case.  After  all,  the  power  company  is 
not  trying  to  download  a  color  Web 
page  from  the  customer;  it  just  needs 
a  few  bytes  of  data — counting  kilo- 
watt-hours and  the  like. 

That  tells  you  why  low  frequencies 
suffice  in  meter  reading.  Now,  why 
they  might  be  necessary. 

To  read  a  meter,  the  utility  could 
set  up  a  communications  line — a 
phone  line,  for  example,  or  a  string  of 
radio  transmitters.  That  costs  tod 


much,  especially  in  rural  areas.  The 
economical  method  is  to  communi- 
cate over  the  power  lines  already  in 
place.  Trouble  is,  power  lines  are  a 
terrible  vehicle  for  high-frequency  sig- 
nals. For  one  thing,  the  transform- 
ers— those  big  cans  you  see  on  utility 
poles — blot  out  high  frequencies, 
while  letting  low  frequencies  pass 
through.  (Think  of  the  way  the  walls 
in  an  apartment  building  let  the  base 
notes  on  a  stereo  next  door  boom 
right  through,  while  blocking  the 
high  notes.) 

You  can  deal  with  the  transformers 
if  you  amplify  the  signal  enough,  but 
then  you  run  into  another  problem. 
Power  lines  carry  a  lot  of  high- 
frequency  noise,  created  every 
time  somebody  flicks  on  a  light 
or  turns  off  a  hair  dryer. 

Solution:  low  frequencies. 
The  Turtle  contains  an  electric 
eye  that  watches  an  electric 
meter's  disk  revolve,  and  it 
sends  an  information  packet 
over  the  power  lines  each  day 
with  data,  including  kilowatt- 
hour  usage,  peak  usage  time 
and  number  of  power  blinks. 

With  the  help  of  a  local  elec- 
tric  co-op   executive,  Hunt 
wrote  a  research  proposal  and 
got  $187,000  from  the  Nation- 
al Rural  Electric  Cooperative 
Association.  In  return  Hunt 
promised  the  Association  a 
small  royalty  on  sales  of  any 
product  he  developed  with  the 
research  money.  He  and  two 
technicians  did  their  research  in 
the  Hunts'  small  living  room. 
Sometimes,  Hunt  would  start 
work  in  his  bathrobe  and  forget 
to  change  into  clothes  until  late 
afternoon.  A  man  so  involved  in  his 
work  that  he  forgets  to  get  dressed  is 
ill-equipped  to  run  a  business,  but 
there  was  Lynn.  She  has  the  common 
sense  and  head  for  details  that  Paul 
lacks.  "I  named  her  president  because 
I  never  wanted  to  manage  anything 
myself,"  says  Hunt.   Lynn,  who 
recendy  got  her  bachelor's  degree  in 
business  at  Concordia  College,  did 
the  marketing  and  accounting  and 
helped  assemble  circuit  boards. 

The  research  grant  got  Hunt  Tech- 
nologies going.  To  keep  it  going,  Paul 
and  Lynn  Hunt  put  everything  on 
the  line.  "We  pledged  our  accounts 


receivable,  our  house,  our  car,  our 
furniture — evervthing  but  the  chil- 
dren," says  Paul  Hunt.  In  1988  the 
Hunts  got  a  $50,000  line  of  credit 
with  a  local  bank.  Today  that  line  of 
credit  is  up  to  $500,000.  By  1994, 
the  company  had  installed  1,750  Tur- 
tles at  two  electric  co-ops  in  Min- 
nesota and  Wisconsin.  The  trusting 
co-ops  paid  $322,500  for  the  black 
boxes  and  software,  even  though  they 
were  officially  still  in  the  testing  phase. 

In  1995  the  Hunts  started  peddling 
the  device  at  trade  shows  and  in  trade 
press  advertisements.  They  got  $1  mil- 
lion in  orders  that  year,  outsourcing 
production  to  a  local  contractor. 

The  Hunts'  ad  hoc  approach  to 
starting  a  business  landed  them  in 
trouble.  Earlier  this  year  there  were 
complaints  from  customers  about 
faulty  Turtles.  Fixing  die  problem  put 
them  eight  weeks  behind  schedule  on 
filling  orders,  and  Paul  Hunt  was 
busy  writing  an  installation  manual, 
after  an  employee  had  failed  to  pro- 
duce a  satisfactory  one.  One  April 
afternoon  he  went  home  and  cried. "I 
blew  a  fuse,"  says  Hunt.  "I  know 
how  to  structure  software  and  com- 
puters. Structuring  a  company  only 
mirrors  that  so  far." 

Lynn  Hunt  was  also  working  flat 
out.  The  Hunts  realized  they  needed 
help.  They  hired  Floyd  Hale  as  gen- 
eral manager;  with  30  years'  experi- 
ence in  the  computer  industry,  he  had 
worked  for  Unisys  and  Tandem  Com- 
puters. They  also  hired  a  national  sales 
manager  with  25  years  of  sales  experi- 
ence with  technology  and  industrial 
companies.  "This  had  to  be  trans- 
formed from  a  garage  shop  to  a  real 
product  company,"  says  Hale. 

Things  are  looking  better  now. 
Already  105  utilities  are  testing  Turtle 
systems,  and  21  are  installing  Turdes 
throughout  their  service  areas.  Itron 
and  CellNet,  which  sell  radio-based 
meter-reading  services  to  big  utilities, 
are  evaluating  Turtles  for  use  in  the 
rural-like  perimeters  of  some  of  the 
urban  areas  they  service. 

Paul  Hunt  is  happy  to  be  back  in  his 
laboratory,  barefoot  and  designing 
new  products  for  rural  electric  co-ops. 
Getting  wealth}'  from  the  Turde  does 
not  impress  an  inventor  who  boils 
oatmeal  to  avoid  the  expense  of  cold 
cereals.  "I  could  live  in  a  40-foot  trail- 
er and  be  happy,  he  says.  SB 
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YOU  CAN'T 
SHRINK 


to  greatness. 


Treat  downsizing  as  an  end  in  itself  and  it  probably 
will  be  Aside  from  the  negative  effect  it  has  on  company 
morale,  recent  research  has  shown  that,  over  the  long  term, 
most  companies  who  downsize  to  increase  shareholder 
value  are  unsuccessful  in  their  quest. 

At  Mercer  Management  Consulting,  we  believe  in  a  very 
different  kind  of  strategy  It's  called  growth.  Call  us  radical, 
but  the  plain  fact  is  that  shrinking  without  a  plan  for 
growth  is  like  training  hard  and  never  running  the  race. 
Growth  generates  positive  momentum  and  creates  a 
renewed  sense  of  purpose. 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
I'tithuwys  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 
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Who  stole  productivity: 


BY  PETER  HUBER 
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SINCE  1980  the  U.S.  has  increased  its  aggre- 
gate computing  power  by  a  factor  of  some- 
thing like  100  million.  Yet  worker  productivi- 
ty, we  are  told,  grew  sluggishly;  1%  or  so  a 
year,  compared  with  2%  to  3%  annually  in  the 
1950s  and  1960s.  What  happened? 

Some  of  the  answers  are  politically  accept- 
able. Alan  Greenspan,  for  example,  acknowl- 
edges that  statisticians  may  simply  be  unable 
to  measure  output  accurately,  especially  for 
service  industries.  Customized  products,  bet- 
ter service,  higher  reliability — qualities  like 
these  may  be  much  more  evident  to  con- 
sumers than  to  statisticians.  Bean  counters 
count  beans,  not  flavor. 

Or  perhaps  it  just  takes  time  to  integrate 
new  technology  into  old  production  systems. 
According  to  this  theory,  management  hasn't 
yet  worked  out  how  to  marry  the  technology 
to  operations.  This  perspective  is  explored  in 
Thomas  Landauer's  excellent  1995  book  The 
Trouble  with  Computers. 

Others  suggest  it's  basically  a  labor  prob- 
lem. You  can't  just  dump  smart  machines  on 
workers  who  don't  know  how  to  use  them. 
The  undigital  solution:  Hire  teachers,  raise 
their  salaries  and  construct  more  community 
colleges  and  schoolrooms. 

Then  there's  the  less  charitable,  goof-off 
theory.  Hand  a  7-year-old  a  calculator  and 
the  first  thing  he  grasps  is  that  maybe  he 
doesn't  have  to  study  multiplication  tables 
anymore.  Spell  checkers  have  much  the  same 
effect.  Why  memorize  a  dictionary  when  the 
computer  has  already  memorized  it  for  you? 

Machines  induce  laziness.  First  the 
machines  took  over  all  the  heavy  lifting  and 
our  bodies  got  flabby.  A  disciplined  minority 
exercised  and  stayed  trim,  but  most  of  us  set- 
tled on  to  the  couch  and  reached  for  the 
remote.  Computers  may  have  a  similar  effect 
on  minds.  We  work  our  gray  cells  less  hard 
than  we  used  to. 

There's  a  key  difference,  however.  A  pot- 
belly on  the  driver  of  a  bulldozer  doesn't  hurt 
productivity  much  because  the  machine's 
power  so  completely  displaces  human  muscle. 
Computers  haven't  reached  that  point,  and 
won't  for  a  long  time.  Until  they  do,  produc- 
tivity will  depend  on  the  aggregate  intelli- 
gence, human  plus  machine,  that  we  put  into 
our  work.  A  flabby  mind  can  still  suck  the 
productivity  gain  right  out  of  the  computer  it 
operates. 


Much  of  the  downsizing  in  the  1990s  may 
reflect  management's  late  recognition  of  this 
unpleasant  fact.  To  put  it  in  the  harshest  pos- 
sible terms,  the  productivity  mistake  of  the 
1980s  may  have  been  failing  to  move  workers 
out  as  computers  were  moved  in.  Old-guard 
managers  woke  up  only  after  new  competitors 
bought  their  machines  first,  then  hired  lean, 
smart  work  forces  and  began  taking  over  the 

Hiring,  firing  and 
promotion  revolve  around 
gender,  ethnicity,  age, 
handicap,  sexual  orientation 
and  liability  lawyers — 
everything  except  ability. 


market.  Productivity  is  suddenly  rising  quite 
quickly  again. 

And  finally,  there's  the  explanation  that's 
politically  unspeakable.  Most  kids  get  past  the 
temptation  of  the  calculator  and  spell  checker 
soon  enough.  Given  half  a  chance  to  learn, 
they're  too  intellectually  curious  not  to.  Not 
so  the  political  and  educational  establish- 
ments. Despite  all  their  talk  about  better 
worker  training,  dumbing  down  is  what  these 
establishments  endorse  and  deliver. 

Public  educators  and  the  employment 
police  have  waged  a  two-decade  war  on  stan- 
dards, test  scores  and  educational  rigor.  They 
have  done  their  utmost  to  outlaw  merit. 
Hiring,  firing  and  promotion  revolve  around 
gender,  ethnicity,  age,  handicap,  sexual  orien- 
tation and  liability  lawyers — everything  except 
ability  to  read,  write  and  figure.  Perhaps, 
then,  the  productivity  gain  from  computers  in 
the  1980s  was  swallowed  by  productivity  loss- 
es in  our  schools  and  hiring  halls. 

The  typical  machine  in  a  factory  or  office 
contains  about  2  million  more  silicon  transis- 
tors than  it  did  two  decades  ago.  But  for 
demographic,  educational,  employment  and 
other  reasons,  the  average  brain  behind  it 
contains  fewer  trained  neurons — at  least  20 
points  fewer  if  we  use  SAT  scores  as  our  scale. 
We  measure  a  computer's  power  in  "Mips" — 
how  many  millions  of  instructions  per  second 
the  machine  can  execute.  Perhaps  the  1980s 
just  taught  us  a  new  version  of  Parkinson's 
Law:  The  mind  contracts  to  consume  the 
Mips  available.  Intel  giveth.  The  dumb- 
down  society  taketh  away. 
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Special  clothing  to  block  the  sun  has  more 
to  do  with  separating  the  naive  from  money 
than  with  preventing  skin  cancer. 

Overkill 


By  Christine  Lutton 

Joan  Deoul,  a  Baltimore  attorney, 
has  had  several  cancerous  spots  taken 
off  her  arms  and  shoulders  over  the 
last  few  years.  Her  dermatologist  sug- 
gested that  she  wear  clothing  made  of 
fabric  that's  supposed  to  block  the 
sun.  Now  when  she  vacations  in  Flori- 
da, she  dips  into  the  pool  wearing  a 
$70  Solumbra  shirt  from  Everett, 
Wash. -based  Sun  Precautions. 

Solumbra  is  a  synthetic  fabric.  Its 
maker  claims  that  it  provides  a  sun 
protection  factor  of  30,  double  the 
minimum  protection  dermatologists 
recommend.  The  stuff  is  finding  lots 
of  buyers  these  days.  Skin  cancer  will 
hit  850,000  Americans  this  year  and 
kill  9,000 — most  of  the  fatalities 
occurring  from  malignant  melanoma. 

Where  there's  fear,  there's  monev. 
Already  the  market  for  sun-protective 
shirts,  pants  and  hats  is  about  $25 
million,  figures  Harvey  Schakowsky, 
chairman  of  Solar  Protective  Factory, 
a  Sacramento-based  fabricmaker. 

Schakowsky  figures  the  market  has 
only  been  scratched.  Most  of  the  cur- 
rent buyers  are  people  who  have  had 
a  brush  with  skin  cancer.  Think  of  all 
the  other  millions  who  can  be  w  or- 
ried into  becoming;  his  customers.  "If 


you  sell  only  to  people  with  cancer,  at 
a  30%  to  50%  premium,  I  think  your 
business  will  be  short-term,"  says 
Schakowsky,  whose  company  makes  a 
woven  nylon  fabric  coated  with  a 
sun-blocking  compound. 

Will  the  fish  bite?  At  premiums  of 
30%  to  50%  over  similar  items  with- 
out the  coating?  Many  dermatologists 
think  that  special,  costly  clothing  for 
the  general  public  is  simply  unneces- 
sary. "I  think  people  have  gone  a  little 
overboard  on  this,"  says  Thomas  W. 
Schulze,  a  dermatologist  at  Austin 
Diagnostic  Medical  Center  in  Texas, 
recalling  a  flier  he  received  asking  him 
to  recommend  $90  sun-resistant  golf 
shirts  to  his  patients. 

Notice  what  Dr.  Schulze  is  not 
saying.  He  is  not  saying  you  should 
casually  expose  your  skin  to  ultravio- 
let rays.  He  is  simply  saying  that 
garden-variety  clothing  is  adequate 
protection  for  all  but  the  most  sus- 
ceptible people. 

Who  are  these  ultrasensitive  types? 
Patients  with  a  history  of  skin  cancer, 
or  people  who  have  experienced  a 
photosensitivity  reaction — for  exam- 
ple, a  hive-like  eruption  following 
mild  sun  exposure.  It  can  be  caused 


by  genes  and/or  some  medications, 
including  the  antibiotic  tetracycline 
and  the  psychotropic  Thorazine. 

But  for  others  costly  protective 
gear  is  probably  overkill.  Here's  a  key 
factor:  More  than  80%  of  skin  cancers 
occur  on  uncovered  faces  and 
necks — and  thus  have  very  little  to  do 
with  coated  nylon. 

This  year  researchers  at  Australia's 
University  of  New  South  Wales  tested 
regular,  tightly  woven  cotton  fabric. 
They  dressed  120  hairless  mice  in 
tiny,  fitted  jackets  made  of  the  cotton, 
and  shone  a  light  on  them  that 
mimics  the  sun.  Preliminary  exams 
showed  no  tumors  in  the  areas  cov- 
ered by  the  ordinary  cotton — not  in 
any  way  specially  treated — while 
some  of  the  exposed  areas  had 
growths. 

For  most  people,  a  long-sleeve 
shirt  made  of  tightly  woven  synthet- 
ics— nylon  or  polyester — will  proba- 
bly suffice.  Hold  it  up  to  the  light 
and  pull  it  taut.  If  the  sun  filters  in, 
there's  not  enough  protection.  Thin 
cotton  is  not  recommended.  A  regu- 
lar cotton  T  shirt  has  a  sun  protection 
factor  of  only  6  to  8,  not  enough  for 
midday  outings.  But  tightly  woven 
cotton  gives  excellent  protection.  "A 
good  pair  of  Levis  will  protect  you  as 
well  as  anything  in  the  world,"  says 
Vincent  DeLeo,  a  dermatologist  at 
Columbia  University,  St.  Luke's/ 
Roosevelt  Hospital.  He  and  other 
dermatologists  also  recommend  a  hat 
with  a  brim  of  at  least  4  inches  in  the 
summer  and  in  the  tropics.  But 
paying  S70  for  a  sun-protective  shirt 
won't  do  much  to  lower  your 
chances  of  getting  skin  cancer.  H 


188 


Forbes  ■  September  9,  1996 


GE  Capital  Assurance 


fjnnit.  Papa,  and  nnc 


T  ^ 

/  will  pass  on  genes,  not  bills. 

Nothing  beats  a  positive  outlook.  Still,  2  in  5  people  over  age  65  are  expected  to  spend  time  in 
a  nursing  home.  That's  why  you  should  consider  long  term  care  insurance  from  GE  Capital  Assurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and  better 
nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444  or  ask 
a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 


We  bring  good  things  to  life. 

A  GE  Capital  Services  Company 

©  19%  GE  Cipit.il  Assurance.  Coverage  in  New  York  is  underwritten  by  GE  Cipit.it  Life  Assurance  Company  of  New  York. 


A  few  years  ago  closed-end  funds  were  the  rage. 
Now  that  they  are  almost  forgotten,  they  are  good  buys. 

How  to  buy 
a  closed-end 


By  Mary  Beth  Grover 

Why  own  a  closed-end  fund  when 
there  arc  more  than  6,000  open-end 
mutual  funds  to  choose  from? 
Because,  if  you  shop  carefully,  you 
can  get  bargains.  A  lot  of  closed -end 
funds,  holding  many  of  the  same 
securities  as  their  open-end  cousins, 
trade  for  as  little  as  80  cents  on  the 
dollar. 

Mind  you,  this  is  not  quite  like 
finding  an  Armani  suit  at  20%  off  the 
Saks  Fifth  Avenue  price.  After  all,  you 
may  well  face  the  same  discount 
when  you  want  to  sell  the  fund.  But, 
other  things  being  equal — things  like 
performance,  expense  ratios  and 
yields — a  deeply  discounted  closed- 
end  is  likely  to  be  a  better  buy  than  a 
comparable  open-end  fund. 

Imagine  that  the  U.S.  Open  Fund 
has  a  portfolio  worth  $100  a  share 
and  can  be  bought  and  sold  at  $  1 00 
a  share.  The  U.S.  Closed  Fund  has  an 
identical  portfolio  worth  $100  a 
share,  but  its  own  shares  trade  at  80. 
Let's  say  both  net  asset  values  double 
to  $200.  And  let's  say  Closed's  dis- 
count stays  stubbornly  at  20%,  so 
when  you  go  to  sell,  the  shares  are 
trading  at  only  160. 

Apart  from  brokerage  commis- 
sions, your  capital  gain  is  the  same:  In 
either  fund  you  double  your  money. 
But  wait.  What  if  the  portfolio 
throws  off  a  $4  dividend  after  expens- 
es? That's  a  4%  return  on  your  invest- 
ment in  U.S.  Open,  but  a  5%  return 
at  U.S.  Closed.  This  yield  effect 
boosts  your  total  return  on  the 
closed-end  fund. 

How  is  it  that  a  fund  could  have  a 
$100  net  asset  value  but  trade  at  80? 
It's  very  simple.  Open-enders — 
mutual  funds — will  buy  your  shares 
back  on  demand  at  asset  value. 


Honorable  mentions 

Fund 

Total  return 

 Discount  

last  12 

recent 

52-week 

months 

average 

Morgan  Stanley  Africa  Investment 

10.2% 

-23.8% 

-22.3% 

John  Hancock  Bank  &  Thrift 

17.4 

-20.3 

-15.4 

Emerging  Markets  Infrastructure  Fund 

4.5 

-21.8 

-15.7 

GT  Global  Developing  Markets 

14.6 

-19.5 

-16.9 

Global  Small  Cap  Fund 

12.5 

-20.6 

-18.6 

TCW/DW  Emerging  Markets  Opportunities  1.3 

-19.8 

-17.2 

These  funds,  like 
our  Best  Buys 
shown  on  the 
opposite  page, 
offer  superior  per 
formance,  low 
expenses  and 
high  discounts. 
The  difference  is 
they  have  less 
than  three  years 
of  performance. 
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Closed-ends  won't,  and  you  can  sell 
them  only  for  what  other  investors 
are  willing  to  pay.  If  other  investors 
are  lukewarm  on  them,  they'll  buy 
them  only  at  a  sizable  discount.  Like 
now.  Despite  strong  portfolio  results, 
discounts  have  been  widening. 
Closed-end  global  stock  funds,  for 
example,  are  up  7%  year  to  date — two 
percentage  points  ahead  of  the  U.S. 
market — yet  discounts  have  risen  six 
percentage  points,  according  to 
Lipper  Analytical  Services. 

What  a  difference  a  few  years 
make.  In  1992  and  1993  Wall  Street 
foisted  $36  billion  of  new  closed-end 
funds  on  investors.  Investors  happily 
paid  brokers  7%  commissions — that 
is,  they  paid  a  bit  more  than  $1.07 
for  a  dollar's  worth  of  assets.  By  the 
end  of  1993  the  Jakarta  Growth  and 
China  Funds  sported  35%  and  40% 


premiums,  respectively. 

Now  the  Jakarta  Growth  and 
China  Funds  languish  at  discounts  of 
6%  and  11%  to  their  net  asset  value. 
Nearly  90%  of  1992's  new  closed- 
ends  trade  below  their  offering  prices. 

Says  George  Foot,  who  manages 
$396  million  in  closed-end  funds: 
"To  succeed  at  this  game,  you've  got 


to  buy  when  everyone  is  selling. 
Now's  a  great  time  to  buy." 

In  choosing  a  closed-end  fund, 
don't  just  look  at  past  performance. 
Keep  a  close  eye  on  discounts  and 
expenses.  As  a  rule  of  thumb,  don't 
buy  a  fund  unless  its  discount  is 
better  than  ten  times  its  expense 
ratio.  The  Equus  II  fund,  a  venture 
capital  hind  selling  at  a  huge  31%  dis- 
count, looks  good  until  you  consider 
that  last  year  its  expense  burden  was 
6.1%.  With  that  drag  on  perfor- 
mance, it's  no  bargain. 

Our  Best  Buys  combine  good  rela- 
tive discounts  (discount  divided  by 
expense  ratio)  with  performance 
ahead  of  a  relevant  benchmark  over 
die  past  three  years.  Honorable  men- 
tions go  to  newer  funds  with  good 
relative  discounts  and  market- beating 
results  over  the  past  year.  ■! 


Best  Buys:  stock  funds 


Performance 

Fund 

3-year 

Assets 

 Discount  » 

Annual 

Manager  (years) 

UP  DOWN 

annualized 

6/30/96 

recent 

52-week 

expenses 

—markets— 

total  returnt 

($mil) 

average 

per  $100 

Global  Health  Sciences  Fund 

24.1% 

$481 

-23.3% 

-21.1% 

$1.33 

John  Schroer  (4) 

B  A 

Bergstrom  Capital 

19.4 

152 

-15.5 

-12.2 

0.82 

Erik  Bergstrom  (20) 

Central  European  Equity  Fund 

18.6 

277 

-22.5 

-21.6 

1.24 

Hanspeter  Ackermann* 

■B  «C 

Germany  Fund 

17.5 

213 

-22.1 

-18.2 

1.23 

Hanspeter  Ackermann* 

Europe  Fund 

21.9 

171 

-18.5 

-13.8 

1.42 

Multiple  managers  (6) 

Scudder  New  Europe  Fund 

17.0 

257 

-22.5 

-19.1 

1.55 

Multiple  managers  (5) 

Southeastern  Thrift  &  Bank 

20.9 

61 

-15.6 

-9.5 

1.31 

James  Schmidt  (7) 

■C  A 

First  Philippine  Fund 

17.5 

238 

-21.7 

-18.9 

1.76 

Leopoldo  Clemente  Jr  (2) 

Irish  Investment  Fund 

22.2 

81 

-17.6 

-13.4 

1.69 

Multiple  managers  (2) 

France  Growth  Fund 

12.9 

199 

-22.0 

-18.2 

1.58 

Eric  Bleines  (1) 

Best  Buys:  bond  funds 

Performance     Fund  3-year  Assets   Discount   Annual       Manager  (years) 

UP     DOWN  annualized  6/30/96  recent     52-week  expenses 

—markets—  total  returnt  ($mil)  average  per  $100 


c . 

C 

InterCapital  Income  Securities 

5.6% 

$210 

-11.7% 

-8.6% 

$0.65 

Rochelle  Siegel  (11) 

c 

B 

Putnam  Premier  Income  Trust 

7.0 

1,199 

-12.1 

-10.7 

0.82 

Multiple  managers  (3) 

D 

B 

Putnam  Master  Intermediate  Income 

6.3 

329 

-14.2 

-12.0 

1.03 

Multiple  managers  (4) 

c 

B 

Putnam  Master  Income  Trust 

7.1 

482 

-11.7 

-11.1 

1.02 

Multiple  managers  (4) 

Mum  Yield  Insured  Fund  II 

5.6 

367 

-11.7 

-11.6 

0.67 

William  Bock  (8) 

2002  Target  Term  Trust 

5.5 

117 

-13.1 

-12.0 

0.92 

Sharmin  Mossavar-Rahmani  (3) 

All  American  Term  Trust 

5.8 

194 

-12.1 

-11.4 

1.05 

Multiple  managers  (1) 

B 

D 

VanKamp  Amer  Bond  Fund 

5.0 

223 

-10.2 

-7.5 

0.64 

David  Troth  (22) 

B 

C 

Montgomery  Street  Income  Sees 

5.2 

196 

-10.9 

-8.2 

0.75 

Multiple  managers  (5) 

B 

D 

Fort  Dearborn  Income  Sees 

5.3 

141 

-9.8 

-9.8 

0.78 

Multiple  managers  (10) 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  "Less  than  one  year.  tFrom  7/93  to  7/96. 

Sources:  Forbes;  Lipper  Analytical  Services;  Morgan  Stanley  Capital  International. 

The  funds  pictured  in  the  above  two  tables  have  it  all:  large  discounts,  low  expenses  and  market-beating  performance 
over  the  past  three  years.  They  are  listed  in  descending  order  based  on  a  combined  score  of  these  three  criteria. 


Forbes  ■  September  9,  1996 


191 


Prefer  real  estate  to  stocks?  Want  some  asset  diversifi- 
cation? Take  a  look  at  the  real  estate  investment  trusts. 

The  REIT  way 

By  James  M.  Clash 


Real  estate  hasn't  been  hot  for 
years,  but  that  may  be  a  good  reason 
for  liking  it.  Here  are  some  other 
reasons: 

•The  stock  market  leaves  you  edgy. 
•You  want  yield. 

•You  want  some  inflation  protection. 

A  real  estate  investment  trust  may 
just  till  the  bill.  It's  like  owning  real 
estate  directly,  but  a  REIT  is  a  lot  more 
liquid,  reit  shares  trade  on  stock 


exchanges  like  other  stocks. 

REITs  aren't  perfect  investments. 
Over  the  last  three  years  they  have 
delivered  an  average  total  return  of 
just  9%  annually,  six  percentage 
points  worse  than  the  s&r  500 
index.  But  you  can't  count  on  the 
stock  market  to  deliver  the  way  it  has 
in  the  recent  past,  and  REITs  do  pro- 
vide useful  diversification.  This  year 
has  been  a  rather  choppy  one  for 


stocks,  with  a  5%  return  through 
July,  while  REITs  have  averaged  8%. 
REITs  tend  to  pay  good  dividends;  a 
6%  to  8%  yield  is  the  norm. 

The  typical  REIT  owns  a  portfolio  of 
shopping  strips,  office  buildings 
and/or  apartments.  Since  landlords 
have  some  ability  to  raise  their  rents  I 
over  time,  real  estate  can  be  an  infla-  I 
tion  hedge.  Again,  not  a  perfect  I 
hedge — both  REITs  and  stocks  did 
badly  when  inflation  started  to  pick 
up  in  the  early  1970s — but  a  better 
one  than  stock  in  a  steel  company  or 
a  bank.  Says  Eric  Hemel,  a  Merrill 
Lynch  analyst  who  follows  REITs:  I 
"These  things  should  be  able  to  pro- 
duce double-digit  total  returns  with  I 
less  volatility  than  the  market  into  the 
next  decade." 

You  have  a  lot  to  choose  from. 
Nareit,  the  Washington,  D.C.  trade 
association,  calculates  that  there  are 
S65  billion  worth  of  REITs  trading 
today,  up  nearly  sixfold  since  the 
beginning  of  1990. 

A  REIT  is  very  much  like  a  closed- 
end  fund.  That  is,  it  raises  a  pool  of 
money,  invests  it,  then  distributes  the 
income  from  its  portfolio.  Like  a 
fund,  a  REIT  is  exempt  from  corporate 
income  tax  but  compelled  to  pay  out 
at  least  95%  of  net  income  to  share- 
holders so  the  income  can  be  taxed 
on  their  returns. 

Some  REITs  are  generalists,  with 
well-diversified  portfolios.  But  most 
specialize — say,  in  golf  courses,  doc- 
tors' offices  or  trailer  parks.  Some  use 
debt  to  finance  property  purchases; 
sometimes  these  have  higher  yields 
— but  added  risk.  Others  do  the 
reverse,  investing  in  either  mortgages 
or  verv  safe  leases  that  act  like  fixed- 
income  alternatives.  An  example  of 
the  latter  is  the  Pittsburgh  &  West 
Virginia  Railroad,  which  pays  a  fixed 
55-cent  annual  dividend  from  some 
perpetual  leaseholds  on  rail  proper- 
ties leased  to  Norfolk  &  Western 
Railway.  This  sort  of  high-yielding 
REIT  is  best  left  in  a  tax-sheltered 
account  like  an  ira. 

REITs,  like  closed-end  funds,  have  a 
fixed  number  of  shares  outstanding. 
LTnlike  a  closed-end  fund,  a  REIT  has 
no  net  asset  value.  So  you  can't  com- 
pare the  REIT's  share  price  to  some 
liquidation  value  to  see  if  you  are  get- 
ting a  bargain.  You  have  to  look  at 
other  measures  of  value. 


Low-multiple  real  estate 


REIT 

Recent 

1996  FFO* 

Price/ 

Dividend 

price 

per  share 

FFO* 

yield 

Horizon  Group 

20V4 

$2.88 

7 

10.3% 

Tanger  Factory  Outlet  Centers 

24l/i 

3.03 

8 

8.6 

Glimcher  Realty  Trust 

18% 

2.08 

9 

10.4 

Agree  Realty 

18'/4 

2.10 

9 

9.9 

Bradley  Real  Estate 

151/* 

1.74 

9 

8.7 

Excel  Realty  Trust 

20% 

2.31 

9 

8.9 

EastGroup  Properties 

22'^ 

2.48 

9 

8.5 

Colonial  Properties  Trust 

25/4 

2.43 

10 

7.9 

•Estimate.  Sources:  Forbes:  Nareit;  first  Call. 

These  real  estate  investment  trusts  all  trade  at  no  more  than  ten  times 
analysts'  projections  of  1996  funds  from  operations. 
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The  best  measure  of  relative  REIT 
values  is  share  price  divided  by  funds 
from  operations.  This  ratio  is  compa- 
rable to  the  price/earnings  ratio  on  a 
stock.  Funds  from  operations  is 
defined  as  net  income  plus  deprecia- 
tion and  amortization,  excluding 
gains  or  losses  from  debt  restructur- 
ings and  from  sales  of  properties. 

Putting  aside  the  risk  that  the  shop- 
ping mall  or  apartment  building  may 
indeed  be  depreciating  and  may  have 
to  be  bulldozed  someday,  the  funds 
from  operations  number  is  a  good 
measure  of  the  cash  profits  available 
for  distribution  to  shareholders.  Mer- 
cifully, the  IRS  does  not  look  at  this 
number  to  calculate  the  taxable 
income  that  must  be  distributed; 
rather,  it  looks  at  net  income  after 
depreciation.  Glimcher  Realty  Trust, 
for  example,  generated  $2.06  a  share 
last  year  in  loose  cash  and  paid  $1.91 
in  dividends.  But  the  IRS  taxed  only 
$1.27  as  ordinary  income. 

We  combed  through  the  200  or  so 
public  REITs  and  picked  eight  cheap 
ones  (see  table,  opposite).  All  trade  at 
10  times  or  less  1996  projected  funds 
from  operations;  the  industry  average 
is  11  times. 

Another  option:  Buy  a  mutual 
fund  that  in  turn  buys  REITs.  This 
spreads  your  risk  over  a  number  of 
real  estate  sectors  and  geographic 
areas.  Take  the  $105  million  Cohen 
&  Steers  Total  Return  Realty  Fund, 
one  of  only  two  closed-ends  that 
invest  in  REITs.  It  trades  at  a  1.9%  dis- 
count to  the  quoted  price  of  its  port- 
folio and  is  well  diversified,  owning 
38  REITs  in  six  different  real  estate 
sectors  in  nearly  every  state.  Draw- 
back, as  with  any  fund:  You  have 
another  layer  of  fees.  Cohen  &  Steers 
runs  up  an  annual  expense  ratio  of 
1.1%,  on  top  of  whatever  costs  the 
REITs  themselves  are  incurring  for 
property  management. 

Then  there  are  open-end  REIT 
funds.  If  you  get  a  no-load,  you  can 
avoid  the  broker  charges  associated 
with  purchasing  a  closed-end  fund. 
The  $792  million  Fidelity  Real  Estate 
Fund,  a  no-load,  has  a  1%  expense 
ratio  and  a  16%  total  return  over  the 
the  last  12  months,  in  line  with  the 
REIT  industry  average.  For  more  on 
open-end  real  estate  funds,  see  page 
145  of  our  Aug.  26  issue,  which 
covers  mutual  funds.  H 


If  you  want  to  put  some  of  your  money  into  smaller 
stocks,  check  out  Charles  Royce's  Royce  Value  Trust. 
It's  a  sterling  little  bargain  at  current  prices. 

Quality 

at  a  discount 


By  Thomas  Easton 

One  of  the  unanswered  riddles  of 
investor  psychology  is  why  people 
buy  new  issues  of  closed-end  funds, 
the  kind  with  a  fixed  number  of 
shares  outstanding  and  no  redemp- 
tion privileges.  When  new,  the  fund  is 
priced  at  a  premium:  You  pay  typical- 
ly $1.07  to  get  a  dollar's  worth  of 
assets.  Yet  the  fund  is  all  but  certain 
to  trade  at  a  discount  fairly  soon  after 


issuance.  When  you  want  to  sell,  you 
might  get  only  90  cents  on  the  dollar 
that  you  paid  $1.07  for. 

Here's  another  conundrum:  Why 
do  closed-end  funds,  even  those  with 
excellent  records,  trade  so  cheaply?  A 
case  in  point  is  the  $365  million 
Royce  Value  Trust,  a  fund  that  came 
out  in  1986  and  now  languishes  on 
the  New  York  Stock  Exchange  at  a 


Charles  M.  Royce,  president  of  the  Royce  Funds 
Big  play  on  small  stocks. 
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17%  discount. 

Wc  can't  explain  these  two  myster- 
ies, but  wc  can  give  you  two  pieces  of 
advice.  ( 1 )  Don't  buy  new  closed-end 
funds.  (2)  If  you  are  looking  for  a 
small -company  fund,  put  Royce 
Value  Trust  at  the  top  of  your  list. 

Here's  a  fund  that  doesn't  deserve 
a  fat  discount.  It  has  done  an  excel- 
lent job  of  exploiting  the  market  inef- 
ficiencies in  shares  of  thinly  traded 
little  companies  that  don't  get  analyst 
coverage.  Shares  of  small  companies 
haven't  kept  up  with  blue  chips  over 
the  past  decade,  but  that's  no  reason 
not  to  be  buying  them  now;  these 
things  run  in  cycles. 

Plenty  of  closed-ends  sell  at  less 
than  net  asset  value.  But  most  of 
them  deserve  their  discounts — almost 
all  the  closed-end  bond  funds,  for 
example.  High-grade  bonds  are 
plenty  liquid.  If  you  want  to  own 
them  through  a  fund,  use  a  no-load 
mutual.  Your  can  get  in  and  out  at  no 
transaction  cost. 

However,  Royce  Value  has  a  very 
good  excuse  for  being  closed-end:  It 
holds  illiquid  stocks.  By  setting  up 
the  fund  as  a  closed-end,  veteran 
stock  picker  Charles  Royce,  57,  was 
able  to  free  himself  from  the  worry  of 
having  to  run  a  fire  sale  of  obscure 
stocks  in  order  to  meet  redemption 
calls.  Thus,  he  can  afford  to  be  fully 
invested  and  concentrate  on  long- 
term  performance. 

Proof  of  the  pudding:  Royce's 
closed-end  has  delivered  a  12%  com- 
pound annual  return  over  the  past 
decade,  1.4  percentage  points  ahead 
of  his  open-end  Pennsylvania  Mutual 
Fund,  which  also  buys  small  stocks. 

Unfortunately,  the  original  in- 
vestors in  the  closed-end  haven't 
quite  earned  the  12%  return  chalked 
up  by  the  portfolio.  That's  because 
they  bought  at  a  premium  over  port- 
folio value,  but,  if  they  sold  today, 
they  would  have  to  sell  at  that  17% 
discount.  Their  loss  is  your  gain,  if 
you  buy  today. 

Ever  heard  of  Ash  Grove  Cement? 
ConBraCo?  Preformed  Line  Prod- 
ucts? Royce  found  them  and  put 
them  in  his  closed-end  fund. 

The  theory  behind  buying  obscure 
names  like  these  is  that  the}-  are  good 
value  plays — cheap,  in  other  words. 
Even  if  it  remains  cheap,  you  can  do 
well  with  a  value  stock  if  it  pays 


increasing  dividends.  If  the  stock  gets 
"discovered,"  you  get  a  nice  ride  as 
its  price  rises  to  match  standard 
industry  measures. 


What  wins? 


The  closed-end  fund  was  a  better  inves- 
tor, the  open-end  a  better  investment. 


On  a  quiet  day,  hundreds  of  thou- 
sands of  shares  of  Allstate  trade. 
Thirty-eight  security  analysts  from 
Wall  Street  firms  report  on  every 
wiggle  of  Allstate's  business;  another 
eight  look  just  at  its  debt. 

Royce  doesn't  own  it.  He  owns  a 
smaller  insurance  company,  Pennsyl- 
vania Manufacturers  Corp. 

"Most  people  outside  the  insur- 
ance industry  don't  know  the  com- 
pany, and  most  people  inside  the 
insurance  industry  don't  know  its 
[shares  trade],"  says  Chuck  Royce. 

Not  a  single  analyst  from  a  big 
Wall  Street  firm  scrutinizes  its 
prospects.  Trading  volume  on  many 
days  is  zero.  Only  one  fund  company 
is  a  stockholder:  Royce's.  Annual 
reports  are  as  hard  to  get  as  collision 
coverage  for  a  teenage  driver.  With 
fewer  than  500  stockholders,  the 
company  doesn't  file  financial  state- 
ments with  the  Securities  & 
Exchange  Commission. 

Royce  spent  almost  two  years 
researching  the  company  and  build- 
ing a  position  in  its  shares.  Pennsyl- 
vania Manufacturers'  stock  has 
ranged  between  14%  and  20%  since 
1994,  and  recently  rested  at  17,  but 
with  so  little  liquidity,  it  wavers  with 
each  transaction.  So,  no  big  capital 
gain  yet  for  Royce  holders,  but  the 
company  is  consistently  profitable.  It 
trades  at  70%  of  book  value.  (Allstate 


trades  at  160%  of  book.)  Pennsylva- 
nia Manufacturers  pays  a  36-cent 
annual  dividend.  In  short,  a  solid  Ben 
Graham  stock. 

If  you  don't  invest  for  thrills  and 
you  like  having  your  money  in  com- 
panies like  ConBraCo  and  Pennsylva- 
nia Manufacturers,  Royce  has  plenty 
more  where  they  came  from — over 
three  hundred  in  Value  Trust. 

Royce  is  somewhat  old-fashioned 
in  these  days  when  momentum 
investors  get  their  pictures  in  the 
glossies  by  chasing  hot  stocks,  getting 
in  and  out  at  the  drop  of  a  quarterly 
statement.  He  and  ten  associates 
often  spend  years  gathering  informa- 
tion and  patiently  building  a  position 
in  a  company. 

The  Royce  people  don't  just  talk  to 
the  companies  themselves;  they  chat 
with  competitors,  ex-employees,  cus- 
tomers. "There  is  no  CEO  who  lacks  a 
great  story,"  says  Royce.  "That's 
enough  over  a  bull  market,  but  it 
won't  cut  it  over  a  full  market  cycle. 
We  want  to  know  all  the  warts."  The 
average  fund  completely  turns  its 
portfolio  over  in  just  over  in  a  year. 
Royce  Value  Trust  turns  its  portfolio 
just  once  in  three  years. 

Royce  often  buys  an  initial  public 
offering  if  the  underwriter  shows 
signs  of  desperation.  As  for  the  hot 
ones,  he  says:  "Let  them  go  public 
and  we'll  wait.  IPOs  are  a  great  source 
of  opportunity  one  or  two  years  after 
they  occur."  Recently,  he's  been 
looking  into  technology  firms  that 
have  been  badly  gored. 

Along  with  Pennsylvania  Mutual 
and  the  Value  Trust,  Royce  runs  a 
newer  pair  of  closed-end  and  open- 
end  funds  focused  on  the  very  tiniest 
companies,  those  with  a  median  SI 00 
million  market  capitalization.  The 
closed-end,  Royce  Micro-Cap  Trust, 
holds  187  stocks.  Household  names? 
Not  quite.  Have  you  ever  heard  of 
NX  Ball  &  Roller,  C.H.  Heist  or 
Hilb,  Rogal  &  Hamilton? 

How  good  is  Royce  Micro-Cap 
Trust?  We  wouldn't  have  recom- 
mended this  closed-end  when  it  was 
spanking  new  in  1993,  but  it's  attrac- 
tive now,  at  a  17%  discount. 

These  aren't  funds  that  you  can 
brag  about  at  cocktail  parties.  They 
are  funds  that  let  you  sleep  well — and 
that  you  can  plan  on  leaving  to 
vour  kids.  ■■ 
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Opportunities  come  and  go  in  a  fraction 
of  a  second.  Get  ahead  of  the  field. 


Global  expertise  is  undeniably  one  of  HSBC  Asset 
Management's  greatest  assets.  But  it's  our  local  cover 
that  gives  us  the  edge.  For  convenience,  our  clients  are 
serviced  from  the  office  nearest  their  own.  For  the 
best  results,  their  assets  are  allocated  to  the  office 


closest  to  the  markets  in  which  they  will  be  invested. 
From  this  position,  our  local  fund  managers  maintain 
a  keen  understanding  of  local  companies  and  market 
conditions.  So  that  when  an  opportunity  does 
present  itself,  they  don't  miss  it.  And  neither  do  you. 


HSBC  Asset  Management 


Member  HSBC  Group 


World    Class  Performers 


EW  YORK  (+1)  212  50}  6815.  LONDON  (+44)  171  955  5050.  HONG  KONG  (+852)  2801  01  I  I.  SINGAPORE  (+65)  530  2828.  TOKYO  (+81)  3  3433  4200.  MELBOURNE  (+61)3  9619  9800. 

"HSBC  ASSET  MANAGEMENT"  IS  A  WORLDWIDE  GROUP  OF  COMPANIES  ENGAGED  IN  INVESTMENT  ADVISORY  AND  FUND  MANAGEMENT  ACTIVITIES 
AND  WHICH  ARE  ULTIMATELY  OWNED  BY  HSBC  HOLDINGS  PLC.  ISSUED  IN  THE  UK  BY  HSBC  ASSET  MANAGEMENT  EUROPE  LIMITED.  REGULATED  BY  IMRO. 
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Stock  funds 

We  grade  closed-end  funds  on  portfolio  performance,  not  stock  market 
results;  thus,  we  calculate  returns  using  net  asset  value,  not  market  price. 
To  receive  grades,  a  fund  must  have  existed  for  two  full  market  cycles 
(since  Nov.  30,  1987).  Remember  that  purchasing  closed-end  shares  is  like 
purchasing  shares  of  GM:  You  call  your  broker,  not  the  fund  company. 
Share  prices  and  discounts  are  as  of  July  3 1 . 


Performance 

Fund 

—Annualized  total  return — 

Assets 

Recent 

Premium/discount  (-) 

Annual 

UP 

DOWN 

7/84 

last 

5-year 

6/30/96 

price 

recent 

52-week 

expenses 

— 

markets— 

to 

12 

($mil) 

average 

per 

7/96 

months 

$100 

I 

jLjiiuaiu  ot  ruui)  >j\j\j  3iui*n  ovciagc 

16.5% 

16.6% 

13.6% 

r  / 

14.1% 

13.3% 

13.9% 

-11.3% 

$1.29 

C 

B 

Adams  Express 

14.0% 

14.1% 

11.6% 

$1,060 

18'/4 

-16.9% 

-14.6% 

$0.39 

Alliance  All-Market  Advantage 

* 

2.7 

* 

57 

17'/2 

-16.4 

-14.3 

2.00 

C 

D 

Baker,  Fentress  &  Co 

11.1 

21.2 

12.1 

772 

177/« 

-20.3 

-20.7 

0.98 

B 

A 

Bergstrom  Capital 

19.3 

16.7 

13.2 

152 

108'/2 

-15.5 

-12.2 

0.82 

■  C 

D 

Blue  Chip  Value 

— * 

17.4 

12.9 

104 

85/s 

-3.6 

-10.5 

1.08 

A 

C 

Central  Securities 

14.8 

11.0 

22.7 

322 

223/8 

4.1 

3.1 

0.62 

Cohen  &  Steers  Total  Return  Realty 

— * 

13.1 

* 

103 

13'/2 

-2.4 

-1.8 

1.23 

■  D 

B 

Counsellors  Tandem  Securities 

— * 

7.3 

5.6 

83 

17'/8 

-4.5 

-8.5 

1.29 

Delaware  Group  Dividend  &  Income 

— * 

13.4 

* 

208 

15'/2 

9.5 

1.8 

0.89 

Equus  II  Fund 

 * 

8.6 

89 

13'/2 

-31.1 

-28.0 

6.10 

■  A 

D 

First  Financial  Fund 

27.5 

39.8 

225 

127s 

-9.1 

-3.4 

1.00 

■  C 

B 

Gabelli  Equity  Trust 

— * 

6.3 

12.7 

1,050 

9 

-6.2 

-6.7 

1.25 

B 

D 

General  American  Investors 

14.5 

15.1 

8.0 

602 

203/4 

-16.9 

-16.6 

1.06 

Hancock  Bank  &  Thrift 

— * 

17.3 

— * 

653 

225/s 

-20.3 

-15.4 

1.49 

Hancock  Patriot  Preferred  Dividend 

* 

8.9 

— * 

147 

127* 

-1.0 

-2.4 

1.30 

Hancock  Patriot  Premium  Dividend  1 

— * 

10.2 

10.5 

204 

87/s 

-0.3 

-1.5 

1.32 

Hancock  Patriot  Premium  Dividend  II 

— * 

11.2 

11.0 

275 

10'/2 

-7.1 

-7.4 

1.33 

Hancock  Patriot  Select  Dividend 

— * 

11.0 

10.6 

219 

145/2 

-1.0 

-4.5 

1.29 

■  B 

D 

H&Q  Healthcare  Investors 

— * 

27.0 

11.2 

151 

187/s 

-19.4 

-17.0 

1.63 

H&Q  Life  Sciences  Investors 

— * 

24.6 

125 

135/8 

-19.0 

-16.4 

1.64 

Inefficient-Market  Fund 

110 

11. i 

7  O 

/.y 

£Q 
JO 

1  fil/. 

1U/4 

1  A  fl 

-14. U 

—io.c 

1  01 

■  C 

C 

Liberty  All-Star  Equity 

 * 

9.9 

12.4 

913 

10 

-8.1 

-4.7 

1.06 

■  D 

A+ 

Liberty  All-Star  Growth1 

4.3 

5.8 

128 

87 

-18.0 

-15.4 

1.42 

■  A 

F 

Morgan  Grenfell  SmallCap 

 * 

23.0 

15.0 

116 

97 

-16.7 

-14.9 

1.51 

New  Age  Media  Fund 

6.6 

286 

137 

-21.8 

-19.2 

1.25 

D 

A 

Petroleum  &  Resources  Corp 

11.8 

14.8 

9.0 

439 

29'/s 

-11.5 

-9.0 

0.60 

■  B 

C 

Pilgrim  America  Bank  &  Thrift2 

21.1 

19.0 

223 

117 

-22.5 

-16.4 

1.05 

Preferred  Income  Management 

 * 

12.2 

136 

13'/s 

-8.3 

-11.2 

1.85 

Preferred  Income  Opportunity 

 * 

11.3 

137 

11 

-9.7 

-11.0 

1.72 

■  C 

■C 

Quest  for  Value  Dual-Capital3 

 * 

11.5 

16.5 

911 

457e 

-5.3 

-5.4 

0.74 

Quest  for  Value  Dual-Income3 

Royce  Micro-Cap  Trust" 

 * 

10.1 

* 

111 

77 

-16.9 

-13.4 

1.36 

■C 

c 

Royce  Value  Trust 

 * 

6.2 

14.3 

365 

117 

-16.6 

-12.2 

1.26 

C 

c 

Salomon  Brothers  Fund 

13.8 

20.0 

12.6 

1.394 

137 

-16.9 

-14.7 

0.41 

D 

B 

Source  Capital  Fund 

13.2 

11.2 

10.7 

376 

407 

-5.4 

-3.5 

0.93 

Southeastern  Thrift  &  Bank 

15.9 

33.5 

61 

127 

-15.6 

-9.5 

1.31 

C 

B 

Tri-Continental  Corp 

14.2 

10.2 

9.8 

2,677 

227 

-19.1 

-18.0 

0.63 

■  B 

■C 

Vanguard  Gemini  II— Capital3 

 * 

14.4 

17.0 

407 

34'/s 

-5.8 

-3.6 

0.62 

Vanguard  Gemini  ll-lncome3 

■  D 

A 

Zweig  Fund 

8.3 

9.1 

557 

107 

2.1 

1.3 

1.22 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  "Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  Formerly  Charles  Allmon  Trust, 
formerly  Pilgrim  Regional  Bankshares.  'Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  one.  'Formerly  Royce  OTC  Micro-Cap. 

Sources.  Forbes:  Upper  Analytical  Services. 
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A  N  O  T  H  E  R   INVESTOR'S  AD  VAN  TAG  El 


A  brokerage 
account. 

At  $49 
a  trade. 


15 

trade 
minimum 


At  only  $49  a  trade?  the  Value  Trader 
Discount  Brokerage  Account  from 
American  Express  Financial  Direct  can 
save  you  up  to  50%.  And  it's  a  rate  you  get 
or  as  few  as  1  5  trades  a  year.  There's  no  minimum  invest- 
ment or  balance  required,  no  limit  on  free  stock  quotes,  and 
[io  verification  of  your  trading  history  is  necessary. 


Compare  Brokerage  Fees  &  Minimums 


Brokerage  Firm 

1 50  Shares 
@  $30  per  Share 

200  Shares 
@  $40  per  Share 

1Y1  i  n  i  m  u  m 
Investment 

Value  Trader  Account 
Irom  American  Express 

$49 

$49 

None 

Schwab  One  Account 

$82.50 

$103.20 

$5,000 

Fidelity  Plus 

$81.50 

$102.70 

$5,000 

}hart  source  internal  American  Express  Survey,  May  /996  Commission  rates  may  vary 
or  different  sendees. 

Licensed  financial  consultants  are  waiting  to  provide  more 
information  on  discount  brokerage  and  more.  Whatever 

/our  needs,  you'll  receive  the  exceptional  service  you  expect 
rom  American  Express. 


Financial 
Direct 


To  open  a  Value  Trader  Account  with  no 
minimum  investment  or  balance, 
unlimited  stock  quotes  and  $49  a  trade 
with  just  1 5  trades  a  year,  call 

1800AXP-2011 

2  9  7  -  2  01  1 


mere  may  be  fees  for  special  services  or  under  certain  conditions  *Eor  equity  trades  up  to  4,000 
pply  to  mutual  junds.  American  Express  Service  Corporation,  member  NASI)  and  SIPC. 


hares.  Please  consult  the  fee  schedule.  lhe  advertised  discounts  do  not 
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Taxable  bond  funds 


When  shopping  for  a  bond  fund,  pay  a  lot  of  attention  to  expenses; 
in  nine  cases  out  often,  a  steep  management  fee  doesn't  buy  you 
smarter  portfolio  management.  To  make  your  search  easier,  we've 
narrowed  this  list  of  closed-end  taxable  bond  funds  to  those  selling  at 
a  discount  at  least  ten  times  the  expense  ratio.  Also  look  at  interest 
rate  risk,  captured  in  the  grades  for  up  and  down  markets.  Funds  with 
high  grades  in  down  markets  generally  have  short-maturity  bonds  that 
are  less  sensitive  to  interest  rate  fluctuations.  Long  bonds,  in  contrast, 
earn  a  fund  a  good  grade  for  bull-market  performance.  We  grade 
funds  for  performance  over  the  past  five  years.  Discounts  and 
performance  are  as  of  July  31. 


Performance      Fund                                         Annualized  total  return  Yield      Assets  Recent  Premium/discount  (-)  Annual 

UP       DOWN                                                    7/91          last  %      6/30/96  price     recent     52-week  expenses 

—markets—                                                       to            12  ($mil)                            average  per 

7/96        months  $100 


Merrill  Lynch  corporate/govt  bond  index 

8.2% 

4.8% 

6.2% 

m 

Forbes  closed-end  taxable  bond  composite 

8.4% 

7.0% 

7.6% 

-12.5% 

$0.88 

Ail-American  Term  Trust 

— * 

8.0% 

7.7% 

$194 

12/4 

-12.1% 

-11.4% 

$1.05 

A+ 

F 

American  Govt  Income  Fund 

8.1% 

7.1 

12.0 

120 

4/8 

—13.0 

-8.9 

1.04 

A 

F 

American  Govt  Income  Portfolio 

8.0 

7.0 

13.8 

163 

5/8 

-11.7 

-8.8 

0.99 

A 
H 

u 

Ampriran  Onnnrti initu  Inf nmc 
HIMCMLdll  U&J1JUI  luiiiiy  IIILUIIIC 

7  7 
/ .  / 

/  .J 

11.4 

145 

1H  J 

J/4 

-10  ? 

1  U.c 

-1?  ? 

ICC 

n  95 

U  J  J 

American  Select  Portfolio 

 * 

6.1 

9.1 

163 

103/8 

-15.7 

-14.9 

1.06 

American  Strategic  Income  II 

 * 

7.2 

9.2 

253 

10% 

-15.3 

-15.5 

1.25 

American  Strategic  Income  III 

_* 

6.6 

9.9 

323 

10'/4 

-15.2 

-14.2 

1.28 

BlackRock  1999  Term  Trust 

— * 

8.4 

4.7 

201 

8/2 

-8.5 

-10.2 

0.74 

c 

D 

BlackRock  Income  Trust 

6.2 

7.1 

8.7 

465 

6 

-18.7 

-14.4 

1.09 

BlackRock  Investment  Quality  Term 

4.7 

6.8 

327 

7/8 

-16.7 

-15.9 

0.92 

c 

D 

BlackRock  Strategic  Term 

6.6 

6.4 

5.6 

511 

7'/2 

-15.5 

-16.1 

0.78 

B 

D 

BlackRock  Target  Term  Trust 

7.9 

6.5 

6.2 

927 

83/4 

-9.9 

-9.8 

0.75 

B 

D 

Fort  Dearborn  Income  Securities 

9.2 

5.0 

7.3 

141 

143/8 

-9.8 

-9.8 

0.78 

D 

B 

Fortis  Securities 

8.0 

6.5 

8.8 

114 

77/8 

-12.2 

-8.0 

0.78 

Hyperion  1999  Term  Trust 

-6.1 

6.8 

145 

6'/4 

-11.1 

-12.0 

0.96 

Hyperion  2002  Term  Trust 

 * 

2.8 

6.5 

290 

6'/8 

-14.8 

-15.2 

0.90 

Hyperion  2005  Invest  Grade  Oppor 

4.3 

7.7 

181 

73/8 

-13.2 

-14.7 

1.08 

C 

C 

Hyperion  Total  Return 

8.3 

8.3 

8.7 

251 

83/4 

-13.2 

-14.1 

1.07 

Income  Opportunities  1999 

 * 

8.2 

5.3 

438 

83/8 

-10.8 

-11.4 

0.69 

Income  Opportunities  2000 

6.1 

5.8 

113 

8'/2 

-10.8 

-12.1 

0.89 

C 

C 

InterCapital  Income  Securities 

8.7 

5.5 

8.1 

210 

15'/4 

-11.7 

-8.6 

065 

C 

C 

MFS  Government  Markets  Income 

7.0 

6.3 

6.5 

564 

S'/2 

-11.2 

-13.4 

0.99 

D 

C 

MFS  Intermediate  Income  Trust 

7.3 

6.2 

6.9 

1,182 

6'/8 

-10.4 

-14.0 

0.95 

B 

C 

Montgomery  Street  Income  Sees 

9.6 

6.7 

7.3 

196 

17 

-10.9 

-8.2 

0.75 

Nations  Government  Income  2004 

14.7 

7.0 

126 

8 

-11.3 

-9.8 

0.57 

Nations  Govt  Inc  Term  Trust  2003 

16.2 

7.0 

154 

8'/8 

-8.0 

-9.5 

0.25 

C 

C 

Putnam  Intermediate  Govt  Income 

7.6 

5.0 

7.2 

543 

73/8 

-12.0 

-11.0 

1.00 

C 

B 

Putnam  Master  Income  Trust 

10.9 

8.9 

7.6 

482 

8 

-11.7 

-11.1 

1.02 

D 

B 

Putnam  Master  Intermediate  Income 

10.1 

8.4 

7.4 

329 

7'/4 

-14.2 

-12.0 

1.03 

C 

B 

Putnam  Premier  Income  Trust 

10  8 

8.9 

7.7 

1,199 

7'/2 

-12.1 

-10.7 

0.82 

TCW/DW  Term  Trust  2000 

7.8 

5.0 

459 

'  75/8 

-12.5 

-13.2 

0.74 

TCW/DW  Term  Trust  2002 

* 

8.7 

6.3 

423 

8 

-11.6 

-14.0 

0.79 

TCW/DW  Term  Trust  2003 

* 

7.5 

6.2 

899 

7'/4 

-16.7 

-17.2 

0.77 

2002  Target  Term  Trust 

* 

10.0 

6.1 

117 

12'/4 

-13.1 

-12.0 

0.92 

B 

D 

VanKamp  Amer  Bond  Fund 

9.3 

5.8 

7.7 

223 

177/« 

-10.2 

-7.5 

0.64 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period 

Sources:  Forbes:  Upper  Analytical  Services. 
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what 


O,  PPO,  and  POS  ASAP? 


we  need  help  vvitRstress  nianagernenBTf^  » 


what  if  I  want  more  choices  of 


what  if 
I  want  a  large 
network  close: 
to  home? 


LB 


what  if  my  employees  want  to  have  their  cholesterol  checked? 

what  if  I  need  quick  claims  processing? 


what  if  you  didn't  have  to  worry  about  health  care? 


Vhat  if  there  were  a  health  care  organization  with  innovations  that  anticipated  the  health  care  needs  of  jour 
usiness?  With  an  extensive  choice  of  cost  effective,  customized  managed  care  options,  and  the  flexibility 
change  as  jour  needs  do?  Call  1  800  HMO-BLUE.  BlueCross  BlucShicld  of  New  Jersey 


32 


©1996  Blue  Cross  and  Blue  Shield  ofNrw  Jersey.  Blur  Cross  .mil  Blue  Shit-Ul  of  New  Jersey 
and  Blue  Shield  ol  New  Jersey  ©1996  Columbia  Pictures;  Comedy  III  Productii 


id  I  IM( )  Blue  are  Independent  I  uensces  ol  ihe  Blue  Cross  and  Blue  Shield  Assoc  iation.1  IM( )  Blue  is  a  suhsidiai  s  ol  Blue  (  r. 
is,  hit  All  Bigliis  Reserved  The  Three  Stoogcs'MThc  lliree  Stooges  is  a  trademark  ol  Coined)  111  Productions,  Inc. 


Municipal  bond  funds 

With  interest  rates  fairl)   table  over  the  past  year,  net  asset  values  of  closed- 
end  muni  hinds  held  up  pretty  well.  Nonetheless,  enough  holders  want  out 
of  these  funds  that  many  trade  at  double-digit  discounts.  We're  fairly  picky 
here:  We  don't  even  list  a  hind  unless  it  is  trading  at  a  discount  of  at  least 
ten  times  its  expense  ratio.  Grades  show  performance  over  the  past  five 
years  during  bullish  periods  (months  when  rates  declined)  and  bearish  peri- 
ods (when  rates  rose).  Yields  are  a  percentage  of  net  asset  value,  not  price. 
Discounts  and  performance  are  as  of  July  31.  MuniYield  Insured  Fund  II  is 
the  only  fund  here  to  make  our  Best  Buy  list. 


Performance  Fund 
UP  DOWN 

—markets— 


Annualized  total  return  Yield      Assets  Recent  Premium/discount  (-)  Annual 

7/91          last  %      6/30/96  price     recent     52-week  expenses 

to            12  ($mil>                            average  per 

7/96        months  $100 


Lehman  Brothers  municipal  bond  index         7.7%       7.6%  5.6% 

Forbes  closed-end  municipal  bond  composite  7.8%       8.4%         5.8%  -11.2%  $0.81 


American  Municipal  Income  Port 

— * 

8.9% 

5.8% 

$121 

llVs 

-14.3% 

-12.6% 

$0.77 

D  A 

Apex  Municipal  Fund 

5.9% 

6.6 

6.5 

196 

9'/8 

-9.2 

-9.6 

0.86 

BlackRock  California  Ins  Mum  2008 

7.6 

5.3 

159 

133/4 

-10.5 

-9.7 

1.02 

RLirL'Rnr  U  Invpctmpnt  Oual  Mimi 
d  laL  ft  r\UL  r\  1 1 1  vciiii  ici  it  uuai  iviuiii 

10.1 

5.6 

235 

12'/4 

-13.7 

-14.9 

1.11 

1  nfprP^nital  Ca\ if  1  nQi irpri  M nn i  1  nr 

III  LCI  vaUl  La  1  \j<a  1 1 1    1 1  loUl  CU  IVIUIII    1 1  IL 

10.4 

5.5 

241 

lp/g 

-12.5 

-12.3 

0.75 

IntprPanital  f^lif  Onalitv  Muni 

1 1 1 1  CI  L^aLJIla  1  LrPlll  VxUdlliy  IVIUIII 

 * 

11.3 

5.5 

200 

10% 

-15.1 

-15.0 

0.78 

a  n 

1  n+prPanital  1  nci  irpH  Mi  in  i  RnnH 

1 1 1  LCI  VsaUl  la  1   llloUICU  IVIUIII  DUIIU 

9  1 

6  4 

6.1 

108 

133/4 

-9.5 

-8.8 

0.94 

InterCapital  Insured  Municipal  Income 

— * 

10.1 

5.6 

586 

ll3/8 

-16.1 

-15.7 

0.68 

InterCapital  Insured  Muni  Sees 

 * 

8.4 

5.4 

136 

127/s 

-13.2 

-13.3 

0.49 

InterCapital  Quality  Muni  Sees 

 * 

11.3 

5.5 

361 

103/4 

-17.5 

-16.7 

0.70 

MuniAssets  Fund 

8.3 

6.3 

144 

12'/2 

-9.6 

-10.1 

0.42 

D  B 

Municipal  Income 

6.6 

6.0 

6.1 

302 

9'/8 

-6.6 

-7.9 

0.64 

Municipal  Partners  Fund 

10.0 

5.7 

118 

ll'/2 

-15.5 

-15.4 

1.38 

Municipal  Partners  Fund  II 

* 

9.6 

5.4 

123 

105/8 

-18.6 

-16.6 

1.42 

A+  F 

MuniEnhanced  Fund 

9.0 

6.9 

6.1 

489 

101/2 

-10.6 

-10.2 

0.68 

MuniVest  Florida  Fund 

* 

8.7 

5.8 

118 

12 

-8.6 

-8.1 

0.81 

MuniVest  Fund  II 

 * 

7.8 

6.1 

409 

12'/2 

-9.8 

-11.9 

0.68 

MuniVest  Michigan  Insured 

8.1 

5.7 

148 

12'/s 

-9.7 

-10.2 

0.77 

MuniVest  New  York  Insured 

7.0 

5.7 

141 

ll5/8 

-10.2 

-9.2 

0.76 

MuniYield  California  Insured 

9.6 

5.8 

331 

13 

-9.2 

-8.8 

0.67 

MuniYield  California  Insured  II 

9.4 

5.9 

275 

13'/2 

-8.5 

-8.8 

0.69 

MuniYield  Insured  Fund 

 * 

8.5 

6.0 

1,003 

133/4 

-9.7 

-9.9 

0.64 

MuniYield  Insured  Fund  II 

 * 

8.7 

5.7 

367 

133/8 

-11.7 

-11.6 

0.67 

MuniYield  New  York  Insured  Fund  II 

6.6 

5.7 

227 

13 

-9.1 

-9.0 

0.72 

MuniYield  Pennsylvania  Fund 

7.8 

6.0 

126 

137/« 

-8.4 

-8.4 

0.78 

MuniYield  Quality  Fund 

7.3 

6.2 

635 

13'/s 

-8.7 

-11.2 

0.65 

MuniYield  Quality  Fund  II 

 * 

9.0 

6.2 

469 

13'/2 

-7.3 

-10.8 

0.67 

Nuveen  Ins  Premium  Income  Muni 

7.1 

5.5 

325 

127/s 

-10.2 

-10.8 

0.81 

Nuveen  Ins  Premium  Income  Muni  2 

9.2 

5.6 

421 

ll'/2 

-10.5 

-12.2 

0.81 

Nuveen  Michigan  Premium  Inc  Muni 

9.0 

5.5 

164 

127/s 

-9.1 

-10.7 

0.87 

Nuveen  Penn  Premium  Inc  Muni  2 

 * 

9.6 

5.7 

332 

12V8 

-11.5 

-8.7 

0.84 

Nuveen  Premium  Income  Muni  4 

 * 

9.0 

5.9 

867 

12'/2 

-9.5 

-10.6 

0.78 

Nuveen  Select  Maturities  Muni 

6.2 

5.6 

144 

'l07/8 

-6.7 

-2.8 

0.62 

PaineWebber  Insured  Muni  Income 

8.6 

5.5 

290 

ll5/8 

-17.1 

-16.9 

1.33 

PaineWebber  Invest  Grade  Muni  Inc 

 * 

6.8 

5.7 

163 

133/8 

-15.1 

-16.0 

1.31 

A  D 

Taurus  MuniNewYork  Holdings 

8.6 

7.3 

5.9 

109 

10l/i 

-13.4 

-8.3 

0.82 

Voyageur  Colorado  Insured  Muni  Inc 

7.3 

5.2 

105 

12V2 

-8.6 

-9.7 

0.75 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  tor  full  period. 

Sources:  Forbes,-  Upper  Analytical  Services. 
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TI1L  FUWMI  Uf 

GLOBAL  INVESTING 


Forbes 

Honor  Roll 

7  years  running 


T.  Rowe  Price  International  Stock  Fund— performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook 
international  equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 

funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established 
companies  outside  the  United  States.  It  has  proven  itself  over  periods  of 
both  up  and  down  markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar. 
In  fact,  the  fund's  success  has  placed  it  on  the  Forbes  Honor  Roll  for  the 
seventh  consecutive  year — the  only  international  mutual  fund  that  can 
■■■■^  claim  this  distinction.  The  fund's  performance  from  3/31/84  to  6/30/96  was 
considered;  18  honorees  were  selected* 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've 
been  helping  people  invest  overseas  since  1979,  when  we 
joined  forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of 
the  world's  oldest  and  most  successful  international 
advisers,  to  form  Rowe  Price-Fleming.  Today,  Rowe  Price- 
Fleming  serves  as  investment  adviser  to  our  family  of 
international  funds  and  manages  nearly  $29  billion  in 
foreign  stock  and  bond  assets. 

Let  US  Show  you  the  world.  To  learn  more  about  the 
International  Stock  Fund,  or  any  one  of  our  other  foreign 
equity  funds,  request  our  free  report,  The  Basics  of 
International  Stock  Investing,  today.  Of  course,  interna- 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


tional  investing  has  special  risks,  including  currency  .^^^■^^^^^^^^^^■^^^B 

fluctuation,  political  and  economic  instability,  and  the  volatility  of  emerging  markets.  As  with 
any  stock  fund,  there  will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs). 
No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-6155 

http://www.troweprice.com 


Invest  With  Confidence 

T.RoweRice 


cm 


Strategic  Insight  Simfund.  'As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must  he  open  to  new  investors  and  have  had 
he  same  management  for  at  least  5  years  Sector  funds  are  excluded  Read  the  prospectus  carefully  before  investing  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  ISF031898 


DLUvil} 'is JIT  i Uj Jil  0 1 


Our  first  group,  balanced  funds,  invests  in  both  bonds  and  stocks,  or  holds  convertibles — hybrids 
combining  features  of  bonds  and  stocks.  For  tax  reasons,  it's  often  better  to  create  your  own 
blend  from  equity  and  fixed-income  funds.  Global  bond  funds,  next,  have  not  only  rate  risk  but 
also  currency  risk.  Here,  we  limit  our  list  to  funds  with  discounts  at  least  ten  times  expense  ratios. 
Finally,  there  are  junk  bond  funds,  which  mostly  trade  at  premiums.  Our  advice  if  you  want  junk: 
Pick  an  open-end  junk  fund  from  our  Aug.  26  issue. 


Balanced  funds 


Performance 

Fund 

Annualized  total  return1 

Yield 

Assets2 

Recent 

Premium/discount  (-) 

Annual 

UP 

DOWN 

5  years 

12  mos 

% 

($mil) 

price 

recent 

avg1 

expenses 

IT 

Blended  stock  and  bond  markets  index 

11.0% 

10.6% 

4.3% 

Forbes  closed-end  balanced  composite 

11.3% 

8.5% 

5.9% 

-9.2% 

$1.03 

C 

C 

Bancroft  Convertible  Fund 

13.1% 

13.2% 

4.4% 

$79 

217/8 

-15.7% 

-13.4% 

$1.20 

BlackRock  2001  Term  Trust 

5.4 

5.1 

1,233 

7'/2 

-13.5 

-14.6 

0.62 

c 

B 

Castle  Convertible  Fund 

13.4 

10.1 

5.8 

64 

24 

-14.4 

-10.3 

1.03 

c 

C 

Convertible  Holdings-Capital4 
Convertible  Holdings-Income4 

11.3 

7.8 

5.3 

280 

217/8 

-5.4 

-5.8 

0.79 

c 

D 

Duff  &  Phelps  Utilities  Income 

7.6 

9.6 

9.3 

2,166 

8% 

9.3 

6.6 

1.23 

c 

C 

Ellsworth  Convertible  Growth  &  Inc 

13.0 

13.5 

4.3 

76 

9'/4 

-15.8 

-14.2 

1.20 

D 

B 

Gabelli  Convertible  Securities 

9.4 

5.7 

5.4 

92 

9'/2 

-14.7 

-9.3 

1.30 

A 

C 

Lincoln  National  Convertible  Sees 

15.6 

11.6 

6.0 

136 

17'/8 

-13.9 

-11.9 

1.06 

Nations  Balanced  Target  Maturity 

* 

8.7 

3.7 

57 

83/4 

-17.7 

-15.8 

1.24 

D 

A 

Putnam  Dividend  Income 

10.0 

5.3 

6.3 

174 

93/s 

-10.2 

-12.1 

1.07 

B 

C 

TCW  Convertible  Securities 

13.3 

6.3 

6.6 

272 

83/4 

7.2 

5.0 

0.81 

B 

D 

VanKamp  Amer  Convert  Sees 

10.4 

7.5 

4.6 

81 

193/4 

-18.1 

-15.4 

0.80 

C 

C 

Zweig  Total  Return 

7.7 

5.8 

9.6 

627 

83/s 

3.3 

2.7 

1.10 

Global  bond  funds 

Performance 

Fund 

Annualized  total  return1 

Yield 

Assets2 

Recent 

Premium/discount  (-) 

Annual 

UP 

A. 

DOWN 

5  years 

12  mos 

% 

($mil) 

price 

recent 

avg3 

expenses 

JP  Morgan  government  bond  index 

11.1% 

7.3% 

10.4% 

Forbes  closed-end  global  bond  composite 

8.0% 

15.6% 

7.0% 

-14.1% 

$1.08 

Americas  Income  Trust 

8.8% 

0.6% 

$51 

67/s 

-15.8% 

-15.4% 

$1.24 

BlackRock  North  American  Govt  Income 

16.0 

6.0 

406 

Wl 

-15.2 

-13.2 

0.97 

c 

C 

Dreyfus  Strategic  Governments  Income 

7.7% 

6.9 

7.3 

151 

9'/4 

-10.3 

-12.7 

0.94 

Global  High  Income  Dollar 

22.3 

8.9 

326 

UVl 

-15.6 

-12.9 

1.46 

RCM  Strategic  Global  Government 

8.0 

7.9 

344 

95/s 

-14.4 

-13.1 

1.20 

Strategic  Global  Income 

14.6 

8.7 

293 

ll5/8 

-15.5 

-14.6 

1.24 

B 

D 

Templeton  Global  Governments  Income 

7.7 

10.2 

6.9 

182 

67/8 

-13.5 

-10.7 

0.94 

C 

C 

Templeton  Global  Income 

8.5 

10.7 

7.3 

999 

7 

-15.3 

-14.9 

0.72 

Worldwide  DollarVest  Fund 

43.0 

9.7 

93 

13'/8 

-11.7 

-6.7 

0.97 

Junk  bond  funds 


Performance 

Fund 

Annualized  total  return1 

Yield 

Assets2 

Recent 

Premium/discount  (-) 

Annual 

UP 

DOWN 

5  years 

12  mos 

% 

($mil) 

price 

recent 

avg3 

expenses 

Merrill  Lynch  high  yield  index 

13.1% 

8.9% 

9.8% 

Forbes  closed-end  junk  bond  composite 

14.8% 

11.9% 

10.7% 

5.2% 

$1.37 

Cigna  High  Income  Shares 

17.4% 

15.8% 

11.5% 

$266 

"  77/8 

7.3% 

10.1% 

$1.12 

Franklin  Universal  Trust 

15.1 

9.7 

9.0 

258 

9 

-4.7 

-6.1 

2.26 

C 

■  C 

High  Income  Advantage  Trust 

13.1 

9.4 

11.4 

158 

57/s 

11.9 

9.9 

0.93 

High  Income  Advantage  Trust  II 

13.7 

9.8 

11.2 

213 

6'/4 

4.7 

2.8 

0.92 

Kemper  High  Income  Trust 

13.8 

10.9 

10.2 

205 

93/4 

10.2 

7.3 

1.58 

Prospect  Street  High  Income  Port 

15.5 

15.7 

11.1 

157 

37/8 

2.0 

2.9 

1.41 

■  Fund  rated  fcr  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  Through  7/31/96.  'As  of  6/30/96.  '52-week  average. 
'Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  one. 
Sources:  Forbes, 1  'poe:  Analytical  Services. 


202 


Forbes  ■  September  9,  1996 


The  growth  and  preservation  of  wealth  has  never  been  a  more  global  issue- 
or  a  more  private  one.  At  Credit  Suisse  USA,  it  is  our  long-held  belief  that  banking 
privately  must  provide  more  than  enhanced  banking  services.  Prudent  wealth  management 
requires  selecting  a  partner  whose  global  perspective  and  personal  commitment  give  you  the 
privacy  and  peace  of  mind  that  you  deserve  while  leaving  you  in  control  of  your  investments. 

If  you  desire  a  superior  level  of  service  that  covers  your  needs  as  a  high  net  worth  investor, 
please  call  Barry  R.  Sloane,  Group  Executive,  Private  Banking  at  (212)  238-5100. 


Credit  Suisse  Private  Banking 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco 


DLlivilriillJ  /JjJJJ  vDuUjLI 


International  and  country  funds 


Do  you  like  out-of- favor  stocks?  Try  an  out-of-favor  country.  The  Emerg- 
ing Germany  Fund  trades  at  a  27%  discount,  meaning  that  you  can  buy.a 
portfolio  of  German  stocks  for  73  cents  on  the  dollar.  A  lot  of  internation- 
al and  country  funds  are  having  a  hard  time  finding  buyers  these  days.  The 
resulting  discounts  have  enabled  these  funds  to  take  eight  of  the  ten  slots 
on  our  Best  Buy  list  for  closed-end  stock  funds.  Besides  economy  (deep 
discount,  low  expense  ratio),  you  should  look  for  performance  in  an  inter- 
national closed-end  fund.  To  be  graded,  a  fund  must  have  been  around  for 
at  least  two  market  cycles — since  August  1987  for  most  funds  and  since 
September  1990  for  emerging  market  funds.  International  closed-end 
hinds,  especially  single-country  hinds,  can  be  quite  volatile,  but  a  diversi- 
fied portfolio  of  them  could  offer  an  attractive  risk/reward  profile.  Dis- 
counts and  performance  are  as  of  July  31. 


International  funds 

Performance 

Fund 

— Annualized  total  return — 

Assets 

Recent 

Premium/discount  (-) 

Annual 

UP  DOWN 

3/84 

last  12 

5-year 

6/30/96 

price 

recent 

52-week 

expenses 

—markets— 

to  7/96 

months 

($mil) 

average 

per  $100 

#r  ! 

tVIOrgdn  OLaillcy  L.dpilal  1  fill  CnrL  IIIUca 

ItiJ  /o 

3.5% 

8.3% 

Dicnacu  uomc5iic  ana  lurcign  mulk  iiiuca 

1  J  ■  -J  /o 

9  9% 

1 1  ?% 

M  / 

rOiDcS  ClUbcCI-cllU  Hill  blULK  CUIIipUbllc 

1?./  /o 

8.2% 

11.1% 

-16.5% 

$1.66 

Alliance  Global  Environment 

_* 

16.5% 

2.0% 

$107 

lift 

-21.0% 

-21.6% 

$1.57 

B  C 

Asia  Pacific  Fund 

20.8% 

-7.4 

15.7 

275 

ll5/8 

-14.0 

-6.5 

1.53 

Asia  Tigers  Fund 

9  3 

—L.J 

971 

LI  I 

in 

1U 

10.0 

in  q 

1  Ri 

Central  European  Equity 

* 

7  3 

19  3 

977 

LI  1 

1 7V« 
1  /  /a 

99  R 

— LL.O 

91  fi 

L  1 .0 

1  9d 

■C  "C 

Clemente  Global  Growth 

* 

i  i 
1.1 

DO 

77/. 

o/i  A 

00 

1.38 

Delaware  Group  Global  Div  &  Inc 

11.9 

* 

94 

15 

5.1 

-0.2 

1.13 

Emerging  Markets  Infrastructure 

4.5 

221 

10ft 

-21.8 

-15.7 

1.83 

Emerging  Markets  Telecommun 

 * 

7.5 

180 

16ft 

-18.3 

-13.1 

1.77 

Europe  Fund 

 * 

19.3 

13.1 

171 

13ft 

-18.5 

-13.8 

1.42 

Fidelity  Advisor  Emerging  Asia-A 

5.8 

 * 

141 

13ft 

-14.5 

-12.3 

1.66 

Gabelli  Global  Multimedia  Trust' 

 * 

7.2 

99 

6ft 

-18.9 

-15.8 

1.65 

Global  Health  Sciences 

 * 

26.7 

481 

16 

-23.3 

-21.1 

1.33 

Global  Small  Cap  Fund4 

12.5 

 * 

51 

10ft 

-20.6 

-18.6 

1.69 

GT  Global  Developing  Markets 

14.6 

482 

10ft 

-19.5 

-16.9 

1.77 

GT  Greater  Europe 

4.8 

8.1 

115 

123/4 

-18.8 

-12.8 

1.79 

Hancock  Patriot  Global  Dividend' 

10.0 

173 

12ft 

-6.7 

-6.3 

1.26 

Latin  America  Equity 

7.7 

 * 

150 

14 

-17.6 

-11.0 

1.81 

Latin  America  Growth 

 * 

-2.9 

 * 

51 

93/4 

-19.5 

-14.0 

2.38 

■A  bC 

Latin  America  Investment 

7.4 

16.8 

155 

15ft 

-18.1 

-11.6 

1.78 

Latin  American  Discovery 

30.8 

170 

lift 

-17.3 

-10.3 

2.17 

Morgan  Stanley  Africa  Investment 

10.2 

* 

248 

12 

-23.8 

-22.3 

1.77 

Morgan  Stanley  Asia-Pacific 

* 

2.6 

 * 

964 

10ft 

-17.4 

-10.6 

1.36 

Morgan  Stanley  Emerging  Markets 

 * 

4.0 

398 

14ft 

-9.6 

-1.5 

1.86 

Schroder  Asian  Growth 

1.5 

280 

12ft 

-10.3 

-10.3 

1.65 

D  C 

Scudder  New  Asia 

12.2 

-5.4 

7.5 

140 

13ft 

-10.7 

-3.9 

1.74 

Scudder  New  Europe 

16.4 

10.9 

257 

12ft 

-22.5 

-19.1 

1.55 

TCW/DW  Emerging  Markets  Oppors 

* 

1.3 

282 

10ft 

-19.8 

-17.2 

1.69 

Templeton  Dragon  Fund 

 * 

9.0 

865 

12ft 

-21.2 

-15.5 

1.52 

B  B 

Templeton  Emerging  Markets 

26.0 

2.7 

21.5 

288 

17ft 

3.0 

15.7 

1.68 

Templeton  Emerging  Markets  Apprec 

 * 

8.0 

* 

60 

lift 

-16.2 

-3.2 

1.64 

■C  aC 

Worldwide  Value  Fund' 

19.4 

8.5 

74 

20ft 

-13.9 

-18.7 

2.00 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  'Global  fund. 

Sources:  Forbes;  Upper  Analytical  Services. 
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Ask   the   top   level   executives   you   know   about  life 


insurance    and    chances    ate    they'll    tell    you  about 


Northwestern  Mutual  Life.  Why?  For  one  thing,  it's  the 


company  that  has  always  received  the  highest  possible 


ratings  for  financial  strength  and  security  from  Standard 


&  Poor's,  Moody's,  A.M.  Best  and  Duff  &  Phelps.  If  your 


boss  won't  let  you  in  on  the  other  reasons,  his  agent  wil 


Have  you  heard  from  ThcA^tilC'l  Company? 

Northwestern 
Mutual  LifeB 


CI9»TWN«h.t,irrnM..l^lLfcl»»,r.n«C..ni^n1,Mil».»k«.WlK.>niiii  htlp://www.Northw<  sU  rnMutU;ll  com 


Think 

International 

Think 

Performance 

Think 

Twentieth  Century 


Twentieth  Century's  International  Funds  Beat  The  Benchmarks. 


Now  that  two-thirds  of  the  world's 
investment  opportunities*  are  outside  the 
U.S.,  consider  how  Twentieth  Century's 
approach  to  domestic  equities  Is  being 


TWo  Good  Ways  To  Think  International 


AVERAGE  ANNUAL  TOTAL  RETURNS** 

As  of  June  30,  1996 

1  Year 


applied  overseas.  The  numbers  speak  for 
themselves.  Our  International  Emerging 
Growth  Fund  focuses  on  small,  fast  grow- 
ing companies  in  developed  markets  and 
fast  growing 


Twentieth  Century  International 

Emerging  Growth  Fund  31.4% 

Average  International 

Sma  ll  Company  Fund  *  20. 0/o 

Twentieth  Century  International 

Equity  Fund  17.3% 

EAFE (Europe,  Australia, 

Far  East)  Index"  13.3% 

Average  International 

Fund  15.0% 


5  Year     tife  of  Fund 

—  18.0% 

(4/1/94) 

—  5.5% 

(3/31/94-6/30/96) 


14.0%  13.1% 

(5/9/91) 

10.0%  8.3% 

(4/30/91- 6/30/96) 

11.0%  9.7% 

(,y9/9 1-6/30/96) 


companies 
in  emerging 
markets  with- 
out regard  to 
market  capital- 
ization. Our 
International 
Equity  Fund 
focuses  primarily 
on  fast  growing 
companies  in 
developed 
markets.  Please 
keep  in  mind: 


international  investing  involves  signifi- 
cantly more  risk  than  domestic  investing 
such  as  the  risk  of  political  instabihty. 
But  also  keep  in  mind:  we  believe  that 
successful  investing  doesn't  mean  you 
have  to  be  in  the  right  place  at  the 
right  time.  You  just  have  to  be  in  the 
right  place,  over  time.    Call  toll  free: 
1-800-345-2021. 


1-800-345-2021 

http:  //www.twentieth-century.com 
AOL  Keyword:  Twentieth  Oenturv 


*  Bused  upon  morket  copitolization.  **  Darn  quoted  represents  post  performance  ond  assumes  reinvestment  of  ell  distributions  Post  performance  is  no  guarantee  of  future  results.  Investment  return  ond  pnncipol  value  will  fluctuate, 
ond  redemption  value  may  be  more  ot  less  titan  originol  cost.  *  As  provided  by  Upper  Anolyticol  Services,  Inc.  It  is  not  an  investment  product  available  for  purchase. 77  The  Morgan  Stanley  Europe,  Australia,  For  East  (EAFE)  Index  is 
a  widely  followed  group  of  stocks  from  20  intemotional  markets.  Dividends  ore  reinvested.  It  is  not  on  investment  product  available  for  purchase.  77  We  will  send  you  a  World  Investors  Kit  that  contains  o  prospectus  with  more 
complete  information,  including  charges,  expenses  ond  minimums.  Please  read  the  prospectus  carefully  before  inveshng.  Or  visit  our  Web  or  AOL  site  to  download  or  view  o  prospectus  on-line.  Twentieth  Century  Secunties,  Inc. 
©  1996  Twentieth  Century  Services,  Int..  P.O.  Box  419200,  Kansos  City,  M0  64141-6200.  FBS 


CE    FOR    YOUR    IRA,    4  0  1  (  k  )  ,    4  0  3  (b),    OR  SEP/SARSEP 


Country  funds 

Performance 

Fund 

 Annualized  total  return— 

-  Assets 

Recent 

Premium/discbunt  (-) 

Annual 

UP  DOWN 

..'        V  V  .' 

3/84 

last  12 

5-year 

6/30/96 

price 

recent 

52-week 

expenses 

—markets — 

to  7/96 

months 

($mil) 

average 

per  $100 

Morgan  Stanley  Capital  Intl  EAFE  index 

14.5% 

3.5% 

8.3% 

Morgan  Stanley  Capital  Int!  Emerging  Mkts  index  15.8% 

-0.6% 

10.8% 

MB  / 

Forbes  closed-end  foreign  stock  composite 

13.1% 

2.0% 

8.7% 

-12.2% 

$1.77 

Argentina  Fund 

* 

9.3% 

* 

$127 

ll5/8 

-4.9% 

-0.7% 

$1.88 

D  C 

ASA  Limited 

-2.6% 

2.8 

1.9% 

386 

403/4 

1.0 

2.9 

0.53 

Austria  Fund 

 * 

6.0 

3.3 

134 

83/4 

-21.8 

-19.7 

1.97 

■B  D 

Brazil  Fund 

— * 

16.6 

18.5 

426 

215/s 

-14.7 

-3.1 

1.62 

Brazilian  Equity  Fund 

— * 

35.8 

77 

127/s 

-23.1 

-4.2 

1.76 

■A  A 

Chile  Fund 

— * 

-6.4 

18.9 

380 

225/s 

-15.3 

-9.7 

1.46 

China  Fund 

— 

2.2 

— * 

140 

ll3/8 

-11.3 

-1.0 

2.55 

Czech  Republic  Fund 

 * 

35.3 

 * 

92 

143/8 

-11.2 

-4.1 

2.18 

Emerging  Germany  Fund 

 * 

-1.8 

3.1 

138 

7'/8 

-26.8 

-22.0 

1.51 

Emerging  Mexico  Fund 

 * 

9.2 

-0.8 

111 

65/8 

-17.2 

-9.5 

1.82 

Fidelity  Advisor  Korea 

— * 

-0.3 

* 

51 

11  Vi 

0.0 

-7.9 

1.83 

■C  aC 

First  Australia  Fund 

— * 

6.1 

7.7 

184 

85/s 

-14.4 

-16.1 

1.44 

First  Iberian  Fund 

— 

11.9 

6.7 

75 

85/s 

-23.5 

-21.9 

1.97 

First  Israel  Fund 

— * 

^4.6 

— * 

68 

103/4 

-10.0 

-11.8 

2.24 

■C  A 

First  Philippine  Fund 

 * 

-1.5 

21.5 

238 

153/s 

-21.7 

-18.9 

1.76 

France  Growth  Fund 

 * 

4.3 

11.0 

199 

97/s 

-22.0 

-18.2 

1.58 

■B  nC 

Germany  Fund 

 * 

5.0 

11.6 

213 

ll3/8 

-22.1 

-18.2 

1.23 

Greater  China  Fund 

— * 

6.3 

* 

188 

12'/4 

-16.7 

-7.3 

2.36 

Growth  Fund  of  Spain 

— * 

7.0 

6.9 

244 

11 

-21.4 

-17.8 

1.27 

India  Fund 

— 

-22.4 

* 

331 

77/8 

-9.7 

-1.0 

2.03 

■C  C 

India  Growth  Fund 

— 

-18.9 

4.9 

134 

1214 

-2.9 

10.3 

2.46 

Irish  Investment  Fund 

 * 

14.9 

12.1 

81 

125/s 

-17.6 

-13.4 

1.69 

■D  aD 

Italy  Fund 

— * 

2.5 

-0.6 

101 

8 

-18.7 

-14.9 

1.64 

Japan  Equity  Fund 

 * 

-0.2 

 * 

129 

10'/8 

-3.8 

12.1 

0.92 

Japan  OTC  Equity 

 * 

6.6 

-5.3 

104 

8 

-9.6 

6.5 

1.47 

Jardine  Fleming  China  Region 

 * 

-4.3 

 * 

110 

95/s 

-19.6 

-9.0 

2.22 

Jardine  Fleming  India 

— * 

-27.3 

 * 

110 

8 

-5.2 

3.6 

2.51 

Korea  Equity  Fund 

— * 

-14.5 

— * 

69 

8 

-2.4 

-4.6 

1.85 

c  c 

Korea  Fund 

13.2 

—4.0 

1  3  7 

K8Q 

DO  3 

l\J/2 

8  8 
o.o 

7  n 

/  .u 

1  98 

Korean  Investment  Fund 

— * 

inn 

— lu.y 

01 

61 

1  n 

10 

-4.3 

-6.5 

2.00 

C  B 

Malaysia  Fund 

17.8 

-3.5 

14.9 

212 

18 

-9.5 

-6.6 

1.44 

■B  *D 

Mexico  Equity  &  Income 

— * 

14.4 

7.1 

146 

95/s 

-19.5 

-11.8 

1.56 

A  D 

Mexico  Fund 

25.4 

9.3 

2.8 

903 

14'/2 

-15.5 

-11.1 

1.07 

Morgan  Stanley  India  Invest 

* 

-10.8 

 * 

395 

93/4 

-2.9 

2.5 

3.16 

New  Germany  Fund 

 * 

1.6 

9.4 

559 

12% 

-26.8 

-23.0 

1.01 

Nlouu  ^mifh  Africa 

 * 

-7.6 

 * 

79 

13 

-18.5 

-21.1 

1.98 

Palfictan  Inuoctmpnf  FunH 
roftiiwii  ii IVC9UIICI II  runu 

* 

-31.4 

 * 

83 

55/8 

-7.0 

-11.4 

2.20 

■D  B 

rorrugai  runu 

 * 

3.9 

8.1 

81 

12'/8 

-20.4 

-14.3 

1.58 

■D  D 

DnP  T-i  i  11  n  r>  Cim/4 

nut  laiwan  runu 

* 

3.7 

1.9 

368 

103/4 

5.9 

10.1 

1.98 

■C  "B 

Singapore  Fund 

z* 

-9.8 

10.8 

119 

ll3/s 

-6.2 

0.8 

1.84 

Southern  Africa  Fund 

15.3 

125 

16'/4 

-17.3 

-21.1 

2.05 

Spain  Fund 

8.3 

3.1 

123 

93/8 

-20.5 

-18.1 

2.07 

■A  "A 

Swiss  Helvetia  Fund 

6.1 

18.3 

314 

205/s 

-17.1 

-12.8 

1.38 

Taiwan  Equity  Fund 

2.4 

52 

lO'/s 

-4.0 

4.5 

2.38 

C  C 

Taiwan  Fund 

11.5 

11.5 

6.1 

371 

22 

2.2 

13.3 

1.75 

Templeton  China  World 

 * 

10.8 

271 

10'/2 

-20.6 

-12.5 

1.67 

Templeton  Russia  Fund 

 * 

33.9 

112 

193/4 

7.9 

16.0 

2.00 

Templeton  Vietnam  Opportunities 

0.1 

 * 

112 

11 

-19.5 

-11.8 

1.47 

■C  «C 

Thai  Capital  Fund 

-21.3 

14.2 

92 

ll3/4 

-6.0 

-8.0 

2.07 

■C  C 

Thai  Fund 

-15.9 

16.0 

341 

195/s 

-7.7 

-8.2 

1.17 

■C  bB 

United  Kingdom  Fund 

10.9 

11.3 

63 

12'/2 

-17.9 

-17.7 

1.55 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  In  operation  or  did  not  meet  asset  minimum  for  full  period. 

Sources:  Forbes,  Lipper  Analytical  Services. 
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EPA's  Partnership 
with  Industry 
Prevents  pollution 
and    boosts  economy 


By  Jacquelyn  A.Ottman 


EPA 


DOE 


Build  your  business  by  cutting  down  on  energy 
use  instead  of  paring  down  the  payroll  as 
a  way  to  reduce  costs.  That's  the  message  of 
the  U.S.  Environmental  Protection  Agency's  (EPA)  Green 
Lights  and  Energy  Star  programs.  Implemented  by  EPA's 
Atmospheric  Pollution  Prevention  Division,  these  programs 
aim  to  meet  environmental  goals,  such  as  reducing  air  pollu- 
tion and  greenhouse  gas  emissions,  while  helping  businesses 
and  consumers  save  money  without  sacrifice.  To  boot,  partic- 
ipating companies  and  other  organizations  are  discovering 
that  the  enlightened  energy-efficiency  strategies  being 
offered  by  these  programs  are  yielding  new  sources  of 
competitive  advantage:  these  programs  present  companies 
with  a  unique  opportunity  to  clean  up  the  environment  while 
increasing  profits,  improve  workplaces  and  boost  employee 
morale  and  productivity,  and  put  a  shine  on  their  corporate 
image.  As  voluntary,  pollution-prevention  programs  with  the 
potential  to  build  business  rather  than  detract  from  it.  Green 
Lights  and  Energy  Star  just  may  represent  America's  best 
vehicle  for  meeting  obligations  to  curb  the  negative  effects  of 
global  climate  change. 


There  are  two  types  of  programs  within  this  unique 
public-private  sector  effort:  the  Green  Lights  and  Energy 
Star  Buildings  programs  aimed  at  enhancing  energy 
efficiency  within  commercial  and  industrial  buildings,  and 
the  Energy  Star  labeling  programs,  which  aim  to  stimulate 
the  market  for  energy-efficient  office  equipment,  residentia 
heating  and  cooling  equipment,  commercial  building 
technologies  (exit  signs)  and  new  homes. 

Partners  in  the  Green  Lights  and  Energy  Star  Buildings 
programs  sign  a  voluntary  Memorandum  of  Understanding 
(MOU)  and  agree  to  upgrade  their  facilities  with  energy- 
efficient  technologies  within  a  specified  time  period,  and  thei 
only  where  profitable.  In  exchange.  EPA  provides  technical 
and  promotional  support;  including  the  use  of  a  colorful  logo, 
to  help  organizations  implement  internal  upgrades  and 
obtain  recognition  for  their  efforts.  Allies  in  the  Green 
Lights  program  include  lighting  manufacturers,  energy 
service  companies  and  other  lighting  industry  affiliates  that, 
through  surveying,  financing,  product  supply  and  installation 
services,  act  as  a  critical  link  between  the  programs  and 
end-user  participants. 


People  who  don't  buy  a  product 
should  benefit  from  it  too. 


Michiel  van  Dam,  Group  Product  Manager 
Philips  Lighting,  Somerset,  NJ 


I'm  Michiel  van  Dam,  from  the  Lighting 
division  of  Philips  Electronics. 

We've  created  a  fluorescent  tube  with 
so  little  mercury,  it  meets  the  U.S.  EPA  test 
for  nonhazardous  waste*  In  fact,  it's  the 
first  fluorescent  to  meet  this  EPA  standard. 

In  most  cases,  it  means  more  disposal 
options  and  lower  disposal  costs.  And 
in  every  case,  it  means  less 
mercury  in  the  ecosystem. 

So  no  matter  who  buys  it,  reen 
the  whole  world  benefits.   1996  A7V 


PHILIPS 


PHILIPS 


US.  Environmental  Protection  Agency  (EPA)  test.Toxic  Leaching  Characteristic  Procedure,  1990.  Consult  local  laws  and  regulations,  which  may  vary. 


©  1996  Philips  Electronics  North  America  Corporation 


EPA'S  PARTNERSHIP  WITH  INDUSTRY 


Prevents  Pollution  and  Boosts  Economy 


Manufacturers  of  Energy  Star 
labeled  products  also  sign  an  MOU  to 
voluntarily  develop  new  technologies 
and  enhance  their  products  to  meet 
agreed-upon  Energy  Star  guidelines  for 
energy  efficiency.  In  return,  they  earn 
the  right  to  display  the  Energy  Star  logo 
on  their  products  and  promotions,  and 
can  take  advantage  of  unique  new  sales 
opportunities  being  created  among  the 
government  and  other  markets  for 
high  efficiency  products  that  cut 
down  on  operating  costs  throughout 
their  lifetime. 

Since  the  inception  of  the  Green 
Lights  program  in  1991.  more  than 
2,500  companies  and  other  organiza- 
tions have  jumped  at  the  chance  to 
work  with  EPA  via  these  exciting 
win-win  partnerships.  U.S.  businesses 
and  consumers  using  energy-efficient 
products  have  saved  over  $400  million 
and  have  prevented  over  10  billion 
pounds  of  carbon  dioxide  emissions 
that  contribute  to  harmful  environ- 
mental effects  such  as  smog,  acid  rain 
and  global  climate  change. 


ENHANCED  PROFITS  . 

EPA  has  demonstrated  that  at  least 
30%  of  the  $70  billion  spent  annually 
to  power  commercial  and  industrial 
buildings  could  be  saved  by  using 
readily  available  energy-efficient  tech- 
nologies and  practices.  As  participants 
in  the  Green  Lights  and  Energy  Star 


EPA 


ml  Green 
Lights 

an  Energy  Star  program 

Buildings  programs  often  discover, 
investment  in  energy-efficient  equip- 
ment goes  directly  to  the  bottom  line. 

Green  Lights  participants  are  getting 
the  message.  To  date,  more  than  2.^00 
corporations,  hospitals,  schools  and 
other  organizations  have  realized  a 
40%  rate  of  return  on  their  invest- 


ments in  energy-efficient  lighting 
technologies.  They  now  save,  on 
average,  more  than  50%  on  lighting 
bills  and  prevent  approximately  4 
billion  pounds  of  carbon  dioxide 
emissions  from  entering  the  environ- 
ment yearly.  If  the  Green  Lights 
program  were  fully  implemented  in  all 
commercial  facilities  in  the  U.S..  it 
could  reduce  the  nation's  electric  bill  bj 
$12  billion  per  year,  a  savings  of  $45 
for  every  person  in  America. 

Organizations  large  and  small  have 
been  able  to  reap  significant  savings 
through  the  Green  Lights  program. 
Among  the  success  stories,  Johnson  & 
Johnson  has  slashed  operating  costs  by 
$3.6  million  per  year  and  the  University 
of  Texas'  M.D.  Anderson  Cancer  Center! 
attributes  $225,000  in  annual  savings 
to  its  Green  Lights  initiatives.  When 
the  City  of  Philadelphia  completes  the 
ongoing  upgrades  of  its  1 1  million 
square  feet  of  space,  the  City  expects  to 
save  over  $3  million  per  year  on  energy 
costs.  Philips  Lighting  has  realized 
nearly  $500,000  per  year  on  its  own 


Pitney  Bowes 


At  Pitney  Bowes  Facsimile  Systems,  developing  fax 
machines  that  power  down  when  not  in  use  is 
consistent  with  the  Company's  long-standing 
commitment  to  managing  the  total  costs  of  fax 
networks  for  major  corporations  around  the  world.  Its 
Energy  STAR-compliant  fax  machines,  which  are  fully 
featured  with  high-speed  modems,  have  been  calculat- 
ed to  reduce  up  to  95%  of  the  energy  required  to  run 
low-end  fax  units,  as  well  as  save  customers  up  to 
56%  on  telephone  charges  and  61%  on  labor  costs. 

The  recipient  of  the  EPA's  1996  Energy  Star  Fax 
Partner  of  the  Year  Award,  the  Company  continues 
to  build  long-term  customer  relationships  reflected 
by  its  47%  market  dominance  of  the  corporate  fax 
market.  Deborah  Sauer,  vice  president  of  marketing 
for  Pitney  Bowes  Facsimile  Systems,  reported,  "Our 
customers  value  the  EPA's  credibility  as  well  as  the 
complete  savings  package  of  service,  speed  and 
customized  software  that  Pitney  Bowes  offers." 


Compaq 


At  Compaq,  participation  in  environmental  programs 
such  as  the  Energy  Star  and  Green  Lights  is  a  function 
of  leadership.  Although  today  it  is  the  world's  largest 
supplier  of  personal  computers,  Compaq  realized 
early  on  that  energy  conservation  was  a  benefit  to  its 
customers  and  to  its  bottom  line.  The  company 
quickly  became  the  leader  in  incorporating  energy- 
saving  features  into  computers  and  holds  several 
patents  for  power  management.  All  Compaq  portable 
computers  and  monitors  are  Energy  STAR-compliant  and 
all  desktop  PCs  have  energy-saving  features. 

Compaq  has  received  recognition  and  won  several 
awards  from  the  EPA  for  its  efforts  in  the  Energy 
Star  and  Green  Lights  programs.  Sure  to  promote  its 
commitment  to  energy  efficiency  to  internal  and  external 
audiences,  the  Energy  Star  logo  appears  in  advertising, 
promotional  literature  and  on  packaging.  Corporate- 
wide  environmental  communications  ensure  that  energy 
conservation  messages  are  carried  to  all  employees 
worldwide.  Through  energy-efficient  products  and  active 
energy  conservation  programs,  Compaq  is  taking  care 
of  both  business  and  the  environment. 


IR  GRASS  IS  GREENER.  OUR  COLORS  ARE  FINER.  OUR  DIGITAL  COLOR  COPIERS  ARE  FASTER. 


Stand  out  from  the  field.  Get  an  affordable  Ricoh  digital  color  copier.  The  world's 
smallest  toner  particles  deliver  the  finest  color  presentations  ever.  Faster  than  ever. 
j|k  The  fastest  first  copy  as  well  as  the  most  copies  per  minute  in  this  price  range.  And 
computer  connectable.  All  in  one  full  line.  This  means  unprecedented  performance 
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EPA's  Partnership  with  Industry 


Prevents  Pollution  and  Boosts  Economy 


internal  upgrades.  "I  don't  know  how 
else  you  generate  that  kind  of  savings 
with  just  the  change  of  a  lightbulb,"  said 
one  company  representative. 

The  Energy  Star  Buildings 
program,  inaugurated  in  1995. 
represents  a  comprehensive  approach 
to  commercial  energy  management. 
Taking  the  Green  Lights  program  one 
step  further,  it  addresses  the  entire 
system  of  lighting,  air 
distribution,  heating, 
ventilating  and  air 
conditioning  (HVAC) 
equipment.  More  than 
70  participants  have 
now  signed  up. 
including  Connecticut 
Mutual  Life  Insurance.  Mobil,  J.C. 
Penney.  Target  Stores  and  Warner- 
Lambert.  They  have  engineered  an 
average  30%  decrease  in  energy  u^se 
with  a  25%  return  on  investment. 

HAPPIER  EMPLOYEES 

In  the  old  days  of  energy  conservation, 
saving  a  kilowatt  meant  sacrificing 
quality  or  comfort.  As  the  EPA  is 
now  demonstrating,  energy  efficiency 
means  equal,  and  oftentimes  higher, 
quality. 


Participants  in  the  Green  Lights 
and  Energy  Star  Buildings  programs 
are  discovering  that  state-of-the-art 
lighting  and  climate  control  don't  just 
save  money  and  reduce  pollution,  they 
can  also  boost  morale  and  improve 
working  conditions.  This  can  lead  to 
increased  quality,  fewer  defects  and 
lower  operating  costs. 

While  productivity  gains  are  hard 
to  document,  anec- 
dotal evidence  is 
compelling.  Energy- 
efficient  lighting 
installed  in  Boeing's 
Renton  Division 
plant  produced  very 
positive  feedback. 
Notes  Marc  Petreye  of  Boeing's 
Commercial  Airplane  Group,  "employ- 
ees in  the  wire  shop  in  the  Renton 
Division  plant  commented  on  how  muc 
more  efficiently  they  were  able  to 
perform  their  work."  At  Johnson  & 
Johnson,  employees  actually  thought 
the  company  had  purchased  new  furnn 
ture  and  carpeting  because  of  a  lightini 
improvement.  "Some  said  they  never  j 
felt  better  in  a  working  environment,"  j 
said  Erik  M.  Allen,  the  company's 
energy  coordinator.  An  employee 


Philips  Lighting 

Philips  Lighting  is  receiving  the  full  range  of  benefits  from  its  participation 
as  a  Lighting  Manufacturer  Ally  in  the  Green  Lights  program,  including 
increased  profits,  sales  and  public  recognition.  Energy-efficient  lighting 
retrofits  in  its  own  facilities  are  returning  $500,000  in  annual  savings. 
Philips  would  need  to  generate  millions  of  dollars  in  sales  to  reap  an 
equivalent  amount  of  profit. 

Program  participation  provides  Philips  with  a  unique  sales  umbrella 
when  calling  on  lighting  wholesalers  and  distributors.  Philips  sales  force 
is  trained  as  Green  Lights  surveyors,  giving  them  instant  credibility  with 
customers. 

Taking  advantage  of  opportunities  to  promote  the  recent  receipt  of  its 
1996  Lighting  Manufacturer  Ally  of  the  Year  award  and  enhance  its  corpo- 
rate image,  Philips  is  running  ads  in  major  business  publications.  Steve 
Goldmacher,  Philips  Lighting  public  relations  director,  sums  up  the  benefits: 
"This  award  gives  the  company  a  significant  presence  in  this  important 
energy  and  money  savings  effort." 
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our  new  machine 


Introducing  the  world's 

fastest  fax, 
the  Pitney  Bowes  9830. 

With  33.6  kbps,  our  new  fax  machine 

is  more  than  twice  as  fast  as  your 
existing  machine.  That  may  not  sound 
like  a  big  deal  until  you  consider  that 
40%  of  all  business  calls  are  fax-related. 
So  now  you  can  cut  your  phone  bills 

dramatically  when  you  speed 
your  faxes  through.  From  now  on, 
the  world  will  move  a  lot  faster. 


=§i  Pitney  Bowes 

Facsimile  Systems  Division 

For  more  information  call 
1-800-290  7860 


|pvey  conducted  after  a  lighting 
■grade  at  Mobil's  headquarters  facility 
■Fairfax,  Va.,  revealed  a  whopping 
1%  favorable  rating. 

IIHANCED 

IIRPOR ATE  IMAGERY 

lese  days,  business-to-business  and 
rail  customers  shop  as  much  for 
porate  names  as  they  do  for  specific 
ands.  Companies  participating  in  the 
een  Lights  and  Energy  Star  programs 
king  to  project  their  environmental 
;dentials  can  benefit  from  opportuni- 
s  to  communicate  their  environmen- 
awareness  to  all  stakeholders  — 
ernal  as  well  as  external. 
The  Energy  Star  logo  is  slated  to 
^ome  a  well-recognized  mark  of 
;rgy  efficiency  —  it's  seen  on  nearly 
000  qualifying  product  models  and 
tured  in  advertisements  and  product 
:umentation  from  Compaq,  Ricoh, 
ney  Bowes  and  more  than  500  other 
nufacturers  of  electrically  powered 
ice  and  HVAC  equipment.  Companies 
king  to  send  a  signal  to  employees 
it  they  are  environmentally  commit- 
can  purchase  electronic  office 
uipment  such  as  computers,  printers, 
es  and  copiers  that  bear  the  Energy 


Star  label.  Corporations  that  procure  a 
large  amount  of  office  equipment  are  in 
a  unique  position  —  their  purchasing 
power  can  influence  the  market  for 
energy-efficient  equipment. 

Corporately,  the  logo  of  the  Green 
Lights  program  is  becoming  a  fixture 
in  the  growing  crop  of  environmental 
annual  reports.  Turner  Broadcasting 
has  incorporated  Green  Lights-related 
messages  in  its  Captain  Planet  environ- 
mental hero  cartoon  series.  Goodyear 
has  even  projected  the  logo  from  its 
blimp.  Soon,  new  Energy  Star  Buildings 
plaques  will  be  available,  signaling  to 
visitors  that  an  enlightened  manage- 
ment has  partnered  with  EPA  to  create 
a  win-win  situation  for  business,  jobs 
and  the  environment. 

Every  day,  EPA  continues  to  search 
for  profitable  solutions  for  preventing 
atmospheric  pollution  —  solutions  that 
will  encourage  economic  investment, 
establish  new  product  markets  and 
promote  innovative,  energy-efficient 
technologies.  The  Energy  Star  programs 
are  helping  to  lead  the  way  in  changing 
how  you  look  at  energy.  For  more 
information  about  EPAs  Green  Lights 
and  Energy  Star  programs,  call  their 
toll-free  hot  line  at  1-888-STAR-YES. 


Ricoh 


Aside  from  the  satisfaction  of  being  an  environmentally  conscious  corpo- 
rate citizen,  Ricoh  views  participation  in  the  Energy  Star  program  as 
mandatory  in  today's  marketplace.  Notes  Michael  Sarasin,  director  of  cor- 
I  porate  quality  assurance  and  environmental  administration:  "Already  most 
i;  federal  and  state  contracts  specify  Energy  Star  as  a  bid  requirement  and  we 
j;  are  seeing  a  steady  increase  in  demand  from  the  private  sector  as  well." 

A  leader  in  designing  and  promoting  Energy  Star  products,  100% 
of  Ricoh's  fax  machines  and  97%  of  its  copier  models  are  Energy  Star- 
compliant  and  display  the  Energy  Star  logo. 

The  company  has  also  demonstrated  a  significant  commitment  to  dealer 
and  consumer  education,  conveying  the  Energy  Star  message  in  videos, 
CD-ROMs,  information  kits,  multimedia  kiosks  and  ads  that  highlight  its 
;  products'  energy-saving  features.  For  these  efforts,  Ricoh  was  not  only 
named  EPA's  1996  Office  Equipment  Partner  of  the  Year,  but  was  also  given 
i  a  special  citation  for  Best  Dealer  Outreach  promotion  program. 


We  Don't  Want  To  Change  The  World, 
ll  Actually,  We  Do  Want  To  Change  The  World. 


Recently,  Compaq  was  recognized  for  outstanding  environmental  leadership.  We're  referring,  oftourse, 
the  1996  Energy  Star  PC  Partner  of  the  Year  award  given  to  us  by  the  tfS.  Environmental  Protection  Agen 
What's  it  mean?  For  one,  the  award  praises  the  environmentally- friendly  design  of  our  products.  But  perha 
more  importantly,  it  acknowledges  that  our  entire  PC  line  conserves  significant  amounts  of  energy.  In  fact, 
was  estimated  that  with  the  power-saving  features  activated  on  Compaq  desktops  and  monitors  shipped  in  19 
alone,  worldwide  energy  savings  for  our  customers  could  total  as  much  as  $60  million?  All  of  which  confiri 
something  we  take  great  pride  in.  Not  onlv  are  our  computers  easier  to  use,  they're  also  easier  on  the  plar 


n  Ci  iupaq  Compile  r  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  All  other  brands  and 
product  names  .it.  trademarks  or  registered  iradi  marks  of  their  respective  companies.  'Compaq  estimation  based  on  EPA  formula. 


STATISTICAL  SPOTLIGHT 


Global  treasure  hunt 

If  you  want  some  exposure  to  mining  or  resource  stocks, 

don't  limit  yourself  to  the  obvious  names.  Venture  a  bit  off  the  beaten  track. 


By  Kerry  A.  Dolan 

Exxon,  Phelps  Dodge,  Asarco.  Ml 
solid  companies,  but  there's  a  lot 
more  to  the  natural  resources  sector 
than  the  well-known  U.S.  firms.  To 
get  a  broader  perspective,  we  turned 
to  Derek  Webb,  the  36-year-old 
manager  of  the  $70  million  GT 
Global  Natural  Resources 
Fund.  Avoiding  the  obvious 
blue  chips  hasn't  hurt  Webb: 
The  fund  was  up  35%  for  the 
year  through  June. 

Webb's  philosophy:  Don't 
think  of  natural  resource 
stocks  just  as  inflation  hedges 
or  as  a  way  to  bet  on  price 
swings.  Look  for  an  angle  that 
could  turn  a  company  into  a 
winner.  It  may  be  rapidly 
boosting  production  or 
reserves  or  about  to  go 
through  a  restructuring  or  be 
a  prospective  takeover  target. 

"A  lot  of  people  don't  tend 
to  think  of  the  [natural 
resources]  industry  as  a 
growth  industry,"  says  Webb. 
"As  a  whole,  the  top  line  really  isn't, 
but  individual  companies  can  do 
extremely  well,  based  upon  new  dis- 

Gold  mines? 


coveries  or  changes  in  technology." 

He  likes  Saskatchewan  Wheat  Pool, 
a  Canadian  agribusiness  company 
that  ships  and  markets  grain. 
Saskatchewan  went  public  in  April 
and  has  focused  its  efforts  on  reduc- 
ing by  $2  a  ton  its  handling  cost  of 


grain.  That  should  bring  1996  earn- 
ings to  $1.21  (in  U.S.  dollars).  The 
company  trades  at  9  times  that  figure. 


Comparable  Tyson  Foods  sells  at  38 
times  projected  1996  earnings,  Pio- 
neer Hi-Bred  International  at  22. 

If  you  like  gold,  think  about  Bre-X 
Minerals.  Though  listed  in  Toronto, 
Bre-x's  key  asset  is  in  Indonesia, 
where  it  owns  the  world's  largest 
gold  mine.  The  company  says 
|  the  mine  has  47  million  ounces 
g  of  gold,  but  it  continues  to  dis- 
|  cover  more.  Analysts  estimate 
8  that  the  mine  may  contain  100 
million  ounces.  The  stock  has 
had  a  big  run  since  the  deposit 
was  discovered  a  year  ago,  but 
it  is  still  cheap  in  relation  to 
the  value  of  the  ore.  Webb 
says  that  Bre-X  trades  at  $129 
per  ounce  of  reserves,  com- 
pared with  $203  for  Placer 
Dome. 

Integrated  oil?  Exxon 
should  expand  earnings  at  an 
8%  rate  and  now  trades  at  16 
times  projected  earnings. 
Compare  Italy's  Ente 
Nazionale  Idrocarburi,  or  eni 
SpA.  The  company,  auctioned  by  the 
government  to  the  public  a  year  ago, 
trades  at  11  times  earnings.  Its  earn- 
ings should  grow  10%  a  year.  Its 
American  Depositary  Receipts  trade 
on  the  New  York  Stock  Exchange. 

Webb  has  picked  up  shares  in 
Cytec  Industries,  a  producer  of  coat- 
ings and  resins,  aerospace  materials 
and  acrylic  fiber.  Cytec  was  spun  off 
from  American  Cyanamid  two  and  a 
half  years  ago.  The  company  is  cut- 
ting costs  rapidly. 

The  table  lists  ten  resource  plays 
that  trade  in  New  York  or  Toronto. 
Don't  buy  an  issue  traded  in  Canadi- 
an dollars  before  determining  what 
your  broker  will  charge  you  for  cur- 
rency conversions.  Rates  vary,  as  we 
have  noted  (Forbes,  June  19,  1995, 
or  download  the  article  from  our 
Web  site,  www.forbes.com/archive/ 
61995192.htm).  H 


Company 

Country/exchange  Business 

Recent 
price 
($US) 

P/E 
1996 
est 

Abacan  Resource 

Canada/Toronto 

oil,  gas  exploration  in  Nigeria 

$477 

20 

Aber  Resources 

Canada/Toronto 

diamond  mining  in  Canada 

16.02 

NA 

Bre-X  Minerals 

Canada/Toronto 

gold  mining  in  Indonesia 

17.48 

NA 

Cameco 

Canada/NYSE 

uranium  mining,  production 

48.65 

27 

Cytec  Industries 

US/NYSE 

chemicals,  specialty  materials 

33.75 

18 

Diamond  Field  Resources 

Canada/Toronto 

nickel  mining  in  Labrador 

29.64 

NA 

ENI  SpA* 

Italy/NYSE 

oil,  natural  gas  exploration,  production 

44.13 

11 

Greenstone  Resources 

Canada/Toronto 

gold  mining  in  Latin  America 

13.47 

NM 

Input/Output 

US/NYSE 

seismic-data  acquisition  systems 

31.75 

27 

Saskatchewan  Wheat  Pool 

Canada/Toronto 

diversified  agribusiness 

10.42 

9 

'American  Depositary  Receipts.  NA:  Not  applicable.  NM:  Not  meaningful. 
Sources:  Bloomberg  Financial  Markets;  IBES  Express;  LGT Asset  Management. 


North  American  stocks  with  an  international  resource  base. 
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Follow  the  cash 

HOLT  Associates  hated  Wal-Mart  in  1991. 

Its  unique  valuation  system  tells  HOLT  to  love  Wal-Mart  now. 


By  Gary  Samuels 

Go  BACK  TO  1991.  Wal-Mart,  the 
premiere  growth  stock  of  the  1980s, 
was  a  Wall  Street  darling.  But  the 
stock  was  a  terrible  buy.  Everyone 
and  his  sister  knew  about  it,  and  its 
price  discounted  the  hereafter. 

Today  the  retailer  is  discredited  as  a 
growth  company.  The  stock  is  cheap. 
You  should  buy  it.  So  says  HOLT  Value 
Associates,  a  Chicago  firm  that  ana- 
lyzes financial  statements  and  sells  its 
conclusions  to  money  managers. 

What  makes  stocks  move?  The 
standard  Wall  Street  response  is:  earn- 
ings surprises.  But  accounting  distor- 
tions and  inflation  often  make  earn- 
ings misleading  as  a  guide  to  a 
company's  performance.  Robert 
Hendricks,  president  of  holt,  thinks 
he  has  a  better  way  to  explain  stock 
movements,  even  to  predict  them. 

The  holt  method  is  complicated, 
but  it  gets  at  something  very  simple: 
What  kind  of  hard  cash  profits  does  a 
company  get  from  the  capital  tied  up 
in  its  business?  Hendricks  calls  this 
"cash  flow  return  on  investment" — 
let's  call  it  "cash  flow  return"  for 
short.  When  this  goes  up,  the  stock 
price  tends  to  go  up;  likewise,  when 
it  goes  down.  To  the  extent  you  can 
anticipate  changes  in  this  number, 
you  should  have  an  edge. 

To  understand  the  holt  valuation 
method,  you  have  to  go  back  20 
years.  Then  a  stock  analyst  at  Conti- 
nental Bank,  Hendricks  saw  an  oil 
company  with  huge  reported  profits 
borrow  money  to  pay  its  dividend. 
Something  was  wrong  here.  Where 
was  the  cash  going?  There  wasn't  any. 
By  adopting  first-in,  first-out 
accounting,  the  company  used  pre- 
inflation  oil  costs  to  show  big  profits, 
even  though  inflation  had  wiped  out 
its  cash  profits. 

So  Hendricks  and  some  partners 
formed  HOLT  (an  acronym  of  their 
initials)  and  came  up  with  a  new 
yardstick.  Cash  flow  return  compares 


cash  flow  with  invested  capital.  Here, 
cash  flow  means  earnings  after  taxes 
but  before  interest,  depreciation  and 
rental  expense — gross  operating 
profit  you  could  call  it.  Invested  cap- 
ital is  the  value  of  assets  used  in  the 
business,  adjusted  for  inflation, 
including  off-balance-sheet  assets  like 
operating  leases.  To  get  these  num- 
bers, holt  scoured  footnotes  to  20 
years'  worth  of  annual  reports  on 
6,000  companies  and  figured  asset 
values  in  current  dollars. 

Why  count  leases  as  assets?  Leased 
property  accounts  for  53%  of  Gap 
Inc.'s  asset  base.  "If  you  don't  capi- 
talize leases,  you  measure  Gap's 
returns  without  53%  of  the  assets," 
says  Hendricks.  If  you  do  that,  you 
overstate  true  profitability.  Gapihas 
been  a  terrific  growth  stock,  but 
Hendricks  doesn't  like  it. 

Profitability  takes  on  a  new  light 
when  seen  through  holt's  cash  flow 
return  numbers.  Traditional  earnings 
are  hard  to  compare  internationally 
because  different  countries  have  dif- 
ferent customs  on  how  rapidly  to  take 
depreciation  writeoffs.  And  as  for  bal- 

HOLT:  picks  and  pans 


ance  sheets,  conventional  earnings 
reward  steeply  leveraged  companies, 
camouflaging  poor  business  opera- 
tions, holt  bypasses  both  of  these 
difficulties. 

By  looking  at  all  operating  profits 
(whether  belonging  to  shareholders 
or  debtholders)  and  comparing  that 
sum  with  all  the  capital  used  in  a  busi- 
ness, cash  flow  return  forces  attention 
on  the  business  operation  and  away 
from  the  financial  gimmicks. 

A  retailer  can't  deliver  a  good  cash 
flow  return  merely  by  borrowing  or 
leasing  more  space.  That  doesn't  cut 
it  with  HOLT.  It  has  to  merchandise 
well  and  use  capital  frugally. 

Lots  of  companies  that  deliver  daz- 
zling earnings  or  return  on  equity 
turn  out  to  be  second-rate  perform- 
ers. Lubrizol  Corp.  doubled  its 
return  on  equity  to  a  very  respectable 
22%  in  1994.  So  why  did  the  stock 
go  down?  Because  to  meet  its  return 
on  equity  goal,  to  which  its  man- 
agers' paychecks  were  pegged,  the 
company  loaded  up  on  debt.  Its  cash 
flow  return  declined  in  1994,  even  as 
reported  profits  doubled. 


Company 


Recent 


-Cash  flow  return4 


price 

EPS 

cash  flow 

—HOLT  forecast— 

market  forecast 

growth 

return*t 

1  year 

5  year 

5  year 

BUYS 

Applied  Materials 

25/e 

112% 

16.0% 

19.2% 

10.1% 

5.0% 

Dover  Corp 

44 

30 

11.0 

11.4 

10.7 

9.0 

Vulcan  Materials 

58% 

24 

4.1 

7.6 

6.7 

3.5 

Wendy's 

19 

21 

7.3 

9.0 

7.9 

6.4 

SELLS 

Avon  Products 

WA 

8 

15.0 

17.6 

15.5 

18.5 

Fastenal 

45 

44 

21.2 

•  21.1 

14.3 

21.1 

Tektronix 

39M 

38 

5.2 

6.9 

6.7 

8.2 

Wolverine  World  Wide 

23'A 

49 

5.6 

6.7 

6.4 

9.5 

'Cash  flow  return  on  investment  (see  story  for  definition).  tMedian. 


Given  that  returns  regress  toward  the  mean,  it  seems  that  the  market  expects 
too  much  of  Avon  and  Fastenal,  and  too  little  of  Dover  and  Vulcan. 


216 


Forbes  ■  September  9,  1996 


Conversely,  Airgas,  a  distributor  of 
specialty  gases,  has  consistently  high 
cash  flow  returns,  even  as  the  net 
income  is  depressed  by  heavy  depre- 
ciation charges.  Five  years  ago  Hen- 
dricks bought  the  stock  and  urged  his 
money  manager  clients  to  do  the 
same,  even  though  at  a  split-adjusted 
2%,  it  was  selling  at  81  times  earnings. 
The  company  was  growing  rapidly 
through  acquisitions  and  maintaining 
its  high  cash  flow  returns.  Recent 
price,  22. 

Calculating  a  company's  true  eco- 
nomic performance  is  really  just  half 
of  holt's  job.  The  other  half  involves 
linking  that  performance  to  the  stock 
market.  If  you  know  a  company's  real 
economic  return  and  the  rate  at 
which  it  is  expanding  the  assets  that 
produce  that  return,  you  can  dis- 
count the  stream  of  expected  cash 
flows  to  come  up  with  a  target  stock 
value.  In  a  key  departure  from  con 
ventional  academic  models  for  deter- 
mining a  company's  discount  rate,  or 
its  cost  of  capital,  holt  looks  at  his- 
torical stock  and  cash  How  return  fig- 
ures, to  come  up  with  a  "market 


Bob  Hendricks  and  Bart  Madden  of  HOLT 
The  fade  factor  says:  Sell  Deere. 


derived"  discount  rate. 

How  do  you  project  future  cash 
flows  using  historical  data?  To  fore- 
cast expected  returns,  holt  assumes 
that  all  high-return  companies  have  a 
"fade"  factor  that  pushes  high  returns 
down  toward  average  returns  because 
they  attract  competition.  High-return 
companies  in  high-growth  fields,  like 
Micron  Technology,  tend  to  fade  fast, 
says  Bartley  Madden  a  holt  partner. 
Companies  with  long  records  of  high 
returns,  like  Abbott  Laboratories  or 
Coca-Cola  or  Emerson  Electric,  tend 
to  fade  more  slowly. 

The  trick  to  making  money  with 
holt's  measures  is  finding  clues  that 
companies  are  about  to  deviate  from 
expectations.  Companies  don't  need 
sizzling  growth  to  reward  investors. 
They  don't  have  to  be  in  glamour 
industries.  All  they  have  to  do  is  the 
unexpected — -as  holt  expects  Wal- 
Mart  to  do  by  slowing  growth. 

Thus  HOLT  does  not  turn  up  its 
nose  at  unexciting,  low-return  com- 


panies. Vulcan  Materials,  a  supplier  of 
gravel  and  asphalt,  traded  recently  at 
58!4.  holt  calculates  Vulcan's  value — 
the  present  value  of  future  cash 
flows — at  $67  per  share.  The  market, 
says  Hendricks,  is  predicting  that 
Vulcan  will  destroy  $9  per  share  of 
value.  The  company  has  been  doing 
things  that  low-return  firms  should 
do:  retiring  debt,  buying  back  stock 
and  slowing  growth.  Vulcan  is  a  buy. 

Conversely,  Hendricks  is  nervous 
about  Deere  &  Co.  The  tractor- 
maker's  fabulous  cash  flow  return  of 
14%  is  double  what  it  earned  at  its 
last  cyclical  peak,  holt  says  the 
return  will  fade.  Sell  the  stock. 

Let's  look  at  Wal-Mart  and  see 
why  holt  likes  it  now — and  why  it 
didn't  like  it  in  1991  when  it  was 
riding  high.  In  1991  Wal-Mart  was 
expanding  its  asset  base  at  roughly 
20%  a  year,  but  the  expansion  was 
largely  in  low-margin  grocery  stores. 
The  key  ratio  of  annual  sales  to  plant 
(valued  in  contemporary  dollars) 
started  a  steady  decline  from  5.5  in 
1991  to  4.3  in  1995.  In  other  words, 
Wal-Mart  was  getting  steadily  less 
revenue  from  each  dollar  invested  in 
the  business,  holt  saw  the  market 
was  pricing  Wal-Mart  as  if  it  could  go 
on  earning  14%  cash  flow  returns  for- 
ever. HOLT  disagreed  strongly  and 
urged  its  clients  to  sell.  Good  call. 
Wal-Mart  stock  lost  27%  of  its  value 
between  1991  and  1995. 

Now,  however,  the  market  is  too 
pessimistic  on  Wal-Mart.  While  the 
cash  flow  return  is  down  to  11%,  die 
stock  is  priced  as  though  the  return 
were  headed  down  to  6%.  But  holt's 
model  says  the  odds  of  Wal-Mart's 
fading  to  much  below  8%  are  slim, 
particularly  because  it  has  recently 
signaled  plans  to  slow  its  growth. 

Money  managers  pay  handsomely 
for  the  holt  service — a  base  price  of 
$50,000  a  year  for  the  model  and 
access  to  holt's  database.  And  the 
model  isn't  perfect.  It  hasn't  figured 
out  how  to  deal  with  cash  guzzlers 
like  biotech  firms  and  cable  television 
outfits  that  someday  hope  to  be  cash 
generators. 

"holt  is  a  research  organization 
trying  to  remove  accounting  distor- 
tions," says  Hendricks.  "We've  been 
doing  it  for  30  years  and  we're  not 
done  yet.  We  can't  run  fast  enough  to 
keep  up  with  the  accountants."  B 
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For  years,  SmithKlinc  Beccham  has  relied 
Oil  (  ml). ml.  for  high-quality  execution  of 
innovative  solutions.  Around  the  world. 
Citibank  is  helping  one  of  the  world's 
leading  health  rare  companies  sharpen  its 
(  qinpctitive  edge. 

CITIBANKS 


SmithKline  Beecham 

Has  A  Partner  Like 
Thai  In  36  COUNTRIES 
Worldwide. 
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THE  FORBES/BARRA  WML  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  Russell  2000  Index— which 
includes  stocks  with  market  capital- 
izations between  $162  million  and  $1 
billion — has  been  quite  volatile  this 
year.  The  index  now  holds  a  5%  gain 
since  year-end  1995.  Prudential  Secu- 
rities' small-cap  analyst  Claudia  Mott 
explains  that  the  relative  lack  of  li- 
quidity of  smaller-capitalization  issues 
is  in  part  responsible  for  some  of  the 
wide  swings  in  this  index.  Neverthe- 
less, Mott  sees  selective  values  in  the 
small-capitalization  arena — especially 
among  industrial  stocks,  which  tend 
to  be  more  stable.  Among  Pruden- 
tial's current  favorites  are  two  steel 
processors:  Olympic  Steel  and  Gibral- 
tar Steel.  Unlike  steelmakers  such  as 
Bethlehem  Steel  and  USX-U.S.  Steel 
Group — where  analysts  are  anticipat- 
ing profit  declines  in  1996 — both  of 
her  picks  are  expected  to  post  double- 
digit  profit  gains  in  1996  and  1997. 


The  overall  market 


Special  focus 


Long-term  Equity  Anticipation  Securities 
(leaps)  are  long-term  options  issued  for 
large-capitalization  stocks,  leaps  have 
more  leverage  than  common  equity,  but 
their  extended  maturities  make  them  less 
risky  than  most  options.  These  eight 
leaps  calls  could  turn  out  to  be  better 
buys  than  their  underlying  common 
shares. 


Long-term  leverage 

plays 

-Price- 

Company 

stock 

strike 

LEAPS 

Abbott  Laboratories 

473/s 

35 

143/8 

AT&T  Corp 

55V2 

60 

4'/2 

Boeing 

913/> 

100 

10 

Hewlett-Packaid 

417/8 

40 

9V2 

Johnson  &  Johnson 

5V/2 

55 

5l/2 

Merck  &  Co 

69 '/» 

75 

6 

Wal-Mart 

277/a 

30 

3'/8 

Westinghouse  Elec 

153/4 

20 

l7/8 

The  Barra  All-US  price  index  as  of  8/16/96 


12-month  closeup 

■Baira  index 
3900  jzOO-day  moving  aveiage 


1200 


'86    '87  '£ 


-89    '90    '91    '92    '93    '94    '95  '96 


S0NDJ   FMAMJ  JA 

'95  '96 


Closeup  on  the  markets 


Index  or  investment 

%  change  from 

  2-week  change   

1  year  agu 

□-year  nign 

Barra  All-US  index 

0.5  % 

J 

15.2% 

-4.0% 

S&P/Barra  Growth  index1 

0.3 

J 

23.4 

-1.5 

S&P/Barra  Value  index2 

0.9 

 1 

20.3 

-2.6 

Dow  Jones  industrials 

0.2 

J 

23.2 

-1.5 

S&P  500 

0.4 

I 

19.0 

-2.0 

NYSE 

0.6 

_l 

18.7 

-2.1 

Nasdaq 

0.8 

9.9 

-9.2 

PSE  Tech  100  ' 

1.0 

__I 

-1.7 

-12.1 

EAFE" 

-0.3 

1 

6.0 

-4.2 

CRB  futures  index56 

1.8 

1 

5.1 

-4.7 

Gold  (Comex  spot) 

-0.3 

1 

0.4 

-6.9 

Yen  (per $US) 

0.9 

10.6 

-13.1 

Oil 6  (W  Texas  Intermediate) 

6.3 

1  26.8 

-8.1 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Diamond  Home  Svcs 

25  V* 

42% 

NA 

Imnet  Systems 

i5ia 

-46% 

$0.71* 

Cor  Therapeutics 

103/4 

41 

$-1.45 

Boca  Research 

97/8 

-42 

1.32 

MetaTools 

20 '/a 

40 

0.34 

Protein  Design  Labs 

143/4 

-35 

-0.92 

EntreMed 

14 

38 

-0.76 

Quiksilver 

19'/2 

-31 

1.71 

NorAm  Energy 

143/4 

34 

0.66 

Shiva 

42 

-31 

0.74 

,,.       1  ~J 

The  best  and  worst  performing  industry  factors8 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Gas  utilities 

7.2% 

19.8% 

Tobacco 

-16.4% 

-14.3% 

Retail 

5.3 

26.0 

Air  transport 

-6.9 

BRl.2 

Forest  products 

5.1 

25.3 

Misc  mining,  metals 

-4.2 

4.9 

Cosmetics 

3.9 

20.4 

Frecious  metals 

-3.3 

17.9 

Water  transport 

3.7 

20.3 

Broadcasting,  publishing 

-2.2 

0.0 

Note:  All  LEAPS  listed  above  are  call  options  expiring 
in  January  1998. 

Note:  Data  for  period  ending  8/16/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth. 
Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology 
stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  ''Index  of  21  commodity 
futures.  6Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  'Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry 
firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  *1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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WORLD  MARKETS  REVIEW 


Foreign  vs.  U.S.  markets 


U60 


Value  of  $100  invested  7/31/93 

S&P  500  /\ 


1  1             1  i 

'93  '94 

'95 

'96 

As  ot  7/31/96 

S&P  500 

EAFE 

P/E 

18.8 

25.6 

Yield 

2.3% 

2.2% 

Price/book 

3.8 

2.1 

Developed  markets 

Emerging  markets 

Market 

Total  return' 
3  months  12  months 

P/E 

Total  return' 
3  months  12  months  P/E 

Finland 

7% 

25% 

11 

Morgan  Stanley  Capital  International  indexes 

Denmark 

5 

6 

16 

Emerging  (EM)3 

-7% 

-1.0%  16 

Germany 

4 

3 

28 

Emerging  (EMF)4 

-7 

-1.0  16 

Belgium 

3 

10 

15 

Market 

Netherlands 

3 

15 

15 

Brazil 

12 

25  19 

Australia 

-9 

4 

16 

Portugal 

11 

18  15 

Japan 

-9 

-2 

109 

Czech  Republic 

9 

37  12 

Italy 

-8 

-1 

17 

Korea 

-25 

-22  13 

Canada 

-4 

10 

19 

Sri  Lanka 

-20 

-32  9 

Hong  Kong 

-A 

14 

15 

Thailand 

-18 

-20  17 

BY  JOHN  H.  CHRISTY 


In  July  foreign  stocks  fared  even  worse  than  U.S.  equities. 
For  the  three  months  ending  in  July,  Morgan  Stanley 
Capital  International's  Europe,  Australasia  and  Far  East 
(eafe)  index  fell  4.5%  in  dollar  terms,  versus  a  1.8%  drop 
in  Morgan  Stanley's  U.S.A.  index. 

Harder  hit  were  Japanese  stocks,  which  fell  9%  in  the 
past  quarter.  Richard  Bruce,  a  portfolio  manager  at  Rowe 
Price-Fleming  International  in  London,  thinks  that  Japan 
is  still  too  expensive.  Where  is  Bruce  bullish?  Eastern 
Europe:  "It  is  still  relatively  undiscovered  and  it  offers 


better  value  than  some  other  emerging  markets." 

In  the  Czech  Republic,  Bruce  likes  spt  Telecom,  the 
national  phone  company.  Bruce  notes  that  with  a  market 
capitalization  of  $4  billion,  SPT  is  currently  valued  at 
$1,700  per  phone  line,  versus  $3,000  per  line  for  the  aver- 
age emerging  market  telephone  stock.  In  Poland,  Bruce 
favors  bre,  a  bank  with  a  p/e  of  just  7,  and  a  forecasted 
32%  return  on  equity  for  1996.  He  thinks  bre's  expand- 
ing partnership  with  Germany's  Commerzbank  will  help 
bre  substantially. 


Who's  hot 

Who's  not 

3-month 

3-month 

price 

price 

Company/country 

Business 

Price 

change 

P/E 

Company/country 

Business 

Price 

change 

P/E 

Putra  Surya  Perkasa/lndonesia 

real  estate 

$0.82 

66% 

19 

Kalbe  Farma/lndonesia 

pharmaceuticals 

$1.66 

-43% 

14 

Citytrust  Banking/Philippines 

bank 

49.18 

48 

17 

Bangkok  Metro  Bank/Thailand 

bank 

0.52 

-41 

8 

Cukurova  Elektrik/Turkey 

electric  utility 

0.81 

48 

28 

TPI  Polene/Thailand 

plastic 

3.25 

-41 

24 

Southern  Water/UK 

water  utility 

16.39 

43 

12 

Hanwha  Chemical/Korea 

chemicals 

9.18 

-39 

8 

Gruma/Mexico 

food  processing 

5.41 

40 

Lippo  Bank/Indonesia 

bank 

1.00 

-39 

9 

Cheap  stocks  in  emerging  markets 


High-yielding  stocks  in  developed  markets 


Company/country 

Business 

Price 

Price/ 
book 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Empresas  ICA/Mexico 

construction 

$13.58 

1.2 

'5 

Northern  Electric/UK 

electric  utility 

$8.17 

9.5% 

7  | 

Indian  Petrochemicals/India 

chemicals 

3.77 

1.7 

6 

British  Gas/UK 

gas  utility 

3.00 

9.4 

10 

Cemex/Mexico 

cement 

3.30 

0.9 

6 

Cockerill  Sambre/Belgium 

steel 

4.42 

9.0 

13 

Pohang  Iron  &  Steel/Korea 
Thai  Petrochemical/Thailand 

steel 

chemicals 

63.13 
0.90 

0.8 
1.0 

6 

6 

Usinor  Sacilor/France 
Burns.  Philp  &  Co/Australia 

steel 

food  processing 

13.96 

1.63 

8.6 
8.3 

4 

12 

Note:  Data  for  period  ending  7/31/96.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  return  on  the  EAFE  index 
of  foreign  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  For  developed  markets,  dividends  are  reinvested 
after  subtracting  foreign  withholding  tax.  For  emerging  markets,  gross  dividends  are  reinvested.  3lndex  of  stocks  available  to  foreign  and  domestic  investors.  ''Index  of  stocks 
available  to  foreign  investors.  Source:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services. 
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i  the  water.  But  to  protect  its  business --  including  dozens- of  stores 
1  shooting  schools  and  overseas  manufacturing  sites— Orvis  hooked 
ried  risks  this  sporting  goods  company  might  encounter,  the  insurance  agent  for 
levelop  property  and  liability  coverage  broad  enough  to  cover  the  company  any- 
the  leading  business  insurers,  Chubb  has  nearly  1 15  years  of  experience  —  along 
lancial  strength'— to  help  keep  businesses,  large  and  small,  from  getting  soaked, 
or  broker  can  work,  with  Chubb  to  help  your  business,  call  1-800-36  CHUBB. 


r can  work  with  Chubb  to  help  your  business,  call  1-800-36  CHUBB. 
wxhuiaJMliliiPi**s 


E 


*p'.  CHUBB 

*ompan ics t  m  Jawritint!  C<>ver.ii»c.  'Che preciaftCoyer.igC  ottered  is  subject  to  the  ivrnis, 
;tii)iis.  Chubb  Group »!' Insurance  Companies.  Box  161 S;  Warren.  Nl  07061  -Ihl 5, 


Perk  Perkins, 
President  &  CEO 
■  The  Orvis  Com  jian  y 


3  MOW  DEEP  IT  GETS. 

r  the  water.  But  to  protect  its  business  — including  dozens- of  stores 


STREETWALKER 


BY  RIVA  ATLAS 


Watch  on  the  Rhine 

Closed  nd  fi  nds  selling 

"^^^  at  discounts  to  net  asset 
value  are  often  good  deals.  Take  the 
four  NYSE-listed  German  country 
funds  in  the  table  here.  At  recent 
prices,  they  sell  between  22%  and 
26%  below  net  asset  value. 

With  the  German  economy  turn- 
ing up,  these  discounts  should 
narrow.  Thanks  partly  to  a  50-basis- 
point  drop  in  discount  rates,  the  DAX 
index  of  30  German  blue  chips  is  up 
nearly  10%  this  year  to  date,  but 
these  funds  have  barely  moved. 
That's  attracted  Michael  Price's 
Mutual  Series  funds,  which  have 
stakes  in  Central  European  Equity 
(cee)  and  New  Germany  (gf). 

Restless  shareholders  could  pres- 
sure managers  of  these  funds  to  lower 
the  NAV  discount  by  converting  to  the 
open-ended  variety.  This  would  erase 
the  discount  because  investors  could 
redeem  shares  at  net  asset  value. 

George  Foot,  partner  at  $400  mil- 
lion (assets)  Newgate  Management, 
recently  forced  such  a  vote  on  the  GT 
Global  Developing  Markets  Fund. 


He  lost,  but  won  45%  of  the  vote. 
He  also  owns  shares  in  Germany 
Fund  (ger). 

Even  if  such  a  resolution  fails, 
you'll  still  make  money  in  the 
German  funds,  says  Michael  Porter, 
an  analyst  at  Smith  Barney.  He 
expects  the  funds  to  rise  as  much  as 
25%  in  the  next  12  months  as  Ger- 
many grows  popular  with  investors 
again.  If  the  funds  go  open-ended, 
returns  could  hit  50%.  (For  more 
information  on  international  and 
other  closed-end  funds,  see  p.  190.) 

Sleeping  beauties 

Fund  Recent  Discount 

price*        to  NAV 

(%) 


Central  European  Equity  17%  24% 

Emerging  Germany  7%  26 

Germany  Fund  11%  22 

New  Germany  12%  26 

*As  of  Aug.  16. 


These  four  funds  are  a  cheap  way  to 
bet  on  a  German  economic  recovery. 


ferred  stock.  Two  of  George  Soros' 
hedge  funds — Quantum  and 
Quasar — own  7%  of  the  4-million- 
share  issue. 

Soros  is  betting  USAir  will  soon 
pay  $8.75  a  share  in  back  dividends 
owed  on  the  stock.  Each  share  is 
convertible  into  2.49  common 
shares.  At  a  recent  53!4,  the  pre- 
ferred is  trading  at  a  slight  discount 
of  $1  to  its  conversion  value  plus 
the  back  dividends.  Two  years  ago, 
when  USAir  was  still  paying  divi- 
dends, the  preferred  traded  around 
15  points  above  the  underlying 
common.  The  reason:  The  common 
has  no  dividend. 

USAir  can't  pay  dividends  until  it 
achieves  a  net  capital  surplus — net 
assets  minus  net  liabilities  plus  par 
value  of  the  stock.  It  finally  had  a 
$43  million  surplus  last  quarter. 
The  proceeds  went  to  pay  part  of 
$127.5  million  in  dividends  owed 
to  Berkshire  Hathaway  and  British 
Airways,  owners  of  privately  held 
preferred  stock  senior  to  Soros' 
shares.  USAir  must  make  these 
investors  whole  before  it  can  pay  a 
dime  to  Series  B  holders. 

Once  the  dividend  arrears  on 
Soros'  preferred  is  cleared,  there's  a 
good  chance  that  the  stock  will  again 
sell  at  a  substantial  premium  over  its 
conversion  value.  Soros  upped  his 
stake  in  the  preferred  on  July  24, 
when  USAir  announced  the  surplus. 

If  the  accrued  dividends  were  paid 
today  and  the  premium  restored, 
you  would  make  about  30%  on  the 
preferred.  One  caveat:  It  isn't  liquid. 
The  shares  trade  around  50,000  a 
week.  Don't  chase  it. 

Unsafe  at  any  price 

ValuJet,  Inc.,  the  dis- 
^     count  airline  grounded  by 
the  FAA  in  June,  still  isn't  flying.  But 
at  a  recent  10%,  its  shares  are. 

If  you  are  in  the  shares  (vjet), 
take  your  profits  while  you  can.  The 
stock's  up  from  its  June  low  of  4lA 
for  two  reasons.  One:  naked  short- 
sellers.  After  a  ValuJet  plane  crashed 
in  May,  over  3  million  more  ValuJet 
shares  were  sold  short  than  were 
available  to  borrow.  Short-sellers 
are  still  scrambling  to  cover  then- 
sales  today. 

Optimistic  retail  investors  are  also 


Stayin'  alive 

Sometimes  it's 
smart  to  buy 
when  all  the  news  is 
bad,  as  it  has  been  at 
Wellman,  Inc.  (wlm), 
the  $1.2  billion  (esti- 
mated sales)  polyester 
maker  and  recycler. 
Prices  for  paraxylene,  a 
key  polyester  compo- 
nent, are  down  48%, 
and  Wellman's  profits 
may  drop  25%,  to 
$56  million,  in  1996. 
At  a  recent  21,  the 
stock  trades  at  book 
value  and  just  eight 
times  estimated  1997 
profits. 

Time  to  buy, 
says  Morgan  Stan- 


Polyester  has  come  a 
long  way  since  the 
1970s. 


r 


ley  analyst  Leslie  Ravitz,  who  thinks 
polyester  prices  are  bottoming. 
"Inventories  are  down  to  the  bone," 
he  says. 

Another  reason  to  be  bullish: 
Polyester  has  shed  its  low-rent 
image.  Even  tony  designers  Ralph 
Lauren  and  Donna  Karan  use  the 
fabric  now.  Ravitz  expects  Well- 
man's  earnings  per  share  to 
rise  62%  in  1997  and  the 
stock  to  hit  30  in  the  next 
/  \  18  months. 

If      <o  -Bruce  Upbin 

\        M  Preferred 
^  seating 

Buffeted  by  two 
crashes  in  three 
X  months  and  a  10%  excise  tax 

^4    that  went  into  effect  in  late 
w^^jA     August,  airline  stocks  have 

skidded. 

yate  Perfect  time  to  buy 

USAir  Group's  S4. 38 
^^^fl    Scries  R  convertible  pre- 
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to  blame.  In  a  recent  CompuServe 
posting,  one  bull  predicted  the 
stock  would  hit  22  after  Valujet 
starts  flying  again. 

Don't  bet  on  it,  says  Vivian  Lee, 
an  analyst  at  BT  Securities.  Valujet 
was  hurting  even  before  the  Ever- 
glades crash.  The  airline's  load — or 
percentage  of  seats  filled — fell 
steadily  in  the  five  months  before 
the  disaster.  In  May  alone,  the  load 
fell  17  percentage  points. 

Valujet  hoped  to  resume  opera- 
tion in  August,  but  at  press  time  was 
still  waiting  for  government 
approval.  When  it  comes,  Valujet 
will  fly  a  maximum  of  15  planes, 
versus  51  before  the  crash.  It  will 
need  faa  approval  to  add  to  its  fleet 
and  faces  competition  from  Delta's 
new  discount  carrier. 

With  $208  million  in  cash,  Valu- 
Jet's  not  going  bust,  but  neither  is 
there  any  good  reason  to  buy  it  or 
hold  it  now.  PaineWebber  analyst 
Samuel  Buttrick — who  had  a  buy  on 
the  stock  until  the  faa  grounded 
Value  Jet — expects  it  to  earn  just  25 
cents  in  1997.  At  the  current  price, 
it's  trading  at  44  times  earnings. 
The  stock's  neither  a  short  nor  a 
buy.  Leave  it  alone. 

Extra  credit 

Bank  of  New  York's  stock 
(bk)  has  been  volatile  since 
Morgan  Stanley  analyst  Dennis  Shea 
recommended  it  here  (Forbes,  Mar. 
25)  at  2614,  adjusted  for  a  recent  2- 
for- 1  split.  After  dropping  9% — 
when  the  bank  announced  a  $350 
million  loan -loss  provision  for  bad 
credit  card  loans  in  late  June — BK 
has  rebounded,  to  a  recent  27V*. 

Still  cheap,  says  Shea.  It  trades  at 
9.6  times  next  year's  estimated  prof- 
its; the  average  bank  multiple  is  10.3 
times.  Shea  likes  BK  because  of  its 
broad  mix  of  businesses:  Less  than 
50%  of  profits  come  from  lending. 
The  rest  is  from  trust  management, 
securities  processing  and  factoring. 
Even  if  interest  rates  rise,  BK  won't 
be  hurt  as  much  as  some  of  its  rivals. 

Further  consumer  debt  writeoffs? 
Shea  says  the  bank  has  more  than 
covered  itself  for  the  next  two  years. 
He  thinks  BK  could  hit  37  in  the 
next  12  months,  a  36%  increase. 

-Julie  Androshick  ■ 


Transfer 

SPEED  OF 
LIGHT 


Networking  solutions  for  the  graphics, 
multimedia  and  entertainment  mar- 
kets is  what  WARP  10  Technologies  is 
all  about.  WARP  10's  solutions  can 
enable  users  to  create  their  own  pri- 
vate networks  with  an  affordable  way  to  transmit  information  via 
computer  at  the  speed  of  light.  Key  technical  advantages  have 
resulted  in  the  company's  dominant  role  in 

their  $6  billion  North  American  market. 


WARP  lO 

Technologies  Inc. 

NASDAQ  Symbol:  WARPF 


For  An.  Investor  Kit  Call: 

800-595-2357 

http://www.invrel.com 


FINDING  HI1 

IDEI 

I  ^^uM 

VALUE  1 

NMI 

D-CAPS 

Introducing  T.  Rowe  Price  Mid-Cap  Value  Fund.  Our  newest  fund 
pursues  long-term  capital  appreciation  with  moderate  risk  by  targeting 
medium-sized  companies.  Typically,  these  companies  are  more  flexible 
and,  therefore,  offer  higher  return  potential  than  larger  companies  yet  are 
less  volatile  than  start-up  firms. 

The  fund  invests  primarily  in  stocks  that  are  either  out  of  favor  or  not 
widely  followed  by  analysts.  As  other  investors  recognize  the  underlying 
value  of  these  companies,  the  fund  stands  to  benefit  from  potentially 
favorable  movement  in  their  stock  prices. 

While  the  value  approach  may  buffer  some  downside  risk,  the  Mid-Cap 
Value  Fund  will  be  more  volatile  than  a  fund  investing  primarily  in  larger 
corporations.  $2,500  minimum  ($1,000  for  IRAs).  100%  no  load. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-6147 

http://www.troweprice.com 


Invest  With  Confidence 

T.RoweRice 


-Ik 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  oilier  charges  and  expenses.  Read  it 
caiefillly  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MCV032092 
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ANOTHER   INVESTOR'S  ADVANTAGE 


No-loads. 

Proven 
performance. 


Four  select  growth  funds. 

average  annual  total  returns* 


1  Year 

5  Year 

1 0  Year 

Strategist  Growth  Fund  from 
American  Express 

INVESCO  Dynamics  Fund 

Founders  Growth  Fund 

Stein  Roe  Capital  Opportunities 

29.1% 

26.0% 

34.2% 
65.1% 

19.2% 

21.5% 
21.6% 
26.9% 

14.1% 

14.2% 
15.2% 
14.0% 

Financia 
Direct 


100%  No-load 


Over  the  past  10  years,  these  carefully  selected  mutual  funds 

from  American  Express  Financial  Direct  have  produced 

impressive  investment  returns. 

Of  course,  past  performance  is  no 

guarantee  of  future  results.  These  four  are  just  some  of  the 

many  well-known,  no-load  funds  we  offer  with  no  transaction 

fees  for  a  minimum  investment  of  $2,000. 

For  a  prospectus  on  am  oftliese  growth  mntiiat 

Licensed  financial  consultants  are  ready  to  provide  information  funds  with  no  loads  or  transaction  fees,  call 

and  advice  on  mutual  funds,  money  market  funds,  discount  1    Q  f^f}   A  ^/'ID  1 

brokerage,  and  more.  Whatever  you  request,  you'll  receix  e  the  J-  Ovyvyi  \yVJ.  1  1 

exceptional  service  you  expect  from  American  Express.  2    9    7   -  2    0    1  1 

*  Average  annual  total  returns  are  for  the  periods  ending  6/30/96,  and  i)iclude  changes  in  principal  value,  reinvested  dMdends  and  capital  gains  distributions 
Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Strategist  Growth  Fund  invests  im 
assets  in  Growth  Portfolio,  of  Growth  Trust.  The  Portfolio's  predecessor  fund,  IDS  Growth  Fund,  has  been  in  existence  since  March  1972.  The  performance 
shown  is  based  in  part  on  the  historical  performance  of  the  predecessor  fund,  which  also  invests  its  assets  in  Growth  Portfolio.  Tlie  performance  shown  represent 
performance  of  the  predecessor  fund  prior  to  3/20/95  and  of  the  predecessor  fund's  Class  A  shares  from  3/20/95  through  6/30/96,  adjusted  to  reflect  the  absencl 
of  sales  charges.  The  historical  performance  has  not  been  adjusted  for  any  difference  between  the  estimated  fees  and  expenses  of  the  Fund  and  the  historical  fea 
and  expenses  of  the  predecessor  fund.  For  more  complete  information,  including  charges  and  expenses,  please  call  for  a  prospectus.  Read  it  carefully  before  yoi 
invest  or  send  money.  American  I  \  press  Service  Corporation.  Distributor. 


PORTFOLIO  STRATEGY 


PSRs  revisited 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made  the 
Market. 


A  NUMBER  OF  readers  have  written  to  ask  if 
there  has  been  more  research  on  price/sales 
ratios  since  my  first  book  introduced  PSRs  to 
the  world  in  1984.  If  you  need  refreshing,  the 
price/ sales  ratio  is  the  relationship  between  a 
company's  sales  and  its  market  capitalization. 
Let's  say  sales  work  out  to  $100  a  share  and 
the  stock  price  is  100 — rather  high  in  my 
book.  That's  a  1-to-l  ratio.  If  the  stock  price 
were  50,  the  psr  would  be  50%.  A  low  psr  is 
good  because  it  means  that  a  small  improve- 
ment in  profit  margins  can  bring  a  lot  to  the 
bottom  line,  improving  the  firm's  future  p/e 
Low-psr  stocks  are  held  in  low  regard  by  Wall 
Street.  Those  with  improving  profit  margins 
usually  catch  The  Street  by  surprise. 

A  recent  book  covering  PSRs  is  What  Works 
on  Wall  Street,  by  James  P.  O'Shaughnessy 
(McGraw-Hill,  $29.95).  He  doesn't  give  me 
the  credit  I  think  I  deserve  for  introducing 
the  concept,  but,  what  the  heck,  it's  still  a 
great  book. 

O'Shaughnessy  tests  most  screening  tools — 
everything  from  low  p/es  to  momentum  mea- 
sures like  relative  strength — over  more  than 
40  years.  His  finding:  Low-psr  stocks  swamp 
not  only  high  PSRs  but  all  other  cuts — and  by 
a  lot.  Ditto,  using  only  small  stocks  or  big 
stocks.  Low  PSRs  beat  the  next-best  horse 
across  all  races,  and  by  about  1.5%  per  year  or 
more.  That  was  true,  too,  in  most  multiyear 
subsets  of  the  40-plus  years,  whether  the  sub- 
sets were  long  ones  or  short  ones. 

O'Shaughnessy  then  shows  that  you  do 
better  still  combining  PSRs  with  other  ratios  in 
a  more  complicated  multivariate  attack.  While 
true,  I  doubt  most  folks  will  ever  do  this.  If 
it's  complicated,  most  investors  won't  stick  to 
it.  But  there  is  lots  to  learn  here. 

In  a  similar  vein,  professors  William  C. 
Barbee  Jr.,  Sandip  Mukherji  and  Gary  A. 
Raines  wrote  a  barn  burner  of  a  paper  in  the 
March/April  1996  issue  of  the  Financial 
Analysts  Journal — at  your  library — entitled 
"Do  Sales-Price  and  Debt-Equity  Explain 
Stock  Returns  Better  than  Book-Market  and 
Firm  Size?"  Their  answer?  Yes.  Challenging 
the  academic  establishment's  current  conclu- 
sion that  price-to-book  is  the  best  way  to  view 
reality,  this  trio's  academic  work  shows  that 
price/sales  ratios  are  "a  more  reliable  explana- 
tory factor"  for  stock  returns  than  other  mea- 
sures. They  use  all  the  standard  academic 
tools  and  rules  to  show  that  if  you  like 


academia,  you  will  love  PSRs. 

My  own  firm's  recent  psr  research  has 
focused  overseas.  Here,  too,  Iow-psr  stocks 
nicely  beat  higher  psr  stocks  and  beat  other 
valuation  cuts.  We  have  focused  research  over- 
seas because  it  hasn't  been  done  yet  publicly, 
and  because,  as  my  most  recent  columns  have 
predicted,  1997  and  1998  will  offer  better 
stock  market  returns  in  Europe  and  Japan 
than  in  the  U.S. 

To  get  specific.  Here  are  some  foreign  low- 
psr  stocks  I  like  for  the  next  few  years: 

The  French  chemical  and  pharmaceutical 
giant  Rhone-Poulenc  (26,  rp)  sells  below  1992 
levels,  but  I  think  1997  will  see  a  new  peak. 
Investors  disdain  the  commodity-like  quality 
of  much  of  its  product  line.  I  expect  a  Euro- 
pean pickup  and  inflation,  which  will  boost 
Rhone-Poulenc.  Selling  at  book  value,  a  psr 
of  50%,  a  p/e  of  19  and  a  dividend  vield  of 
2.5%,  I  expect  40  by  1999. 

Akzo  Nobel  (58,  akzoy)  has  been  in  Dutch 
since  its  mid-60s  peaks  in  1994  and  1995. 
Investors  fear  weak  European  chemical  pricing 
ahead.  I  see  better  pricing,  not  worse.  Akzo  is 
strongly  diversified  by  product  line  and  geog- 
raphy. It  also  has  relatively  little  debt.  At  50% 
of  revenue,  2  times  book  value,  8  times  earn- 

Overseas  as  well  as  here,  low-PSR 
stocks  beat  higher-PSR  stocks. 

ings  and  with  a  5.4%  dividend  yield,  we  might 
well  see  90  by  1999. 

One  of  my  clients  called  Sweden's  Elec- 
trolux       eluxy)  "very  unappealing" — I 
admire  that  quality  in  a  stock.  It  has  been  a 
dog,  tied  to  its  very  heavy  economic  sensitivi- 
ty. But  since  I  think  Europe  is  about  to  wake 
up,  I  think  Electrolux  will,  too.  Not  only  is  it 
Europe's  market-share  leader  in  home  appli- 
ances, but  it  has  some  great  brand  names. 
Only  about  25%  of  sales  are  in  the  U.S.,  but 
you  know  names  like  Frigidaire,  Weed  Eater, 
and,  of  course,  Electrolux  itself.  Selling  at  a 
psr  of  25%  of  sales,  1.3  times  book  value,  a 
p/e  of  10  and  a  dividend  yield  of  3.3%,  I 
expect  more  than  75. 

Spain's  oil  giant  Repsol(32,  rep)  is  my 
favorite  oil.  It  is  well  run,  conservatively 
financed  and  has  a  lock  on  Spain's  internal 
market,  with  fingers  into  Europe.  Cheap,  too. 
Its  PSR  is  45%  of  sales,  its  p/e  is  10,  its  divi- 
dend is  4.7%,  and  it  sells  at  1.7  times  book 
value.  By  1999,  50  isn't  impossible.  UN 
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STOCK  TRENDS 


Foolishness 
about  funds 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Binnyi  Jr.  is 
president  of  Birinyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial  con- 
sulting firm. 


It  is  the  rage  these  days  to  study  mutual 
funds  and  their  flows.  Any  slowing  or  poten- 
tial slowing  raises  hopes  in  the  otherwise 
dispirited  bearish  camp. 

Don't  forget,  though,  that  mutual  fund 
activity  has  been  cited  as  a  potential  negative 
through  most  of  this  bull  market.  First,  the 
pundits  shook  their  heads  at  the  heavy  public 
buying  in  the  funds.  Why  was  that  bad? 
Because  it  was  assumed  the  public  always 
comes  in  at  the  top.  However,  that  doesn't 
happen  to  be  true.  In  the  last  six  bull  mar- 
kets, the  public  was  a  net  seller  fully  half  of 
the  time.  In  the  other  half,  the  peak  buying 
period  was  well  short  of  the  market's  peak. 

How  typical  this  is  of  so  much  stock  mar- 
ket advice:  based  not  on  facts,  but  on  cliches. 

The  bears  then  argued  that  since  much 
mutual  fund  money  was  first-time  money — 
roughly  75%  of  fund  assets  have  come  in  dur- 
ing the  last  few  years — it  would  flee  in  the 
first  downturn.  Fact  is  that  back  in  1983 
nearly  90%  of  the  money  in  funds  had  been 
there  for  less  than  four  years,  and  that  was 
hardly  a  prelude  to  a  bear  market. 

The  market  might  make  a 
run  to  6000,  but  the  better 
probability  is  that  it  will 
continue  to  go  sideways. 


More  recently,  the  concern  has  been  that 
mutual  fund  investors  don't,  after  all,  buy  at 
the  top.  Instead,  they  sell  around  the  top, 
which  will  precipitate  and  accentuate  a  market 
decline.  But  the  1990s  may  well  be  a  replay  of 
the  1960s,  when  investors  bought  mutual 
funds  right  through  three  bear  markets.  In 
1966,  the  market's  second- worst  year  since 
World  War  II  (off  almost  19%),  a  then-record 
$3.2  billion  went  into  stock  hinds.  That  record 
stood  until  1969,  when  $5.7  billion  went  into 
funds  while  the  market  lost  almost  15%. 

With  these  myths  exploded,  new  ones  take 
their  place.  The  latest  one  concerns  the  recent 
volatility  in  mutual  hind  flows.  It  says  that 
these  month-to-month  fluctuations  are  unset- 
tling and  the  beginning  of  a  trend.  Again,  I 
beg  to  differ.  First,  be  aware  that  many  of 
those  weekly  numbers  that  appear  in  the 


headlines  are  only  estimates  and  subject  to 
frequent  and  significant  revision. 

Anyhow,  don't  read  too  much  into  the  ups 
and  downs  of  mutual  fund  flows.  In  April 
1986  there  was  a  record  $4  billion  put  into 
growth  and  other  equity  funds,  over  five 
times  the  amount  of  the  prior  year  and  an 
80%  increase  from  March  of  that  year.  It  was 
to  be  the  second-greatest  month  in  the  entire 
1982-87  market,  but  neither  that  month  nor 
the  months  following  (when  there  were  large 
declines  in  funds  flows)  were  pivotal. 

Mutual  fund  inflows  have,  in  my  opinion, 
been  overemphasized.  Money  going  into 
funds  does  not  necessarily  equate  with  a  high- 
er market.  You  may  recall  that  in  1994,  a  year 
the  market  lost  ground,  there  was  an  inflow 
in  excess  of  $100  billion. 

Looking  at  facts  rather  than  at  cliches,  I 
would  not  be  concerned  about  the  trends  of 
funds  flows.  Scarcely  mentioned  this  year  is  the 
fact  that  individuals  have  put  $73  billion  net 
into  their  money  market  funds,  which  shows 
caution.  If  this  money  starts  to  go  into  stocks, 
I  would  view  it  as  the  final  speculative  stage. 

The  fact  that  bears  have  to  focus  on  mutual 
fund  data  and  then  misuse  the  data  to  get  the 
desired  results  suggests  to  me  that  the  market 
is  perhaps  healthier  than  I  thought. 

Am  I  then  outright  bullish?  No.  While  it's 
too  early  to  get  out,  it's  too  late  to  speculate. 
With  the  market  coming  back  to  the  top  end 
of  its  trading  range,  5700-plus,  I  prefer  to  sit 
tight.  We  might  make  a  run  to  6000,  but  the 
better  probability  is  that  it  will  continue  to  go 
sideways.  The  volatility  of  the  last  several 
months  will  likely  continue.  Stay  with  large, 
familiar  names  such  as  Loews  Corp.  ( 78 )  and 
Bankers  Trust  (80).  With  technology  stocks 
showing  strength,  the  likes  of  IBM  (110)  and 
Oracle  (38)  will  likely  do  better,  but  the  risk 
is  too  great  for  any  but  outright  traders. 

That's  true,  too,  of  the  o-t-c  stocks — and 
especially  the  technologies — but  the  area  is 
too  treacherous  for  individuals.  If  you  want 
to  bet  on  a  recovery  in  the  tech  stocks,  pick  a 
mutual  fund  like  T.  Rowe  Price  Science  & 
Technology  Fund. 

As  for  Philip  Morris  (91 ),  it  has  come  back 
to  the  90  level  where  I  recommended  it  last 
May.  I  still  like  the  stock,  but  you  might  con- 
sider switching  into  rjr  Nabisco  (27),  which 
may  not  have  the  same  potential,  but  yields 
nearlv  7%. 
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WALL  STREET  IRREGULAR 

Wither  gold? 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria  , 
Va. -based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 


Has  the  July  stock  market  massacre  made 
gold  more  desirable?  The  average  exposure 
among  the  gold-only  letters  I  track  reached 
90%  when  gold  was  at  $415.  It  is  now  60%. 
However,  most  of  the  decline  can  be  traced 
to  the  trend-following  letters.  These  automat- 
ically became  more  bearish  as  gold  dropped 
back.  What  appears  more  significant  to  me  is 
that  most  of  the  gold  timers  who  are  not 
trend-followers  have  remained  bullish. 

In  this  the  gold  letters  part  company  with 
gold  futures  traders.  According  to  Market 
Vane's  survey,  bullish  sentiment  among  these 
traders  fell  to  below  40%  in  mid-June  and 
stayed  there  until  late  July — an  unprecedent- 
ed length  of  time  for  them  to  remain  this 
bearish.  It's  only  barely  higher  than  that 
today  at  44%.  Clearly,  the  gold  futures  traders 
have  thrown  in  the  towel  while,  except  for 
the  trend-followers,  the  gold  letters  haven't. 

Who  is  right? 

Let's  see  why  the  letters  are  bullish.  One 
factor  is  this  extreme  bearishness  among  gold 
futures  traders.  Rarely  is  such  extreme  pes- 
simism witnessed  prior  to  "an  accelerated 
decline,"  according  to  Charles  LaLoggia,  edi- 
tor of  LaLq/j0ia's  Special  Situation  Report.  In 
fact,  he  sees  such  dejection  as  typical  of  mar- 
ket bottoms. 

Another  reason  cited  by  many  of  the  gold 
letters  for  remaining  bullish,  in  spite  of  bul- 
lion's decline:  They  feel  it  was  little  more 
than  a  sympathetic  reaction  to  copper's  32% 
drop  in  the  wake  of  the  Sumitomo  Corp. 
scandal.  And,  since  copper's  woes  have  little 

Gold  has  exhibited 
remarkable  resilience  in 
the  face  of  bearish  news. 


to  do  with  gold's  fundamentals,  they  accord- 
ingly expect  gold  to  rebound  as  the  shock  of 
that  scandal  wears  off. 

Perhaps  the  most  significant  factor  behind 
the  bullishness  is  that  inflation  seems  to  be 
heating  up,  as  evidenced  by  several  different 
indexes.  Consider  the  Commodity  Research 
Bureau's  Futures  Index:  Despite  copper's 
plunge,  that  index  today  is  nearly  4%  higher 
than  it  was  at  the  beginning  of  the  year.  To 
many  of  the  gold  timers,  this  is  evidence  that 
subsurface  inflationary  pressures  are  mounting. 


.Another  reason  some  of  these  letters  have 
remained  bullish:  They  anticipate  that  at  least 
some  of  Wall  Street's  largest  institutional 
investors  will  begin  later  this  year  to  shift 
their  asset  allocations  away  from  stocks  and 
bonds  and  put  at  least  some  of  the  money 
into  gold.  One  adherent  of  this  point  of  view 
is  Craig  Corcoran,  editor  of  Futures 
Hotline/Mutual  Fund  Timer,  the  top-per- 
forming gold-timing  letter  over  the  last  five 
years.  Because  the  total  market  capitalization 
of  gold  mining  companies  is  tiny,  compared 
with  institutional  assets,  even  a  minor  shift  in 
their  allocation  could  have  a  dramatic  impact. 
Corcoran  suggests  we  keep  our  eyes  on 
Newmont  Mining,  since  it  is  an  institutional 
favorite  gold  mining  company. 

Yet  another  bullish  omen,  in  the  eyes  of  a 
number  of  the  gold  letters:  Bullion  didn't 
fall  even  more  after  it  was  reported  that  the 
International  Monetary  Fund  would  sell 
several  billion  dollars'  worth  of  its  gold 
reserves.  In  another  market  environment  in 
which  gold  isn't  as  strong  as  it  evidently  is 
now,  the  gold  letter  editors  reason,  even  the 
threat  of  such  sales  would  cause  gold  to 
collapse. 

The  gold  letters,  in  short,  make  a  persuasive 
case.  Gold  has  exhibited  remarkabte  resilience 
in  the  face  of  otherwise  bearish  news.  Indeed, 
it  is  just  7%  below  its  February  high — well 
within  the  confines  of  a  normal  correction. 

Which  gold  stocks  are  favored  by  the  let- 
ters? The  most  popular  currently  is  Barrick 
Gold  (recent  price,  28),  which  is  recommend- 
ed by  seven  of  the  letters  tracked  by  the  hfd. 
Almost  as  popular  is  Placer  Dome  (25,  rec- 
ommended by  five  letters)  and  Agnico  Eagle 
Mines  (15,  recommended  by  four  letters). 
One  other  mining  company  is  recommended 
by  three  letters:  Ashanti  Goldfields  (18, 
adrs).  And  three  more  companies  are  each 
recommended  by  two  letters:  Echo  Bay 
Mines  (10),  Homestake  Mining  (17)  and 
Newmont  Mining  (54). 

In  the  mutual  fund  arena,  the  most  popular 
gold-oriented  funds  are  Invesco  Strategic 
Gold  (currently  recommended  by  seven  let- 
ters) and  Benham  Gold  Equity  Index  (recom- 
mended by  four).  Both  have  no  loads  or 
redemption  fees.  Fidelity's  Select  American 
Gold  is  also  popular  (recommended  by  six 
letters),  but  note — it  carries  a  3%  load  for 
those  not  already  invested  in  a  Fidelity  Select 
fund  and  a  0.75%  redemption  fee  for  with- 
drawals within  30  days  of  purchase.  ■ 
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Values  Down  Under 


BY  STEUE  H.  HANKE 


Steve  H.Hanke  is  a 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


The  crash  in  high  technology  stock  prices 
was  triggered  when  a  spate  of  earnings  reports 
fell  short  of  Wall  Street's  overly  optimistic 
expectations.  This  didn't  surprise  value 
investors  such  as  Forbes  columnist  David 
Dreman.  Indeed,  Dreman  and  like-minded 
writers  have  always  said  that  one  sure  way  to 
underperform  in  the  stock  market  is  to  buy 
glamorous,  low  book-to-market  stocks. 

Dreman's  value  approach  has  not  gone 
unchallenged.  For  example,  Mark  Hulbert 
offered  a  counterpoint  to  Dreman  in  the  June 
17  issue  of  Forbes.  But  the  bulk  of  the  recent 
literature  in  finance  comes  down  on  the  side 
of  the  value  investors. 

Why  the  superior  performance  of  value 
stocks?  A  new  National  Bureau  of  Economic 
Research  study  by  professors  Rafael  La  Porta, 
Josef  Lakonishok,  Andrei  Shleifer  and  Robert 
Vishny  goes  a  long  way  toward  answering  that 
question.  The  study  covered  the  period  1971 
through  1992  and  included  data  for  all  firms 
that  had  been  in  existence  for  at  least  five 
years  and  were  listed  on  the  nyse,  Amex  or 
Nasdaq.  Stocks  were  assigned  to  a  "value" 
portfolio  if  their  book-to-market  ratios  were 
in  the  highest  10%  of  all  stocks;  to  a  "glam- 
our" portfolio  if  their  ratios  were  in  the 
bottom  10%. 

The  value  stocks  sell  fairly  close  to  or  below 
their  book  value  and  are  out  of  favor  with 
investors  for  one  reason  or  another — because 
of  a  threatening  government  policy,  sluggish 
earnings  growth  or  just  because  they  are  in  an 
unexciting  industry.  Most  investors  have  given 
up  on  these  stocks.  They  are  boring.  Glamour 
stocks  are  exciting. 

Yet,  according  to  the  nber  study,  returns 
for  value  stocks  were  substantially  higher  than 

My  favorite  value  is  not  a  stock  but  a 
whole  market,  one  currently  out  of 
favor  with  a  good  prospect  for 
pleasant  surprises. 


for  glamour  stocks,  with  the  gap  averaging 
9.6%  annually  over  the  five  years  after  portfo- 
lio formation.  Nothing  new  there.  What's  new 
is  the  fact  that  20%  to  30%  of  those  superior 
returns  can  be  explained  by  "earnings  sur- 
prises." Quarterly  earnings  announcements 
for  value  stocks  were  systematically  above 


investors'  expectations — whereas  those  for 
glamour  stocks  were  below. 

There's  a  lesson  here.  It  is  that  old  expecta- 
tions die  hard.  People  expect  great  things  of 
the  growth  stocks,  and  when  at  first  they 
don't  deliver,  the  believers  continue  to 
believe.  It's  the  reverse  with  value  stocks:  Not 
expecting  much  from  them,  analysts  typically 
underpredict  their  earnings. 

If  you  listen  to  most  money  managers,  you 
would  think  that  they  always  buy  "value." 
Don't  believe  a  word  of  it.  Their  portfolios 
have  historically  been  overweighted  with 
glamour  stocks.  And  that's  why  money  man- 
agers have  typically  underperformed  the  over- 
all market  during  the  past  25  to  30  years. 

Which  brings  me  to  my  favorite  value.  It's 
not  a  stock  but  a  whole  market,  one  currently 
out  of  favor  with  a  good  prospect  for  pleasant 
surprises.  I'm  talking  about  New  Zealand.  Its 
economic  fundamentals  are  superb  (see  my 
May  20  column),  yet  its  market  is  underval- 
ued, with  a  price/earnings  ratio  of  13.5,  a 
book-to-market  ratio  of  0.6  and  a  dividend 
yield  of  4.7%.  The  comparable  numbers  for 
the  Dow  are  17.6,  0.2  and  2.2%,  respectively. 

New  Zealand  value  stocks 


Company 

P/E 

Book/ 

Dividend 

market 

yield 

Kiwi  Income  Property  Trust 

12.7 

1.1 

7.9% 

St.  Lukes  Group 

10.7 

0.9 

8.8 

Lane  Walker  Rudkin  Ind 

7.0 

0.7 

8.2 

DB  Group 

14.2 

1.1 

4.5 

Air  NZ  Ltd.  (Class  B) 

9.1 

0.7 

4.6 

PDL  Holdings 

8.0 

0.6 

5.0 

Fisher  &  Paykel  Ind 

13.2 

0.7 

4.0 

As  with  specific  stocks,  the  undervaluation 
can  be  traced  to  investor  misperception.  The 
markets  are  worried  about  Winston  Peters,  an 
economic  nationalist  who  wants  to  restrict 
foreign  ownership  of  any  strategic  New 
Zealand  asset  to  a  maximum  of  24.9%.  In  my 
view,  Peters  is  a  long  shot  to  become  prime 
minister  after  next  month's  general  election. 
He  will  fade  into  the  sunset,  as  did  Patrick 
Buchanan  here. 

New  Zealand's  equity  market  also  has 
been  held  down  because  short-term  interest 
rates  have  exceeded  long-term  interest  rates. 
This  inverted  yield  curve  will  become  posi- 
tive during  the  first  half  of  1997,  after  core 
inflation  falls  comfortably  within  the  Reserve 
Bank's  annual  inflation  target  of  0%  to  2%. 

The  New  Zealand  market  is  loaded  with 
value.  Look  for  a  substantial  rally  there  by 
early  next  year.  My  short  list  of  good  "buys" 
is  included  in  the  accompanying  table.  HK 
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Save?  Or  spend? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is 
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Shilling  &  Co.,  eco- 
nomic consultants  and 
investment  advisers. 
His  firm  publishes 
Insight,  a  monthly 
newsletter  covering  the 
business  outlook  and 
investment  strategy. 


Starting  with  the  release  of  the  July  pay- 
roll employment  numbers,  Wall  Street  has 
done  another  flip-flop.  Worry  over  excessive 
economic  growth  is  out.  Belief  in  slower  but 
sustainable  gains  is  in.  And  for  good  reason. 
Consumers  have  gotten  lots  more  pay  from 
increases  in  new  jobs,  hours  worked  and 
wages.  If  they  don't  splurge  with  that  income, 
economic  growth  will  moderate  in  the  second 
half,  to  the  benefit  of  bonds  and  stocks.  But  if 
recent  spending  patterns  persist,  growth  will 
be  too  robust  for  the  inflation-wary  Fed.  It 
will  tighten  and  then — look  out  below! 

The  economy  is  at  a  critical  stage.  Almost 
all  of  its  efficient  capacity  and  employable 
labor  is  at  work.  With  the  potential  real  GDP 
rising  at  only  a  2%  annual  rate,  a  continua- 
tion, much  less  a  pickup,  in  the  second  quar- 
ter's strong  growth  raises  the  inflation 
specter.  Don't  get  me  wrong.  I  see  no  imme- 
diate inflation  problem.  Consumers  now 
believe  that  anyone  who  doesn't  get  a  rebate 
on  a  new  vehicle  or  discount  on  a  major 
appliance  is  just  plain  stupid.  Producers  have 
been  unable  to  pass  on  cost  increases  for  so 
long  that  they  tell  their  suppliers  not  to 
bother  asking  for  higher  prices.  Eventually, 
excessive  pressure  on  capacity  and  labor  sup- 
plies would  change  attitudes  and  precipitate  a 
burst  of  inflation,  but  the  Fed  won't  wait 
until  then. 

This  is  a  deflationary  Fed.  Investors  would 
do  well  to  keep  this  in  mind,  for  it  has  deep 
implications  for  the  market.  As  the  adage 
goes,  the  punch  bowl  is  always  going  to  be 
taken  away  just  when  the  party  is  starting  to 
get  good.  Inflation  has  been  slashed  from 
double  digits  to  under  3%  annual  rates,  but  in 
the  process  the  s&Ls  were  wiped  out,  real 
estate  killed  and  the  banks  severely  wounded. 
The  Fed  will  not  tolerate  a  relapse.  In 
February  1994  it  tightened  when  inflation 
was  only  a  glint  in  the  eye  of  raw  materials. 
The  Fed  will  do  it  again  if  it  sees  business 
strength  at  inflation-threatening  levels.  And 
don't  think  the  presidential  election  will  stand 
in  the  way  of  this  policy.  It  hasn't  in  six  of  the 
last  ten  presidential  elections.  The  credit 
authorities  know  that  tightening  won't  hit  the 
economy  and  most  voters  until  well  after  the 
election. 

What  could  prevent  further  tightening?  If 
the  consumer  saving  rate  rises  by  less  than 
one  percentage  point,  to  5%,  from  the  second 


quarter's  4.3%  level,  third-quarter  real  GDP 
growth  will  drop  to  about  2%,  even  below  the 
Fed's  2.5%  annual  rate  forecast  for  the  second 
half.  But  if  consumers  spend  all  but  4%  of 
their  aftertax  income,  growth  jumps  to  6%, 
and  the  Fed  turns  off  the  spigot. 

So  the  question  is:  Will  the  consumers 
spend  or  save  their  extra  income?  Incentives  to 
save  are  legion,  and  consumers  did  sock  away 
more  in  June  than  earlier.  They  also  did  so  in 
the  first  and  last  quarters  of  1995,  but  in  each 
case  returned  to  the  stores  in  force  a  quarter 

The  economy  is  at  a  critical  stage. 
Almost  all  of  its  efficient  capacity 
and  employable  labor  is  at  work. 


later.  Are  we  now  entering  a  third  consumer 
minicycle  in  which  current  spending  restraint 
gives  way  to  so  much  strength  by  Christmas 
that  credit  tightening  will  again  threaten? 

Who  am  I,  as  a  mere  economist,  to  try  to 
fathom  consumer  behavior?  Think  of  all  those 
bright  advertising  wizards,  market  researchers 
and  Hollywood  tycoons  who  are  paid  zillions 
to  figure  out  the  consumer  and  still  can't. 
And  here's  another  sobering  fact.  The  differ- 
ence in  investment  implications  between  a  4% 
and  a  5%  saving  rate  is  tremendous.  But  those 
two  numbers  bound  the  saving  rate's  range  of 
recent  years  and  movement  between  them  is 
almost  random  fluctuation. 

If  the  spigot  does  get  tightened,  stocks 
won't  be  the  only  victims.  Bonds  will  take 
another  hit.  Some  argue  that  the  selling  pres- 
sure in  bonds  this  year  already  discounts  Fed 
tightening,  but  don't  count  on  it.  When  the 
Volcker  Fed  made  a  weekend  decision  to 
attack  inflation  in  1979,  bond  futures  opened 
up  limit  the  following  Monday  as  many 
rejoiced  that  the  Fed  was  doing  its  job.  But 
after  about  10  seconds,  the  bond  contract  shot 
down  limit  as  players  realized  that  the  first  Fed 
tightening  would  not  be  the  last.  After  that  the 
bond  bear  market  really  began  and  lasted  until 
after  the  Fed  cut  short  rates  in  1981. 

This  is  an  already  vulnerable  stock  market. 
Speculation  is  rampant,  with  such  signs  of 
madness  as  the  Beardstown  ladies  combining 
stock  tips  with  recipes  and  proposals  to  com- 
bine stocks  with  Social  Security  trust  funds. 
If  the  consumer  spends  rather  than  saves, 
things  could  get  really  nasty — a  lot  nastier 
than  in  Julv.  WM 
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on  bo  FORBES  ASAP  and  watch  the  "Digitai  Revoiution"  unjoidooo 


Join... 

Tom  Wolfe,  Bill  Gates,  George  Gilder,  Esther  Dyson, 
Tom  Brokaw,  Mark  Helprin,  Jim  Clark,  Scott 
McNealy,  Camille  Paglia,  Nicholas  Negroponte, 
Michael  Kinsley,  Tom  Peters,  Paul  Romer,  Rosabeth 
Moss  Kanter  and  dozens  of  others  as  they  contemplate 
our  digital  future  in  a  landmark  December  2,  1996  edition 
of  FORBES  ASAP  entitled  "The  Digital  Revolution:  Where 
Do  We  Go  From  Here?" 

Visit  the  FORBES  ASAP  website  today  and  interact  with 
our  editors  as  they  develop  this  extraordinary  publishing 
event.  Submit  your  own  essay.  We  promise  to  publish  the 
two  best  essays  in  the  12/2  edition  of  FORBES  ASAP. 


EDITED  BY  WILLIAM  G.  FLANAGAN 


Bringing  an 
ancestor  to  life 


If  you  have  an  ancestor  who  fought  in  the 
War  between  the  States,  government  records 
can  tell  you  his  regiment,  where  he  fought 
and  even  the  color  of  his  eyes. 

By  Alexandra  Alger 


ton,  D.C.  was  my  next  stop.  While 
requests  can  be  processed  by  mail,  I 
wanted  to  see  the  original  19th-cen- 
tury records  for  myself,  if  there  were 
any.  The  National  Archives  are 
housed  in  a  massive,  block-square, 
columned  building  on  Pennsylvania 
Avenue,  between  the  White  House 
and  the  Capitol.  Much  of  the  exten- 
sive trove  of  Civil  War  records  stored 
there  was  created  by  the  U.S.  War 
Department,  which  in  the  1880s 
began  gathering  individual  files  on 
nearly  all  the  2  million  Union  soldiers 
and  on  as  many  of  the  1  million  Con- 
federate soldiers  as  records  could  be 
located  for.  The  documents  are 
drawn  from  muster  rolls,  hospital 
registers,  prison  records  and  military 


Restaging 
the  Civil  War 
Some  20,000 
buffs  now  engage 
in  battle 
reenactments; 
this  mock 
skirmish  took 
place  recently  at 
Charlton  Park, 
outside  of 
Hastings,  Mich. 
Original  battle 
sites  are  usually 
off-limits. 


I  GREW  up  hearing  stories  about 
my  great-great-grandfather  Russell 
Alger,  a  Yankee  officer  during  the 
Civil  War — a  hero,  my  father  said. 
But  details  had  faded  into  history. 
What  did  he  look  like  in  his  uniform? 
Did  he  ride  a  charger  into  battle, 
sword  drawn,  urging  his  troops  for- 
ward? Or  did  he  ride  a  desk,  out  of 
harm's  way?  After  all,  family  lore  had 
it  that  he'd  been  trained  as  a  lawyer. 

Recently  an  acquaintance  who  is  a 
history  buff  mentioned  he'd  found 
his  great-grandfather's  Civil  War  ser- 
vice records  in  the  National  Archives. 
He  said  there  were  other  federal 


sources  of  records  on  Civil  War  vets 
and  that  many  states,  North  and 
South,  also  had  extensive  archives 
accessible  to  the  curious  (see  box, 
p.  233).  The  only  thing  needed  to 
start  a  search  was  the  veteran's  full 
name  and  regiment.  That  was  all  the 
encouragement  I  needed. 

I  knew  Russell  was  from  Michigan, 
so  I  put  in  a  call  to  the  state  archives 
in  Lansing.  Bingo.  Russell  A.  Alger — 
there  was  oniy  one  listed — had  been 
a  captain  in  the  2nd  Michigan  Caval- 
ry, and  later  a  colonel  in  the  5th 
Michigan  Cavalry. 

The  National  Archives  in  Washing- 


correspondence.  Confederate  service 
records,  which  are  often  in  poor  con- 
dition, can  be  seen  only  on  micro- 
film, but  you  can  still  inspect  original, 
handwritten  Union  records. 

The  individual  files  can  be 
skimpy — there  may  be  nothing  but  a 
muster-roll  card  verifying  military  ser- 
vice. But  if  you're  lucky,  you  could 
find  a  pension  application  disclosing 
what  your  Union  vet  did  during  and 
after  the  war,  where  he  lived  and  the 
names  of  immediate  family  members. 
To  get  a  pension,  Union  soldiers  and 
sailors  (or  their  widows)  had  to  prove 
who  they  were,  which  meant  they 
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Where  to  find 
Civil  War  records 

National  Archives,  Penn- 
sylvania Ave.  and  7th  St., 
Washington,  D.C.;  202- 
501-5401.  Military  service 
documents  (Union  and 
Confederate);  also  Union 
pension  records.  You  need 
the  veteran's  name,  regi- 
ment and  the  side  for 
which  he  fought.  If  you 
write  in,  you'll  get  a  reply 
stating  what  records  are 
available  and  the  copying 
costs.  Also  consult  state 
archives,  especially  south- 
ern states,  for  Confederate 
documents. 

U.S.  Military  History 
Institute,  Carlisle  Bar- 
racks, Carlisle,  Pa.;  717- 
245-3972.  Letters,  diaries, 
memoirs,  photos  of  Civil 
War  vets. 


Library  of  Congress,  Inde- 
pendence Ave.  and  First 
St.  SE,  Washington,  D.C.; 
202-707-5522.  Letters, 
diaries  and  other  personal 
papers  in  manuscript  read- 
ing room  (202-707- 
5387);  photographs  in  the 
prints  and  photographs 
reading  room  (202-707- 
6394).  Over  1,000  photos 
are  now  on  the  Internet 
(http://lcweb.loc.gov/ 
rr/print/).  Large  local 
libraries  also  have  copies 
of  the  Library  of  Con- 
gress' Civil  War  Manu- 
scripts directory. 

Church  of  Jesus  Christ  of 
Latter-Day  Saints.  Every 
major  city  has  a  church 
library  that  has  access  to 
LDS'  extensive  genealogical 
records.  Check  your  white 
pages,  or  call  the  Latter- 
Day  Saints  family  history 
department  in  Salt  Lake 


Colonel  Russell  Alger,  ca.  1863 
Lauded  in  Sheridan's  memoir. 


City,  801-240-2584. 

U.S.  Civil  War  Center, 
lsu,  Baton  Rouge,  La.; 
504-388-3202,  x3151.  Its 
Web  site  (http://www. 
cwc.lsu.edu)  lists  addresses 
for  state  archives  and  can 


link  you  to  1,000  Web 
pages,  including  the 
National  Archives,  Library 
of  Congress  and  Military 
History  Institute. 

Tracing  Tour  Civil  War 
Ancestor,  by  Bertram  H. 
Groene  (John  F.  Blair, 
$14.95).  Excellent  sum- 
mary of  resources  and 
how  to  use  them;  also 
addresses  of  state 
archives  and  extensive 
bibliography. 

The  War  of  the  Rebellion: 
A  Compilation  of  the  Offi- 
cial Records  of  the  Union 
and  Confederate  Armies. 
The  federal  government's 
128-volume  compilation 
of  war  records,  including 
officers'  battle  reports. 
There's  also  an  index. 
Available  in  large  public 
and  research  libraries. 


had  to  write  detailed  letters  about 
their  military  service,  as  well  as  pro- 
vide affidavits  from  family  members 
and  fellow  soldiers.  Southern  states 
maintain  similar  records  for  Confed- 
erate soldiers.  (In  1959  the  federal 
government  decided  to  offer  pen- 
sions to  Confederates,  too.  Only  a 
few  were  still  alive — as  well  as  Gener- 
al James  Longstreet's  widow.) 

After  following  directions  to  Room 
400,  I  filled  out  a  form  requesting 
Russell's  military  service  documents. 
Staffers  steered  me  to  a  veterans'  pen- 
sion index,  but  there  was  no  Russell 
Alger.  Apparently  he'd  never  applied 
for  a  pension,  which  would  have  been 
about  $30  a  month. 

But  an  hour  and  a  half  later 
archivists  did  produce  two  yellowing 
envelopes,  which  I  looked  through  in 
the  second  floor  reference  room. 
Starting  with  Russell's  "muster-in" 
card,  filled  out  in  elegant  script,  I 
learned  he  was  a  big  man,  especially 
for  the  times — six  feet  tall — and  had 
black  hair  and  gray  eyes.  At  age  25, 
he'd  been  commissioned  a  captain  in 
the  2nd  Michigan  Cavalry,  Company 


C  on  Sept.  2,  1861  in  Grand  Rapids, 
Mich.  Occupation:  lawyer.  Term  of 
enlistment:  three  years. 

How  did  he  get  his  commission? 
No  mention.  But  he  must  have  had 
some  pull — that  was  how  you  got 
commissions  in  those  days.  He  must 
have  been  good,  too,  for  by  April  of 
the  following  year  he  had  been  pro- 
moted to  major.  There  was  no  men- 
tion of  his  duties.  Was  he  just  an 
Army  lawyer? 

Relief.  Great-great-granddad  was  a 
real  soldier.  A  surgeon's  certificate 
dated  August  1862  revealed  that  he 
had  sustained  an  injury  to  his  right 
side,  uproduced  by  hitting  a  tree 
while  riding  at  full  speed."  But  was  it 
a  battle  accident?  Still  didn't  know. 

Records  also  showed  that  in  Octo- 
ber 1862,  after  barely  a  year  in  uni- 
form, he  had  been  promoted  to  lieu- 
tenant colonel  and  transferred  to  the 
6th  Michigan  Cavalry.  By  June  1863 
he  was  a  full  colonel  with  the  5th 
Michigan  Cavalry.  Then  I  came 
across  another  surgeon's  certificate 
that  left  no  doubt  about  whether 
Russell  had  tasted  combat. 


On  July  8,  1863  he  sustained  a 
"gunshot  wound  of  the  left  thigh, 
received  in  action  at  Boonsboro, 
Md."  His  casualty  report  was  signed 
by  Brigadier  General  George  A. 
Custer — he  of  Little  Big  Horn,  but 
that  was  13  years  later.  At  just  23  the 
flamboyant  Custer  had  been  a 
brigade  commander. 

The  last  document  in  the  folders 
was  a  letter  scrawled  in  a  weak  hand 
on  a  scrap  of  lined  paper,  signed  by 
Russell.  It  was  dated  May  22,  1864 
and  addressed  to  Lt.  Col.  Kingsbury 
in  the  Adjutant  General's  Office.  "I 
respectfully  ask  permission  to  be  sent 
to  hospital  at  Washington  for  treat- 
ment," it  began.  He  had  contracted 
some  sort  of  fever,  hardly  unusual 
during  the  war.  Disease  claimed  more 
lives  than  the  fighting  did. 

I  left  the  archives  hungry  for  more 
information — letters,  diaries,  pho- 
tographs. I  tried  the  U.S.  Military 
History  Institute  in  Carlisle,  Pa., 
which  also  has  Civil  War  records  and 
photographs.  It  had  no  documents 
about  Russell,  but  did  have  a  photo- 
graph (see  above).  It  was  taken  when 
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And  They  Thought  Y>u'd 
Have  Nothing  in  Common. 


"A  new  boss  half  my  age?  Forget  it." 
"An  old  pro?  Can't  tell  him  a  thing." 

Enter  Macanudo.  When  chairs  lean 
back.  When  words  come  easy  (or  not 
at  all).  You  share  a  nod.  "Now  that's 
smooth."  With  leaves  aged  twice,  just 
like  the  Cubans  used  to  do.  There's  a 
spirit  kindled  every  time.  Whether 
you're  making  the  rules,  or  breaking 
them. 


>3 


It's  hard  to  disagree  on  true  cigar  taste. 

MACANUDO. 


Back  in 
the  pool 

The  Cowboys,  49ers,  Packers 
and  Steelers  are  the 
premium  picks  this  year. 


he  was  with  the  5th  Michigan  Caval- 
ry, circa  1863.  A  copy  cost  $13.50. 
How  young  he  looked!  And  yes, 
there  was  a  family  resemblance.  He 
had  my  father's  eyes  and  nose.  Now 
Russell  Alger  was  a  flcsh-and-blood 
relative,  not  just  a  mythical  figure. 

Now  I  wanted  to  know  more 
about  the  places  where  he  had  served 
and  the  battles  he  had  seen. 

Most  states  keep  regimental  histo- 
ries, available  in  archives  and  state 
libraries.  I  could  get  them  from 
Michigan  through  the  interlibrary 
loan  system,  but  I  happened  to  be  in 
Lansing  on  business  and  made  a  stop 
at  the  state  library.  I  learned  that  Rus- 
sell had  served  under  the  great  Union 
cavalry  commander  Philip  Sheridan, 
then  just  a  colonel.  Sheridan  was  pro- 
moted to  brigadier  general  after  lead- 
ing the  2nd  Michigan  Cavalry  in 
battle  at  Booneville,  Miss.,  and  Sheri- 
dan's memoirs  recorded  that  Capt. 
Alger  had  smashed  into  a  tree  while 
leading  an  attack  on  a  Rebel  rear 
guard.  This  was  the  injury  I'd  read 
about  in  the  National  Archives. 

I'm  still  gathering  material  on 
other  battles  in  which  Russell  fought, 
and  I  even  attended  a  Civil  War  battle 
reenactment  in  Michigan  (see  photo, 
p.  232)  to  get  a  whiff  of  what  those 
battles  were  like.  That  distant  war  has 
come  alive  for  me — as  it  did  for  Win- 
ston Groom,  the  writer  best  know  n 
for  Forrest  Gump. 

The  Alabamian  was  cleaning  out  an 
attic  in  1992  when  he  came  across  a 
strongbox  with  papers  documenting 
the  war  experiences  of  his  great-grand- 
father Fremont  Sterling  Thrower. 

My  ancestor  had  the  pull  to  be 
commissioned  an  officer;  Groom's 
forebear  enlisted  as  a  Confederate  pri- 
vate in  what  became  the  56th  Alaba- 
ma Cavalry  regiment.  He  spent 
almost  three  years  fighting  General 
William  Tecumseh  Sherman's  forces. 
In  Savannah,  during  Sherman's 
March  to  the  Sea,  Thrower  was  shot 
in  the  knee,  but  he  stayed  with  the 
army  until  the  final  surrender. 
Inspired  by  Thrower's  valor,  Groom 
went  on  to  write  a  splendid  book  on 
the  Army  of  Tennessee,  Shrouds  of 
Glory.  I  don't  think  Til  write  a  book, 
but  I  have  a  new  respect  for  all  the 
soldiers  of  that  tragic  war,  Blue  and 
Gray,  enlisted  and  commissioned. 
They  were  all  heroes.  tM 


It's  pro  football  time  again,  and 
below  you  will  find  this  year's  price 
list  for  our  no-points,  no-vigorish 
Pool  for  All  Seasons  (Forbes,  Sept. 
11,  1995). 

The  beauty  of  this  pool  is  that  you 
have  action  each  week,  including  the 
postseason,  yet  you  make  picks  only 
once.  The  rules  are  simple:  You  kick 
in  $250,  which  entitles  you  to  buy 
$250  worth  of  teams  for  the  entire 
season.  You  could  pick  a  minimum  of 
4  or  as  many  as  a  dozen  of  the  30 
pro  teams,  depending  on  price.  You 
get  one  point  for  every  regular 
season  victory,  three  points  for  each 
play-off  victory  and  five  points  for 
each  title  won  (division,  conference, 
Super  Bowl). 

There  are  four  winners.  The  player 
with  the  highest  overall  point  total 
walks  away  with  75%  of  the  pool;  the 
second  finisher  gets  10%;  the  winner 
of  the  regular  season  also  gets  10%; 
and  the  last-place  finisher  gets  5%. 
Assuming  there  are  20  players  and  a 
S5,000  pot,  the  prizes  amount  to 
$3,750,  $500,  $500  and  $250  for 
the  booby  prize. 

Judging  by  the  E-mail,  calls  and 
letters  we've  received,  this  pool  is  a 
hit  with  readers.  One  punter,  who 
runs  the  pool  in  his  office,  reports 
that  he  finally  had  to  learn  how  to 
use  his  Excel  spreadsheet  to  keep  tal- 
lies current. 

Our  man  Jack  (a.k.a.  "Poolman") 
has  these  suggestions  if  you  want  to 
start  your  own  pool.  Twenty  players 
make  a  nice  size — there's  less  chance 
for  ties.  If  you're  oversubscribed, 
start  another  pool.  Use  nicknames, 
obviously.  It's  permissible  to  make 
funny  and/or  nasty  comments  on 
the  updates;  it's  your  reward  for  run- 
ning the  thing.  And,  naturally,  make 


The  cost  of  NFL  teams 


Team 

Cost 

Cowboys,  49ers,  Packers,  Steelers 

>7: 

Bills,  Chargers,  Chiefs,  Dolphins 

50 

Colts,  Eagles,  Jets,  Lions 

40 

Bears,  Broncos,  Falcons 

35 

Bengals,  Bucs,  Raiders,  Ravens,  Vikings 

30 

Oilers,  Redskins,  Saints 

25 

Panthers,  Seahawks 

20 

Cards,  Giants,  Jaguars,  Rams,  Patriots 

15 

Source:  "Poolman. " 

sure  all  picks  are  in  before  the  first 
games  are  played  (Sept.  1). 

You  might  want  to  tinker  a  bit 
with  this  price  list,  to  spice  things  up 
in  the  pool  a  bit.  If  you  know,  for 
example,  that  there  are  a  lot  of  Cow- 
boys lovers  in  your  pool,  you  might 
want  to  make  that  team  a  bit  more 
expensive  and  another,  say,  the 
Giants,  cheaper.  It  will  give  some  of 
your  players  second  thoughts  about 
their  picks.  In  fact,  you  can  create 
vour  own  price  list.  But  readers  tell 
us  they  prefer  to  go  along  with  Pool- 
man's  "official"  line.  It's  your  call, 
commissioner.  -W.G.F.  Bi 
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A  MAN'S  GUIDE  to  buying  DIAMONDS 


Buy  the  wrong  STOCK,  you  lose  MONEY. 

Buy  the  wrong  DIAMOND,  you  SLEEP  on  the  couch. 

You  love  her  and  she  loves  you.  But  you  still 
want  to  impress  her.  With  your  gift,  your  good 
taste,  and  your  knowledge  of  diamonds.  But  don't 
forget  that  she  may  know  enough  about  diamonds 
to  recognize  a  great  one,  or  an  average  one,  when 
she  sees  it. 

To  know  diamonds  is  to  how  her.  Find  out  what 
she  has  her  heart  set  on.  Try  browsing  with  her, 
window  shopping,  watching  her  reactions  to  other 
women's  jewelry.  Go  by  body  language,  not  just 
by  what  she  says.  The  simplicity  of  a  diamond 
solitaire  is  irresistible  to  many  women.  This  can 
make  shopping  easier  for  you,  allowing  you  to  focus 
on  the  beauty  of  the  stone.  She  may  find  a  solitaire 
necklace  or  solitaire  ear  studs  beautifully  classic, 
yet  wearable  every  day.  On  the  other  hand,  if  it's 
an  anniversary  you're  celebrating,  there's  nothing 
quite  like  a  Diamond  Anniversary  Band  for  the 
10th  anniversary,  or  an  exceptional  25th 
Anniversary  Diamond. 

Like  people,  no  two  diamonds  arc  alike.  Formed 
in  the  earth  millions  of  years  ago,  diamonds  are 
found  in  the  most  remote  corners  of  the  world. 
De  Beers,  the  world's  largest  diamond  company, 
has  over  100  years'  experience  in  mining  and 
bluing.  They  sort  rough  diamonds  into  over  5,000  grades  before  they  go  on  to  be  cut  and  polished.  So  be  sure  you 
know  what  you're  buying.  Two  diamonds  of  the  same  size  may  vary  widely  in  quality.  And  if  a  price  looks  too  good 
:o  be  true,  it  probably  is.  Maybe  a  jeweler  is  a  man's  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be 
|  ttracted  to  a  jeweler  just  because  of  "bargain  prices."  Find  someone  you  can  tmst.  Ask  questions.  Ask  friends 
pio've  gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently.  You 
vant  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4  Cs.  They  are:  Cut, 
{tot  the  same  as  shape,  but  refers  to  the  way  the  facets,  or  flat  surfaces,  are  angled.  A  better  cut  offers  more  brilliance; 
tiokr,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks,  or  "inclusions,"  the  better;  Carat  weight,  the 
larger  the  diamond,  usually  the  more  rare.  Remember,  the  more  you  know,  the  more  confident  you  can  be  in  buying 
;  diamond  you'll  always  be  proud  of.  Learn  more.  For  the  booklet  "How  to  buy  diamonds  you'll  be  proud  to  give, "  call 
-800-FOREVER,  Dept.  23. 

Compromise  now?  11  'here's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something  that  reflects 
low  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to  mention  as  beautiful  as  that 
otally  perplexing  creature  who  will  wear  it. 

Sponsored  by  the  Diamond  Information  Center 

A  diamond  is  forever. 
De  Beers 


)c Beers  Consolidated  Mines,  Ltd.,  Est.  1888. 


COLLECTORS 


What  price 
teddy  bears? 

Can  you  trust  those  price  guides  when  buying 

or  bargaining  for  art  and  collectibles? 

Not  really,  but  where  else  can  most  people  turn? 


By  Christie  Brown 


m  I*  ilk  -  v 


Leslie  Pina  and  her  son,  Ravi,  hit  pay  dirt  writing  price  guides 

As  indispensable  to  collectors  as  racing  forms  are  to  railbirds. 


Leslie  Pina  collects  something  as 
good  as  gold  but  practically  free  for 
the  asking.  She  collects  prices. 

Pina,  48,  started  off  four  years  ago 
collecting  prices  on  1950s  art  glass 
from  dealers  and  flea  markets  and 
compiled  them  in  a  guide  that  was 
put  out  by  Schiffer  Publishing  in 
1993.  She  isn't  ready  to  give  up  her 


day  job  just  yet,  teaching  interior 
design  at  Ursuline  College  outside  of 
Cleveland.  But  she's  thinking  ahead. 
That  first  guide,  costing  S50,  has  sold 
some  7,500  copies  and  netted  her 
about  $7,500  in  royalties  so  far.  She 
is  looking  forward  to  a  lot  more 
where  that  came  from.  Pina  has  an 
additional  9  collectibles  price  guides 


hitting  the  market  and  is  working  on 
1 1  more. 

Her  son,  Ravi  Pina,  18,  recently 
joined  her,  producing  a  S20  guide  to 
collectible  Cracker  Jack  prizes.  He 
has  sold  more  than  3,000  copies, 
earning  about  51,000  in  royalties. 

Price  guides  are  as  indispensable  to 
collectors  as  racing  forms  are  to  rail- 
birds — and  there  are  a  lot  more  of  the 
former.  The  collectibles  and  decora- 
tive arts  market  is  now  a  $20  billion 
industry.  Most  of  that  money  changes 
hands  at  flea  markets,  antiques  malls 
and  collectibles  meets.  This  crowd 
doesn't  want  scholarly  tomes  full  of 
artspeak.  They  want  prices,  prices, 
prices.  Publishers  and  flea  market 
hounds  are  glad  to  oblige. 

"There  were  fewer  than  60  books 
on  collectibles  40  years  ago;  now  I 
get  about  900  a  year  to  review,"  says 
Terry  Kovel,  who  together  with  her 
husband,  Ralph  Kovel,  has  turned 
their  interest  in  collectibles  into  a 
business  employing  16  people.  They 
write  a  syndicated  column  on  col- 
lectibles that  is  now  carried  in  150 
newspapers,  publish  a  $36-a-year 
newsletter  with  200,000  subscribers 
and  also  churn  out  price  guides  by 
the  score — more  than  70  since  1953. 
One  guide  alone,  Kovels'  Antiques  & 
Collectibles  Price  List,  sells  100,000 
copies  annually  at  SI 5  each.  Now  in 
its  twenty-eighth  edition,  the  900- 
page  tome  lists  over  50,000  objects — 
everything  from  a  Howdy  Doody 
hanky  (S40)  to  a  pair  of  Regency 
armchairs  (S13,000).  It  has  been 
cloned  by  every  major  publisher  in 
the  industry. 

There  are  now  about  6,000  col- 
lectibles books  in  print.  You  name  it, 
it's  out  there:  price  guides  on  arrow- 
heads, Coca-Cola  bottles,  Texaco 
signs,  razor  blades,  McDonald's 
Happy  Meal  toys,  chewing  tobacco 
tin  tags  and  plastic  dinnerware.  There 
are  18  different  guides  on  teddy  bears 
alone  on  the  shelves  at  one  Manhat- 
tan Barnes  &  Noble  store.  "If  some- 
one is.  collecting  it,  someone  else  is 
printing  a  book  on  it,"  says  Richard 
Spears,  president  of  Landmark  Spe- 
cialty Publications  in  Norfolk,  Va., 
which  publishes  eight  trade  maga- 
zines on  collectibles. 

While  many  guides  are  self-pub- 
lished bv  collectors  in  runs  under 
1,000,  others  sell  as  many  as  200,000 


238 


Forbes  ■  September  9,  1996 


copies  annually  and  would  make 
most  bestseller  lists.  You  won't  find 
many  of  these  guides  in  bookstores; 
over  half  are  sold  at  the  antiques 
malls  and  flea  markets — which  are 
where  the  collectors  are.  Antiques 
vendors  buy  the  books  from  publish- 
ers for  40%  off-list,  cash  up  front,  no 
returns.  "It's  been  great  for  cash 
flow,"  drawls  Billy  Schroeder,  presi- 
dent of  Schroeder  Publishing,  which 
claims  annual  sales  of  about  $50  mil- 
lion on  the  350  collectibles  books  it 
prints. 

Guide  sellers  sometimes  run  the 
most  profitable  stalls  at  flea  markets. 
Which  is  why  operators  of  these  malls 
and  markets  often  reserve  those  stalls 
for  themselves.  Take  Jan  Shubert, 
who  opened  an  antiques  mall  in 
Coeur  d'Alene,  Idaho  in  1986.  Her 
mall  has  140  stalls  and  a  single  book- 
store— run  by  Shubert.  Last  year  she 
sold  $50,000  worth  of  price  guides, 
making  her  stall  the  second  most 
profitable  at  the  mall. 

Customers  regularly  get  halfway 
through  the  mall  before  cutting  back 
to  the  bookstore  by  the  front  door  to 
pick  up  a  price  guide.  "It  gives  them 
an  idea  of  how  to  judge  prices,"  says 
Shubert.  "Some  weeks  the  guide- 
books are  all  we  sell." 

Small  wonder  major  publishers 
have  been  charging  into  the  field. 
There's  The  House  of  Collectibles  price 
guides  by  Ballantine  Books.  Avon 
Books  has  The  Confident  Collector 
series.  There  are  the  well-known 
Miller's  and  Lyle  guides,  from  En- 
gland and  Scotland.  Even  Christie's 
and  Sotheby's  are  getting  into  the 
act.  Both  have  recently  introduced  a 
series  of  collectibles  guides.  In  Octo- 
ber Grove's  Dictionaries  is  bringing 
out  the  most  comprehensive  refer- 
ence guide  ever,  which  is  a  hefty  col- 
lectible in  itself.  Titled  The  Dictio- 
nary of  Art,  it  consists  of  34  volumes, 
with  6,700  contributors,  and  has 
entries  for  items  like  textiles,  toys, 
jewelry  and  pottery  alongside  painters 
such  as  Monet  and  van  Gogh. 
Despite  its  $8,800  cost,  Grove  has 
already  presold  2,500  copies  to  col- 
lectors and  museums. 

How  accurate  are  most  guides? 
Alas,  not  very.  Although  some  guides 
use  auction  prices,  most  rely  on  deal- 
ers at  antiques  fairs,  flea  markets  and 
ads  in  trade  magazines.  These  are  not 


prices  actually  paid  for  a  Howdy 
Doody  hanky,  but  the  asking  prices. 
Pros  estimate  that  actual  selling  prices 
can  be  up  to  40%  below  what's  listed 
in  the  guides.  Nor  do  the  guides  list 
the  quality,  condition  or  provenance 
of  items.  "We  only  have  a  line  to 
describe  the  item,"  says  Terry  Kovel, 
who  admits  to  the  guides'  shortcom- 
ings. "We  get  complaints  all  the 
time,"  she  concedes. 

The  truth  is  most  guide  writers 
don't  even  see  all  of  the  items  they 
list.  This  can  make  for  some  very 
confusing  listings.  The  Kovels'  com- 
prehensive guide  has  these  two 


Terry  Kovel.  "We  put  in  various 
prices,  otherwise  everyone  thinks  all 
Empire  sofas  are  $2,200,"  she  adds. 

Despite  these  drawbacks,  even 
experts  consult  the  price  guides,  if 
only  because  so  many  buyers  do.  The 
guides  are,  in  effect,  like  the  widely 
quoted  but  inaccurate  sizes  of 
lumber.  Every  carpenter  knows  that 
your  common  2-by-4-inch  stud  can 
actually  measure  li^  by  3^  inches.  But 
2-by-4  is  the  standard.  Kirk  Igler,  a 
professional  appraiser  with  the 
Appraisers  Association  of  America  in 
New  York,  recently  had  to  use  a  price 
guide  to  appraise  a  collection  of 


Guide  writer  Joyce  Losonsky  focuses  on  McDonald's  Happy  Meal  toys 
Sellers  of  guides  often  run  the  hottest  stalls  at  flea  markets. 


entries:  "Sofa,  Empire,  mahogany, 
scrolled  arm,  claw,  ball  feet,  uphol- 
stered, 19th  century.  $2,200."  Right 
below  it  is:  "Sofa,  Empire,  scrolled 
arms,  carved  feet,  mahogany,  95 
inches.  $550."  Why  the  difference  in 
price?  "It's  probably  the  quality  of 
the  carving  and  condition,"  says 


Hummel  figurines  for  tax  purposes. 
There  were  no  auction  figures  to  be 
had.  "The  guides  can  manipulate 
prices,  but  there  were  no  other  prices 
out  there  to  go  by,"  he  sighs. 

Moral:  Guides  are  just  that,  guides. 
Smart  buyers  also  inspect,  compare 
and  bargain.  Hi 
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Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


Ft. 


EDITED  DY  DERO  A.  SAUNDERS 


Illinois  ex- 
Governor  Frank 
Lowden  watches 
farmworkers 
load  a  bumper 
alfalfa  crop 
on  his  farm. 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Sept.  15,  1926) 
"Despite  reports  from  many  cities 
showing  an  11%  drop  in  building  dur- 
ing July  from  the  same  month  of  a 
year  ago,  figures  for  the  first  weeks  of 
September  fail  to  show  any  sign  of  the 
long-predicted  break  in  this  industry. 
As  a  matter  of  fact  the  increase  was  so 
marked  in  the  West  and  some  other 
sections  that  a  shortage  of  labor  has 
developed." 

"The  trouble  with  New  England  cot- 
ton mills,  and  for  that  matter  all  textile 
plants,  is  that  they  paid  out  too  much 
in  dividends  when  they  were  making 
money  and  put  too  little  back  into  the 
property,  leaving  antiquated  mills." 

-New  England  mill  owner 

60  years  ago 

(From  the  issue  of  Sept.  15, 1936) 
"Lusty  vacation  season  heads  for  last 
roundup  as  Labor  Day  finds  citizens 
jamming  resorts,  giving  them  biggest 
Labor  Day  business  in  years  despite  late- 
ness of  1936  holiday.  New  York  Central, 
Pennsylvania,  run  300  extra  trains  out 
of  and  into  New  York  City  alone." 


"Announcing  its  new  models  on 
Sept.  5,  Packard  opened  the  1937 
announcement  parade  with  the  intro- 


International's  nifty  1936 
cab-over-engine  truck  cost  just  $695. 


duction  of  a  six-cylinder  line  priced 
considerably  under  $1,000.  Rumors 
of  this  new  line  have  been  rife  ever 
since  Packard  began  carrying  out  a  $5 
million  plant-revision  program  some 
months  ago." 

50  years  ago 

(From  the  issue  of  Sept.  15,  1946) 
"I've  never  known  any  human 
being,  high  or  humble,  who  ever 
regretted,  when  nearing  life's  end, 
having  done  kindly  deeds.  But  I  have 
known  more  than  one  millionaire 
who  became  haunted  by  the  realiza- 
tion that  they  had  led  selfish  lives." 

-B.C.  Forbes 

"Beech  Aircraft  is  inundated  with 
orders  for  its  new  Bonanza  four- 
place  executive  airplane  and  its  larger 
twin-engine  model.  Cessna  is  shuck- 
ing out  a  plane  every  18  minutes,  or 

24  planes  in  an  8-hour  day,  and  is 
also  coming  out  with  a  new  model. 
Its  lobby  is  full  of  distributors  wait- 
ing to  get  their  planes  to  fly  home." 

25  years  ago 

(From  the  issue  of  Sept.  15,  1971) 
"Allout  cost- cutting  is  the  order  of 
the  day  at  Guinness'  St.  James  Gate 
Brewery  in  Dublin.  In  an  effort  to 
stave  off  red  ink,  the  work  force  of 
Dublin's  largest  employer  is  being 
reduced  by  40%.  But  perhaps  the 
most  drastic  move,  at  least  in  the 
eyes  of  Guinness  workers,  is  that  the 
taps  from  which  they  have  daily 
helped  themselves  to  the  company's 
stout  are  to  be  turned  off." 

"The  conventional  wisdom  about 
President  Nixon's  forthcoming  trip 
to  the  People's  Republic  of  China  is: 
It's  a  move  for  world  peace  but  won't 


mean  much  for  trade,  not  for  m; 
years.  The  conventional  wisdom  may 
well  be  dead  wrong,  at  least  the  sec- 
ond part  of  it.  Some  very  smart  peo- 
ple are  convinced  that  Communist 
China  wants  huge  numbers  of 
American  commercial  airplanes." 

"Don't  underestimate  the  Japanese 
automakers  or  overestimate  the 
potency  of  President  Nixon's  pro- 
Detroit  policy.  Right  now  the 
Japanese  are  selling  more  cars  in 
Southern  California  than  either  Ford 
or  Chevrolet.  The  biggest-selling 
U.S.  car  in  the  six-county  Los 
Angeles  marketing  area  is  the  Ford. 
In  June,  the  last  month  for  which 
hard  figures  are  available,  4,301 
Fords  were  sold  there,  giving  the 
company  a  market  share  of  17.47%. 
In  that  same  month  4,299  Toyota, 
Datsun,  Honda  and  Colt  (distrib- 
uted by  Chrysler)  cars  were  sold, 
only  2  less,  giving  the  Japanese  the 
same  market  share." 


10  years  ago 

(From  the  issue  of  Sept.  8,  1986) 
"In  the  market  for  a  mutual  fund? 
There's  Fidelity  Magellan,  which  has 
$7  billion  in  assets.  And  then  there's 
Mairs  &  Power  Income  Fund,  which 
has  but  $5  million  in  assets  and  201 
shareholders.  These  are  but  2  of  the 
1,339  funds  listed  in  Forbes'  1986 
Mutual  Funds  Survey.  Which  to 
choose?  We  suggest  you  base  your 
decision  on  consistency  of  perfor- 
mance. Not  on  how  well  a  fund  did 
in  the  last  quarter  or  the  last  year,  but 
on  how  consistent  its  performance  is 
under  differing  circumstances."  Hi 
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financial  writer 
ight  ridicule 
nselfby  stating 
that  a  certain  company 
had  nothing  to  commend  it 
except  excellent  earnings. 
Well,  there  are  companies 
whose  earnings  are  excellent 
but  whose  stocks  I  would 
never  recommend.  In 
selecting  investments,  I 
attach  prime  importance  to 
the  men  behind  them.  Vd 
rather  buy  brains  and 
character  than  earnings. 
Earnings  can  be  good  one  year 
and  poor  the  next.  But  if 
you  put  your  money  into 
securities  run  by  men 
combining  conspicuous  brains 
and  unimpeachable  character, 
the  likelihood  is  that  the 
financial  results  will 
prove  satisfactory. 

-B.C.  Forbes 


Justice!  Custodian  of  the 
world!  But  since  the  world 
errs,  justice  must  be  custodian 
of  the  world's  errors. 
-Ugo  Betti 


A  Text  .  .  . 

Brethren,  be  not 
children  in  under- 
standing: howbeit 
in  malice  be  ye 
children,  but  in 
understanding  be  men. 
-I  Corinthians  14:20 


Sent  in  by  Sang  I.  Kang, 
Santa  Rosa,  Calif. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Justice  is  a  faculty  that  may  be 
developed.  This  development 
is  what  constitutes  the  edu- 
cation of  the  human  race. 
-P.J.  Proudhon 


Justice:  a  commodity  which 
in  a  more  or  less  adulter- 
ated condition  the  State 
sells  to  the  citizen  as  a 
reward  for  his  allegiance, 
taxes  and  personal  service. 
-Ambrose  Bierce 

Injustice  is  relatively  easy  to 
bear;  what  stings  is  justice. 
-H.L.  Mencken 

If  you  study  the  history 
and  records  of  the  world, 
you  must  admit  that  the 
source  of  justice  was  the 
fear  of  injustice. 
-Horace 

Justice  consists  in  doing 
no  injury  to  men;  decency 
in  giving  them  no  offence. 
-Cicero 

The  rain  falls  upon  the  just 
and  the  unjust  alike;  a  thing 
which  would  not  happen  if  I 
were  superintending  the 
rain's  affairs.  No,  I  would 
rain  softly  and  sweetly  on 
the  just,  but  if  I  caught  a 
sample  of  the  unjust  outdoors 
I  would  drown  him. 
-Mark  Twain 


There  is  no  such  thing  as 
justice  in  the  abstract; 
it  is  merely  a  compact 
between  men. 

-Epicurus 

Justice  is  conscience,  not 
a  personal  conscience  but 
a  conscience  of  the  whole 
of  humanity.  Those  who 
clearly  recognize  the  voice 
of  their  own  conscience 
usually  recognize  also  the 
voice  of  justice. 
-Alexander  Solzhenitsyn 

The  victim  of  too  severe  a 
law  is  considered  a  martyr, 
rather  than  a  criminal. 

-Charles  Caleb  Colton 


Every  man  loves  justice  at 
another  man's  expense. 

-Anonymous 

There's  no  surer  justice 
in  the  world  than  that 
which  makes  the  rich  thief 
hang  the  poor  one. 
-Peire  Cardenal 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2.000  quotes  is  now  available  for  only  $19.95,  for 
Windows  31/:"  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1^800-234-4553  and  charge  to  your  credit  card. 


It  is  better  to  risk  saving 
a  guilty  man  than  to 
condemn  an  innocent  one. 

-Voltaire 

Somehow,  our  sense  of  justice 
never  turns  in  its  sleep  till 
long  after  the  sense  of 
injustice  in  others  has  been 
thoroughly  aroused. 
-Max  Beerbohm 

Justice  is  always  violent  to 
the  party  offending,  for  each 
man  is  innocent  in  his  own  eyes. 
—Daniel  Defoe 

If  we  do  not  maintain  justice, 
justice  will  not  maintain  us. 

-Fr\ncis  Bacon 
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T 

Xhe 


he  Ralph  Lauren 
Purple  Label  suit  has 
all  the  integrity  of 
old-world  craftsman- 
ship. Made  mostly  by 
hand,  each  piece  is  con- 
structed individually  so 
that  it  molds  to  the  body 
with  strong  shoulders,  a 
naiTow  torso  and  chis- 
elled waist,  creating  a 
powerful  elegance. 
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156  Retread  rock  '96 

Aging  rockers  are  back. 
By  Robert  La  Franco 

164  The  Top  40: 

Our  annual  list  of  the 
big-money  entertainers. 

By  Robert  La  Franco 

180  Prince  speaks 

The  pop  singer  tells  of 
his  plans  for  life  after 
Warner  Bros. 

By  Joshua  Levine 

182  Comedy  cash-in 

It's  a  lucrative  time  to 
be  funny. 

By  Robert  La  Franco 
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Maverick  Records. 
By  Robert  La  Franco 

108  Is  the  Internet 
overhyped? 

No,  says  one  of  the  lead- 
ing figures  in  American 
technology.  It  will  keep 
the  personal  computer 
boom  going  indefinitely. 
By  Andrew  S.  Grove 
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42  Sun  Microsystems 

Sun's  Scott  McNealy  has 
committed  his  company 
entirely  to  a  non- 
Microsoft  standard.  Is  this 
smart?  Or  just  stubborn? 
By  Zina  Moukheiber 

44  Black  &  Decker 

In  the  past  few  years  Black 
&  Decker  seems  to  have 
made  a  spectacular  turn- 
around. But  there's  a 
darker  side  to  the  picture. 
By  Matthew  Schifrin 

52  SKF 

A  proud  old  European 
company  on  the  move. 
By  Howard  Banks 

60  Inexperience  pays 

A  quick  study  in  how  not 
to  run  a  restaurant  chain. 

By  Seth  Lubove 
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Term  insurance  rates  for 
healthy  people  are  falling. 
But  what's  healthy? 

By  Carolyn  T.  Geer 


42  Sun  Microsystems 

"We  like  the  fact  that 
we  own  our  intellec- 
tual property;  we  own 
our  microprocessors 
and  our  operating 
system." 


78  Quaker  State 

A  veteran  of  the  grocery 
wars  seeks  a  turnaround. 

By  R.  Lee  Sullivan 
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Leading  the  Korean  auto 
industry's  bid  to  market  6 
million  vehicles  per  year. 
By  Neil  Weinberg 

98  Taxing  Matters 
No  more  sweet  deals 

If  you  sit  on  any  nonprof- 
it boards,  read  this  article. 

By  Laura  Saunders 
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Wanted:  opinionated 
pains  in  the  butt 

Is  the  kid  glued  to  the 
computer  playing  elec- 
tronic games?  He's  proba- 
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By  Damon  Darlin 
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Morningstar  ratings  are  on  an  overall  basis  and  are  as  of  6/30/96  They  are  awarded  to  non-money  market  funds  with  at  least  3  years  of  performance.  Of  the  51  Federated  fund: 
classes  eligible  for  ratings,  3  received  5  stars,  16  received  4  stars,  and  26  received  3  stars.  •  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance.  They  are 
ject  to  change  every  month.  Past  performance  is  no  guarantee  of  future  results.  Ratings  are  calculated  from  the  funds'  3-,  5-  and  10-year  average  annual  returns  in  excess  of  I 
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FEDERATED 

MUTUAL  FUNDS  BUILT 
STAND  THE  TEST  OF  TIME. 


41 

Our  yea rs  of 
experience  managing  money. 

88 

The  percent  of  our 
rated  funds  that  receive 
3,  4  or  5  stars  from  Morningstar. 

13 

The  years  of  experience 
our  fund  managers  average. 


With  nearly  $90  billion  in  assets,  and  service 
rated  #1  by  DALBAR,  Federated  can  help  you  build 
long-lasting  portfolios.  Call  your  financial  advisor 

or  1-800-341-7400  to  be  put  in  touch  with  a 
financial  advisor  near  you.  You  will  receive  more 
complete  information,  including  a  prospectus,  which 
you  should  read  carefully  before  investing. 

Federated  Q  Investors 


Since  1955 


returns  with  appropriate  fee  adjustments,  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  Ten  percent  of  funds  in  a  rating  universe  receive  5 
5%  receive  4  stars,  and  35%  receive  3  stars.  •  Federated  Investors  was  ranked  #1  by  registered  representatives  for  overall  marketing  support  in  the  1995  DALBAR  Broker/Dealer 
•  Federated  Securities  Corp.,  Distributor 
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On  the  menu 

There's  lots  in  this  issue  I'm  proud  of,  but  there  are  a  few  arti- 
cles I  would  especially  recommend. 

Andrew  Tanzer  visited  a  small  city  in  China  for  a  closeup  on  that 
giant  country's  unstoppable  transformation  to  private  enterprise. 
You've  heard  about  Chinese  pragmatism.  Tanzer  shows  it  in  action. 
It  is  a  story  of  hundreds  of  small,  vigorously  managed  enterprises 
in  ill-defined  legal  status  but  for  practical  purposes  functioning  as 
private  companies.  Under  whatever  label,  these  outfits  are  the 
dynamo  for  China's  astounding  growth  (p.  90). 

Beginning  on  page  108,  Intel  Chief  Executive  Andy  Grove  pre- 
dicts the  Internet  is  going  to  grab  business  from  the  existing  mass 
media — TV,  radio,  magazines,  newspapers — and  explains  why  the 
computer  will  replace  the  TV  set  as  the  consumer's  chief  source  of 
information  and  entertainment.  Computer  boom?  You  haven't 
seen  anything  yet. The  article  is  excerpted  from  Grove's  new  book, 
Only  the  Paranoid  Survive. 

Also  from  Silicon  Valley,  Zina  Moukheiber  talks  with  Sun 
Microsystems'  Scott  McNealy,  who  explains  his  Microsoft-bashing 
approach  to  servers  (p.  42).  Nikhil  Hutheesing  tells  about  a  couple 
of  young  people  whose  startup  software  company  (p.  214)  is  help- 
ing solve  a  vexing  business  problem:  making  sure  that  if  a  customer 
talks  to  one  of  your  people  on  Tuesday  and  another  on  Wednes- 
day, she  won't  have  to  explain  her  prob- 
lem all  over  again. 

Although  Rob  La  Franco's  cover  story 
(p.  156)  is  about  entertainment's  big- 
money  stars,  it's  also  about  technology. 
As  La  Franco  explains,  technology 
enables  a  popular  entertainer  in  the  mid- 
1990s  to  earn  three  or  four  times  as 
much  as  he  could  in  the  mid-1980s. 

Warren  Buffett  has  always  been  gen- 
erous in  acknowledging  his  intellectual 
debt  to  two  men:  Benjamin  Graham  and 
Philip  Fisher.  In  a  telephone  conversa- 
tion Buffett  told  me  he  owes  to  Graham 
the  bedrock  of  his  philosophy — that 
buying  a  stock  should  be  no  different 
from  buying  a  piece  of  a  business — but 
that  he  has  discarded  a  lot  of  what  i^^H 
Graham  taught,  for  example,  central 

value  theory.  Buffett  says  he  remains  "overwhelmingly  in  sync" — 
his  words — with  Fisher's  principles.  Phil  Fisher,  still  actively  man- 
aging money  at  89,  talks  to  Forbes  about  his  time-tested  invest- 
ment philosophy  (p.  222). 

Did  Chief  Executive  Nolan  Archibald  deserve  the  nearly  $50 
million  in  stock  options  granted  him  by  Black  &  Decker's  board? 
Make  up  your  own  mind  after  reading  "Cut-and-build  Archibald," 
Matt  Schifrin's  account  of  a  turnaround  with  a  dark  side  (p.  44). 


Rob  La  Franco:  Hollywood 
cashes  in  on  technology. 


Editor 
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e.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds 

things  go  into  a  rice  bowl.  But  one  item  is  really 

prising:  nickel.   Let  us  explain.  For  years,  stainless 

el  has  been  an  ingredient  of  cutlery 

1  cookery  in  North  America, 

:ause  it  doesn't  trans- 
food's  taste  or  / 

>r.  Now,  for  the 

ne  reason, 

being  used 

make  rice 

vis  and  chop- 

:ks  in  Asia. 

lich  is  appetizing 

tfs  for  the  investor. 

;ause  Inco  makes  the  nickel 

t  makes  the  stainless 

|1.  And  rice  bowls  aren't 
only  thing  we  bring  to 


the  table.  Inco  nickel 


and  cars  than  any  other  nickel  producer.  (China  alone 
manufactures  40  million  bikes  a  year.)  We're  also 
a  popular  item  on  the  menu  of  Asia's  architects, 
construction  engineers  and  railway 
manufacturers.  As  well,  our 
nickel  alloys  are  in 
increasing  demand 
for  a  number 
of  high-tech 
applications, 
from  personal 
computers  and 
televisions  to 
chip  boards.  And 
our  presence  in  Asia  is 
no  recent  development.  In  fact, 
we've  been  there  for  years,  nurturing  the 
local  relationships  so  crucial  to  stable,  long  term  growth 
in  Asia.  So,  what's  in  the  rice  bowl  for  you?  If 
you're  an  investor,  plenty.  For  your  copy  of  Inco's 
1995  Annual  Report,  or  for  a  free  video  further 
detailing  our  current  activities  throughout  Asia, 


is  playing  a  key  role  in  many  of  Asia's       please  call  us  today  toll-free  at  1-800-361-INCO. 


Dming  industries.  For  instance,  we  make  more 
ns  of  nickel  for  the  plating  of  bicycles,  motorcycles 
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Nix  the  jinx 

Did  we  jinx  Hewlett-Packard  when 
we  picked  it  as  Performer  of  the  Year 
for  1995?  Given  its  record,  we  fig- 
ured HP  was  jinx-proof  (Jan.  1).  But 
what's  this?  In  July  Chief  Executive 
Lewis  Piatt  warned  investors  that  a 
slowdown  was  developing  in  orders 
for  many  of  hp's  product  lines, 
including  printers,  semiconductor 
testing  equipment  and  PCs.  A  month 
later  the  Palo  Alto,  Calif,  technology 
giant  reported  a  disappointing  26% 
slide  in  third-quarter  earnings,  the 


first  slide  in  15  quarters.  By  the  end 
of  August  hp's  stock  was  off  22% 
from  its  record  May  high  of  56% 
(split-adjusted). 

However,  no  jinx.  Even  after  the 
disappointments,  HP  stock  remains 
slightly  above  the  price  it  sold  at 
when  we  selected  it  as  company  of 
the  year.  Much  of  the  earnings 
decline  was  from  a  $135  million 
pretax  charge  to  close  a  moneylosing 
disk-drive  parts  plant  in  Colorado. 
Analysts  are  still  predicting  a  full-year 
earnings  gain  of  8%  or  so,  to  $2.50  a 
share.  As  investment  guru  Philip 


Fisher  points  out  (see  p.  222),  smart 
investors  don't  dump  a  great  stock 
because  of  a  disappointing  quarter. 

-Bruce  Upbin 


Swan  song? 

Jerold  Rubinstein's  plans  to  create 
the  HBO  of  radio  sounded  good  to  us 
four  years  ago.  We  figured  music 
junkies  would  jump  at  the  chance  to 
get  30  channels  of  ad-free,  DJ-less 
tunes  piped  into  their  homes.  By 
squeezing  audio  signals  between 
cable  channels,  Digital  Music 
Express  was  offering  everything  from 
Big  Band  to  opera  to  the  blues  {Mar. 
30,  1992). 

But  it  hasn't  been  the  moon  shot 
we  thought  it  could  be.  DMX'S  stock 
has  steadily  slid  from  its  high  of 
about  9%  in  1992  to  a  recent  1%.  In 
May  the  company  was  delisted  from 
the  Nasdaq  National  Market  and 
demoted  to  Small-Cap  status.  Since 
dmx's  hoopla-laden  launch  in  1991, 
the  company  has  racked  up  more 
than  $100  million  in  losses  without 
making  a  penny  of  profit. 

Only  350,000  residential  sub- 
scribers have  signed  on.  Penetration, 
Chief  Executive  Rubinstein  admits, 
has  been  slow.  He  attributes  the 
company's  woes  to  its  moneylosing 
European  arm.  DMX  will  either  find  a 
financing  partner  for  overseas  or  dis- 
continue there,  says  Rubinstein. 

One  upbeat  note:  John  Malone's 
Tele-Communications,  Inc.  recently 
raised  its  stake  in  DMX  to  a  control- 
ling 45%,  in  part  by  buying  shares 
owned  by  gambling  magnate  Steve 
Wynn.  The  cable  giant  is  said  to  be 
scrutinizing  everything — including 


DMX  cable  radio 
studios 

Controlling  stock- 
holder Tele- 
Communications 
Inc.  is  scrutinizing 
everything-includ- 
ing  the  perfor- 
mance of  Chief 
Executive  Jerold 
Rubinstein-in 
hopes  of  a  turn- 
around. 
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Too  many  steps  in  your  purchasing  process 
can  put  profits  out  of  reach. 

Keeping  a  step  ahead  of  the  competition  these  days  is  an  uphill  climb. 
Especially  if  a  mountain  of  procedures  and  paper  in  your  supply  chain  keeps  your 
product  from  reaching  the  marketplace. ..and  leads  to  slow  bidding  and  ordering, 
poor  supplier  relationships  and  tumbling  productivity.  Let  GE  Information 
Services  show  you  how  our  Business  Productivity  SolutionsSlV1  can  keep  your 
purchasing  process  on  the  rise. 

GE  Information  Services  can  help  you  use  the  Internet  to  electronically 
identify  and  evaluate  suppliers  around  the  world;  send  specs,  RFQs  and  bid 
receipts;  eliminate  paper;  and  cut  order  cycles  from  weeks  to  days,  or  days  to 
hours.  We  reduced  the  bidding  process  for  a  global  manufacturer  from  10  days  to 
two.  And  we  helped  a  major  retailer  analyze  inventory  and  sales  data  in  near  real 
time  to  achieve  a  98  percent  in-stock  position.  Your  suppliers  will  appreciate  the 
cost  and  time  savings  they  get  from  GE  Information  Services,  too,  as  they  download 
information  directly  to  their  desktop  computer  and  have  24-hour  access  to  it. 

With  a  local  presence  in  42  countries  and  more  than  40,000  global  trading 
partners,  GE  Information  Services  can  give  you  the  business  solutions  you  need 
to  take  your  company  to  new  heights. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Services 


1-800-560-GEIS  http://www.geis.com 


jilEAI. 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
*Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
*960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  ^Monitors  *Camera  Switchers 

*Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


800-396-CCTV 


r.  rowe  price  health  sciences  fund: 

A  DYNAMIC  APPROACH 
TO  LONG-TERM  GROWTH 


T.  Rowe  Price  Health  Sciences  Fund  seeks  to  take  advantage  of  the 
dynamic  changes  now  shaping  the  health  sciences  field.  Baby  boomers 
are  aging,  and  their  demand  for  health-related  goods  and  services  will 
increase.  Technological  advances  are  reshaping  medical  treatment  and 
inspiring  new  research.  The  future  holds  promise  of  further  important 
developments,  offering  opportunities  for  investors  seeking  aggressive 
long-term  growth. 

The  fund  invests  across  a  wide  range  of  products,  services,  and 
industries  in  the  health  sciences  field — from  pharmaceuticals  and 
biotechnology  to  nursing  homes  and  agriculture — to  take  advantage 
of  these  exciting  opportunities. 

The  risks  of  investing  in  this  field  are  commensurate  with  the  rewards. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8318 


Invest  With  Confidence 

T.RoweRice 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  vou  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc,  Distributor.  HSF032203 


Rubinstein — in  the  hopes  of  a  turn- 
around. But  don't  expect  the  stock  to 
blast  off  anytime  soon. 

-Michelle  Conlin 


Keystone  cops 


Three  years  ago  Forbes  blew  the  lid 
off  a  billion -dollar  grocery  scam  by  a 
Miami  outfit  called  Premium  Sales 
(May  10,  1993).  Within  a  month  of 
our  story,  Premium  Sales  collapsed  as 
one  of  the  biggest  frauds  in  the 
nation's  history,  bilking  hundreds  of 
millions  from  wealthy  investors. 

Late  last  month,  after  more  than 
three  years  on  the  case,  the  U.S. 
Attorney's  office  in  Miami  finally  filed 
a  169-count  criminal  indictment 
charging  fraud  and  money  laundering 
against  36  people  involved  with  Pre- 
mium, including  alleged  masterminds 
Ken  Thenen  and  Dan  Morris,  who 
could  face  life  imprisonment. 

It's  hard  to  decide  whether  the 
story  is  tragedy  or  farce.  After  remov- 
ing experienced  receiver  Thomas  Tew, 
the  judge  waited  almost  two  weeks  to 
freeze  the  assets  of  many  of  Premi- 
um's sleazy  principals,  giving  them 
ample  time  to  squirrel  away  funds. 
Then,  in  the  middle  of  the  criminal 
investigation,  the  lead  prosecutor  left 
to  take  another  job.  Now,  after  three 
long  years  of  investigating — while  Pre- 
mium's scamsters  were  living  lavishly 
in  Florida  and  California — the  indict- 
ment reveals  little  new  about  the  mas- 
sive fraud. 

In  a  second  story  (Aug.  2,  1993), 
Forbes  uncovered  evidence  Premium 
might  be  laundering  money  for  more 
sinister  figures,  possibly  tied  to  the 
Latin  American  drug  cartels.  But 
apparently  the  FBI  and  the  U.S.  Attor- 
ney couldn't  build  a  case.  They  also 
couldn't  figure  out  where  all  the 
money  went. 

The  numbers  just  don't  add  up. 
Apparently  some  $4  billion  was  either 
invested  in  or  reinvested  in  Premium, 
and  the  court  documents  disclose  that 
at  least  $525  million  was  paid  back  to 
investors  in  the  pyramid  scheme.  But 
only  $120  million  has  been  recovered 
and  investors  are  claiming  losses  of 
only  $265  million.  The  whole  messy 
case  is  a  sad  commentary  on  the  effi- 
ciency and  competence  of  Janet 
Reno's  bloated  Justice  Department. 

-Matthew  Schifrin  ■ 
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If  this  satellite  deal  won't  get  you 
off  the  couch,  check  your  pulse. 


Been  thinking  about  satellite  TV?  Come  to  RadioShack.  Now  for  as 
own  an  RCA®-brand  DSS  system  with  programming.  Up  to  200  cha 
Or  subscribe  to  PR  I  ME  STAR®,  with  equipment  and  program- 
ming, also  for  as  little  as  a  buck  a  day.  You  can  have  up  to 
95  channels  with  no  equipment  to  buy.  If  access  to 
tons  of  movies,  pay-per-view,  music  and  sports  with  digital 
picture  and  sound  gets  your  heart  racing,  come  on  in. 
For  a  store  near  you,  call  1-800-THE  SHACKSM. 

Safe-brand  system  and  programming  sold  separately  PRIMESTAR  system  and  programming  included  in  monthly  payments.  Price  and  equipment  may  vary 
nstallation  cost  not  included  Some  restrictions  apply  Broadcast  networks  are  only  available  to  customers  in  those  limited  areas  not  served  by  local 
affiliates  Blackout  and  other  restrictions  may  apply. 


little  as  a  dollar  a  day,  you  can 
nnels  on  USSB®  and  DIRECTV®. 


RadioShack 

YouVe  got  questions. 
We've  got  answers.® 


Messy  divorces  among 
prominent  people  keep  gossip 
columnists  in  material,  and  who 
doesn't  get  a  little  satisfaction 
out  of  the  vicissitudes  of  the 
rich  and  powerful?  However, 
these  days  the  ramifications 
often  spill  over  to  the  financial 
pages — what  with  community 
property  laws.  Moral:  It's 
getting  harder  to  keep  your 
private  life  and  your  business 
life  separate.  Herewith, 
Informer  offers  two  caution- 
ary tales: 

Trip  trips... 

The  ever  flamboyant  Trip 
Hawkins  founded  Electronic  Arts, 
the  electronic  software  publisher. 
He  went  on  to  start  the  3DO 
Company — a  venture  he  thought 
up  to  design  and  manufacture  a 
hot  new  videogame  that  would 
leapfrog  competitors  Nintendo 
and  Sega. 

Very  much  his  helpmate  on  this 
colorful  journey  was  his  elegant 
auburn-haired  wife,  Diana,  a 
Harvard  Ph.D. 

The  couple  raised  $48  million 
for  3DO  in  an  initial  public  offer- 
ing in  1993 — valuing  the  compa- 
ny at  $375  million — this  about  six 
months  before  any  hardware  hit 
the  shelves.  Remarkable,  in  light 
of  the  company's  current  stand- 
ing in  the  investment 

community. 

At  39,  Trip  was 
5#     rich.  To  boot:  The 
iO^A\     brainy  entrepre- 
i-  N*>^r  •    neur  was  named 


in  1995  as  one 
of  People  mag- 
azine's most 
r*  "i — '      beautiful  people 
\J  in  the  world. 

Then  business 
soured.  Trip  and 
Diana  split  earlier  this  year,  we 
are  told,  around  February. 

But  what  about  all  of  his  back- 
ers, investors,  friends  and  the  like 
who  had  signed  on  not  just  to 
3DO,  but  possibly  to  the  team  of 
Trip  and  his  wife?  Earlier  this 
summer  the  entrepreneur-turned- 
scribe  sent  a  gushy  letter  to  some 
close  friends.  In  it  he  explains 


how  he  found  true  love  and  inner 
peace  with  a  woman  rumored  to 
be  his  personal  trainer.  If  he 
hoped  to  get  sympathy  the  letter 
backfired.  "This  did  nothing  for 
Trip's  burgeoning  reputation  as 
impetuous,"  says  Timothy  Bajarin, 
an  analyst  at  San  Jose,  Calif  -based 
Creative  Strategies.  Since  Trip's 
troubles  this  spring,  the  stock  has 
fallen  to  just  above  $8. 

Catherine's 
casualty 

In  1983  Thomas  Casey  came  on 
as  chief  executive  officer  of  Audre 
Recognition  Systems,  a  San 
Diego-based  image-scanning 
software  startup.  Two  years  later 
his  wife,  Catherine,  filed  for 
divorce.  In  the  settlement,  she 
was  offered  both  cash  and  stock  in 
the  public  company.  The  stock 
not  being  worth  much,  she  chose 
to  go  with  a  cash-heavy 
settlement. 

But  eight  years  later  her  ex-hus- 
band's company  was  thriving — its 
sales  almost  tripling  between 
1992  and  1993,  to  $2.38  million, 
and  its  future  bright.  Catherine 
Casey  sued  again,  naming  Audre 
Recognition  Systems  as 
codefendant. 

The  Orange  County  Superior 
Court  judge  assigned  to  the  case 
held  for  Catherine  and,  last  Sep- 
tember, awarded  her  more  than 
$11  million  and  2  million  shares 
worth  of  Audre  stock. 

Although  Tom  Casey  complains 
that  the  judge  failed  to  recognize 
the  difference  between  a  public 
and  a  private  company,  the  com- 
pany now  needed  to  put  up  an 
$18  million  bond — one-and-a-half 
times  the  estimated  value  of  the 
judgment  as  mandated  by  Califor- 
nia law — in  order  to  stop  Cather- 
ine from  collecting.  That  was 
more  than  the  company  could 
come  .up  with. 

A  few  days  after  the  decision, 
Audre  filed  for  bankruptcy — in 
large  part  to  dodge  the  settle- 
ment. And  in  January  Casey  was 
removed  as  chief  executive.  Audre 
has  been  trying  to  reorganize 
under  Chapter  1 1  for  nearly  a 
year.  M 


Forbes  ■  September  23,  1996 


March  5  LA.  Marathon 


March  26  Disney  5K 


May  7  Spokane  12K 


May  29  Boulder  1QK 


IT'S 

ABOUT  BEING 
IN 

THE  RIGHT 

PLACE 

AT  THE 
RIGHT 


TIME. 


October  15  Detroit  Marathon 


December  10  Honolulu  Marathon 


January  13  L.A.  10K 


March  31  Carlsbad  5000 


June  24 

Toronto  Track  Qualifier 


April  15  Boston  Marathon 


Among  the  most  important  qualities 
of  any  airline  are  that  it  goes  where 
you  want  to  go...  when  you  want  to 
go.  As  Distance  Champion  Chair 
Racer  DeAnna  Sodoma  says: 
If  I  don 't  get  to  the  starting  line, 
I  don 't  get  to  the  finish  line. 
DeAnna  got  to  a  lot  of  finish  lines 
this  year.  Because  Northwest 
Airlines  got  her  to  a  lot  of  starting 
lines—across  America  and  around 
the  world. 

From  convenient  hubs  in  Detroit, 
Memphis,  Minneapolis/St.  Paul  and 
Tokyo,  Northwest  takes  off  more 
than  1,700  times  a  day  to  more  than 
240  destinations  in  North  America, 
Europe  and  Asia. 

So,  wherever  you  go  for  business 
or  pleasure,  Northwest  is  likely  to 
be  going  there,  too.  Ask  your  travel 
agent  to  book  you  on  a  convenient 
Northwest  Airlines  flight~or  call 
us  directly  at  1-800-225-2525. 


©NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fl)T 


11996  Northwest  Airlines  Inc. 

Orthwest  recycles  enough  paper  products  in  one  year  to  save  6,400,000  kilowatts  of  energy. 


800«225«2525 


readers@forbes.com 


Hog  traders 


Sir:  Re  "One  day  soon  the  music's 
going  to  stop"  (July  29).  Shortly  after 
news  on  the  SEC  settlement  of  the 
spread  problem  and  other  issues 
involving  Nasdaq  appeared,  the  point 
spread  of  Bridgeport  Machines  shares 
decreased  to  half  a  point.  But  the  past 
couple  of  days  the  point  spread  was  2, 
w  ith  the  bid  being  13  and  the  asking 
price  15. 

The  Nasdaq  member  firms  making 
a  market  in  Bridgeport  Machines  are 
not  just  pigs,  they  are  outright  hogs. 
-Russell  Maik 
Wichita,  Kans. 

Character  counts 

Sir:  Re  "Caged  eagles"  (July  1).  I  am 
negotiating  with  Parker  Drilling  for 
rigs  in  South  America.  I  take  the 
opposite  point  of  view  with  respect  to 
the  negative  personality-  profile  you 
project  for  Parker  Drilling  Co.  and 
the  leadership  of  the  Parker  family. 
Bob  Parker  Sr.  is  one  of  the  few  busi- 
nessmen I  know  personally  who  is 
genuinely  concerned  about  the  wel- 
fare of  his  family,  his  company,  his 
customers  and  his  country-  Parker 
Drilling   is   building  relationships 
which  will  assure  customer  satisfac- 
tion and  loyalty,  which  in  turn  should 
result  in  long-term  growth. 
-Hayne  S.  Blakely 
Vice  President,  Operations 
Quintan  a  Minerals  Corp. 
Houston,  Tex. 


Medical  rush 

Sir:  "Don't  let  them  rush  you  into  an 
hmo"  (July  15)  certainly  missed  the 
mark.  The  generalization  that  man- 
aged care  is  more  expensive  and  less 
effective  than  indemnity  insurance 
couldn't  be  more  off-base.  The  bene- 


fits your  story  dismissed  as  luxuries — 
including  mammograms,  routine 
physicals,  immunizations  and 
smoking  cessation  classes — are 
key  motivators  that  lead 
employers  and  employees 
^  alike  to  choose  managed 
care.  Satisfaction  surveys 
reveal  that  the  150  million 
Americans  enrolled  in  HMOs, 
PPOs  and  other  managed  care 
plans  are  pleased  with  the  care 
they  receive.  Many  cite  their 
expanded  benefits  as  reasons  for 
their  satisfaction. 
-Patrick  G.  Hays 
President  and  Chief  Executive  Officer 
Blue  Cross/Blue  Shield  Association 
Washington,  D.C. 

Sir:  It  seems  some  hmos  aren't  look- 
ing out  so  much  for  our  health  as  for 
their  health! 
-Robert  Halff 
Beverly  Hills,  Calif. 

Copping  an  identity 

Sir:  In  "Cops  versus  robbers  in 
cyberspace"  (Sept.  9)  you  incorrectly 
describe  Intellectual  Protocols  as  a 
company  owned  by  Television 
Computer,  Inc.  In  fact,  we  own  and 
have  operated  for  some  time  a  copy- 
right protection  company  called 
Hyperstamps  ( http://www.hyper 
stamps.com).  Intellectual  Protocols 
was  invented — dare  I  say,  pirated — by 
James  Callaway,  who  quit  to  start  a 
rival  operation  on  the  day  your  article 
came  out. 

-Robert  Thibadeau 
Chairman 

Television  Computer,  Inc. 
Pittsburgh,  Pa. 

Needing  attention 

Sir:  You  only  scratch  the  surface  of 
the  Attention  Deficit  Disorder  prob- 
lem in  "An  agreeable  affliction" 
(Aug.  12).  Beyond  the  problem  of 
seeking  an  add  diagnosis  for  compet- 
itive advantage  in  academic  testing 
lies  the  even  greater  problem  of 
cadres  of  children  being  encouraged 
by  parents  to  deliberately  underper- 
form  academically  to  qualify  for  gov- 
ernment assistance,  known  colloqui- 
ally as  "crazy  checks."  Until  such  per- 
verse incentives  to  not  perform  are 


removed,  this  country  will  never  hold 
its  own  in  the  global  marketplace. 
-Gregory  A.  Patton 
Montgomery,  Ala. 

Sir:  The  diagnosis  of  add/adhd  is 
not  one  most  parents  pin  on  their 
children  lightly,  or  do  so  in  hopes  of 
getting  them  into  Harvard.  Equally, 
the  decision  to  medicate  one's  child  is 
not  an  easy  one.  The  suggestion  that 
these  children  get  a  rush  or  a  high 
from  the  drug  is  ludicrous.  At  best,  it 
helps  the  child  concentrate  on  his  or 
her  school  work  longer. 

I  will  be  very  pleased  and  proud  to 
see  my  son,  with  his  ADHD,  dyslexia, 
and  dysgraphia,  graduate  from  high 
school.  Harvard?  Get  real! 
-Susan  D.  Anthony 
Augusta,  Ga. 

A  no-betting  gamble 

Sir:  "Snake  eyes?"  (July  15)  misses  a 
key  market  dynamic  in  Las  Vegas. 
The  entertainment  megastore,  which 
contains  rooms,  theme  restaurants 
and  nongaming  attractions,  is 
designed  to  earn  bigger  profits — 
while  sustaining  similar  margins — 
than  the  smaller  casino/hotels  of 
years  past.  Our  leading  moneymaking 
department — in  total  dollars  and 
margins — is  rooms  (if  you  count  slots 
and  table  games  as  separate  depart- 
ments, as  we  do). 

The  story  in  Las  Vegas  is  how,  due 
to  broadening  our  customer  appeal, 
we  tapped  into  one  of  the  world's 
biggest  and  most  durable  markets — 
the  leisure  traveler. 
-Glenn  Schaeffer 
President  and  Chief  Financial  Officer 
Circus  Circus  Enterprises,  Inc. 
Las  Vegas,  Nev. 
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Choosing  the 

best  hardware 
to  run 

Windows  NT  4.0 

lias  forced 

IS  managers  to 
confront  their 

biggest  fears: 


Failure. 

Monkey  on  your  back  #1.  Let's  face  it, 
migrating  to  another  operating  system  does 
involve  risk.  And  now  that  Windows  NT®  4.0 
lets  your  users  access  mission-critical  infor- 
mation right  from  their  desktops  and  laptops, 
how  do  you  ensure  data  availability?  By  far 
the  most  reliable  way  is  through  clustering — a 
technology  one  company  was  the  first  to  develop 
for  Windows  NT  to  ensure  automatic  failover 
and  maximum  availability.  For  you,  clustering 
for  Windows  NT  means  uninterrupted  access, 
reduced  risk,  greater  peace  of  mind — oh,  and  one 
less  monkexj  on  your  back.  Read  on.  .  . 


Finances. 


Monkey  on  your  back  #2.     Budgets.  Wliat 
about  the  budgets?  How  will  your  current  apps 
work  with  your  new  operating  system?  Will  the 
upgrade  work  across  your  existing  hardware, 
operating  systems  and  applications?  Or  should 
you  bang  on  your  CFO's  door  again?  One  company 
with  over  35  years  of  multivendor  integration 
experience,  including  global  service  and  support, 
can  do  more  than  just  port  your  apps  to 
Windows  NTT  It's  a  company  that  can  give  you 
complete  Windows  NT  interoperability.  Winch 
means  your  information  will  flow  seamlessly 
across  platforms,  and  your  legacy  investment 
will  be  well  protected.  So  much  for  monkey  #2. 
Noio,  on  to  #3. . . 


Future. 


Monkey  on  your  back  #3.  Migrating 
to  Windows  NT'K  4.0  is  one  thing.  But 
committing  to  Windows  NT  long-term,  relying 
on  it  to  play  a  critical  role  in  your  enterprise, 

that's  another.  Enterprise 

Computing. 

Fortunately,  one  R  doesn>£  have 

company  -  the  to  be  complicated. 

one  we've  been  talking  about  —  can  help. 
Digital.  With  our  heritage  in  VAX,  multivendor 
integration,  enterprise-level  computing, 
Ethernet  and  the  foundations  of  networking, 
Digital  is  uniquely  suited  to  greatly  improve 
your  future.  Our  newest  servers,  workstations, 
desktops  and  notebooks  are  every  bit  as 
enterprise-ready  as  Windows  NT.  In  fact,  today 
no  other  vendor  can  equal  Digital's  full  line  of 
Windows  NT-optimized  products  across  Intel 
and  Alpha  platforms,  or  the  service  and  support 
that  can  help  keep  the  monkeys  off  your  back. 

Simply  pa'.  SBBBOBO 

prepared  to  show  you  that    WHATEVER  IT  TAKES 

migrating  to  Windows  NT  doesn't  have 
to  drive  you  bananas.  Call  1-800-DIGITAL 
and  press  3  for  your  nearest  reseller,  or  visit 
our  Web  site  at  www.windows.digital.com. 


O  Digital  Equipmer,!  Corporation,  1996  Digital  and  the  C  re  -eg.stered 

trademarks  and  Whatever  It  Takes  ,s  a  service  mark  o.  pment  Corporation. 

Wnoows  NT  is  a  registered  trademark  of  Microsoft  in  the  ountnes. 


mm, 


EPADS. 


With  sales  of  over  $S  billion, 
Tyco  International  manufactures 
a  diverse  array  of  products.  But 
our  history  of  enhancing  share- 
holder value  is  .  ,  ;  -ordinarily 
focused.  Anyo-o  who  bought 
Tyco  stock  In  19CO  has  enjoyed 
an  annual  earnir  «se  of 


21%  —  compared  to  12%  for  the 
Dow  Jones  Industrial  Average  and 
15%  for  the  Standard  &  Poor's 
500.  In  fact,  the  total  return  on 
Tyco's  stock  since  1980  beats  the 
S&P  500  by  more  than  2-1.  Of 
course,  past  performance  does 
not  guarantee  future  earnings. 


But  at  Tyco,  earnings,  growth 
and  performance  are  what 
we're  all  about.  To  find  out 
more,  please  write  PO  Box  497, 
Dept.  F,  Exeter,  NH  03833. 
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Unleashing  The  Power  Within  ™ 
http://www.tycoint.com 

Disposable  and  Specialty^ro<t$ui%S  Kendall'Armin'Ludlow  Flow  Control  Anvil/Canvil'WinnVah/es'Hindle  Valves'Neotecha'J.B.  Smith  ™ 
Fire  and  Safety  Services  GrintiellfAnsul'  Mather  &  PlatfMueller'O'Donnell  Griffin'Total  Walther'Wormald' Thorn  Security  •  Earth  Tech 
v  Electrical  and  Electronic  Components  Allied  Tube  &  Conduit' Simplex  Technologies 'Tyco  Printed  Circuit  Group 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


NEW  POLICY  NEEDED 


Saddam  Hussein's  incursion  into  the  Kurdish  "safe 
haven"  in  northern  Iraq  is  a  sobering  wake-up  call. 
President  Clinton  was  right  to  respond  forcefully  to 
Saddam's  brazen  act.  But  this  is  only  a  start  to  restruc- 
turing a  flawed  policy 

Our  stance  in  that  region  has  long  been  a  lethal  mix  of 
neglect  and  wishful  thinking.  For  years  Washington 
deluded  itself  with  the  belief  that  appeasing  Saddam 
would  house-train  the  tyrant.  Then  during  the  Gulf  war, 
under  the  misapprehension  that  preserving  the  territori- 
al integrity  of  ramshackle  Iraq  was  critical,  we  didn't 
break  the  back  of  Saddam's  elite  Republican  Guard.  And 
when  we  called  upon  the  Iraqi  people  to  overthrow 
Saddam,  we  never  gave  military  backing  to  support  the 
subsequent  uprising. 

After  establishing  a  safe  haven  for  the  persecuted 
Kurds,  we  didn't  work  to  make  the  zone  secure  from 
outside  interference.  Saddam  placed  infantry  and 
artillery  within  striking  range.  Iran  had  its  agents  infil- 
trate the  area,  fomenting  political  mischief.  Anti- 
American,  anti-Turk  terrorists  used  the  enclave  as  a  base 


for  committing  atrocities  in  southern  Turkey. 

Our  indifference  to  the  price  the  Turks  have  paid  for 
supporting  our  oil  embargo  against  Iraq  and  for  the 
growing  political  instability  among  Turkey's  Kurdish 
population  in  the  south,  has  shaken  that  critical  country's 
ties  to  us.  This  is  one  reason  secular  Turkey  is  being  gov- 
erned, albeit  precariously,  by  an  Islamic  fundamentalist. 

What  to  do?  For  starters,  don't  ease  the  oil  embargo 
as  long  as  Saddam  Hussein  remains  in  power.  (Incredi- 
bly, the  Clinton  Administration  tagged  along  with  a 
U.N.  scheme  to  sell  Iraqi  oil,  with  proceeds  earmarked 
for  food  and  medicine  for  the  Iraqi  people.  Money  is 
fungible;  Saddam  would  have  had  more  leeway  to  beef 
up  his  armed  forces  and  internal  police.)  Make  clear  to 
Iran  that  the  enclave  is  off-limits  and  be  prepared  to  take 
forceful  steps,  including  military  measures,  to  back  up 
that  statement.  We  must  also  take  the  Turks  seriously 
again.  We  should  liberate  them  from  the  anti-growth, 
inflation-inciting  clutches  of  the  IMF.  A  less  anxious, 
more  prosperous  Turkey  would  provide  a  bulwark  of  sta- 
bility on  the  border  of  a  turbulent  region. 


AWFUL  ANNIVERSARY 


Twenty-five  years  ago  this  summer  Richard  Nixon  took 
a  step — severing  the  link  between  the  dollar  and  gold — 
whose  baleful  consequences  plague  us  still.  Most  observers 
fail  to  appreciate  the  dreadful  enormity  of  what  Nixon,  to 
the  applause  of  most  economists  and  pundits,  did  in  1971. 

The  move  set  off  an  inflation  of  twister-like  propor- 
tions. Although  we  largely  rid  ourselves  of  this  destructive 
force  in  the  1980s,  its  lega- 


Our  banking  system  went  haywire.  High  interest  rates 
threw  the  S&Ls  into  the  red.  In  response,  Congress  let 
them  go  into  other  fields  that  they  were  ill-equipped  to  han- 
dle, compounding  the  crisis.  The  subsequent  bailout  cost  us 
nearly  $100  billion.  Commercial  banks  recklessly  lent  vast 
sums  to  the  Third  World,  entrenching  anti-statist,  anti-free- 
enterprise  policies  and  bureaucracies.  Only  in  the  late 

1980s  did  this  tide  turn. 


cy — substandard  growth 
and  financially  stressed 
families — remains  with  us. 

The  immediate  impact 
was  devastating.  The  great 
boom  of  the  1950s  and 

1960s  was  abruptly  halted.  Economic  stagnation  and  ris- 
ing prices  became  the  norm  for  the  1970s.  High  inflation 
made  possible  the  OPEC  oil  shocks.  People  everywhere 
were  slammed  with  unlegislated  tax  increases  as  inflation 
moved  them  into  ever  higher  tax  brackets.  The  Reagan 
cuts  of  the  1980s  only  partially  restored  the  balance. 


NIXON  ORDERS  90-DAY  WAGE-PRICE  FREEZE 
ASKS  TAX  CUTS,  NEW  JOBS  IN  BROAD  PLAN: 
SEVERS  LINK  BETWEEN  DOLLAR  AND  GOLD 


The  volatile  dollar  be- 
came a  plaything  of  ill-in- 
formed policymaking.  The 
Treasury  Department,  for 
-Nc«  York  Times.,  Aug  i6, 1971  instance,  deliberately  weak- 
ened the  dollar  in  1987, 
helping  to  trigger  a  great  stock  market  crash.  The  zig- 
zagging greenback  has  also  distorted  trade  patterns,  giv- 
ing new  life  to  trade  protectionism. 

Interest  rates  have  stayed  at  levels  rarely  seen  in  our  his- 
tory. Before  the  dollar-gold  system  began  to  unravel,  it  was 
highly  unusual  for  Treasury  bonds  or  household  mortgages 
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to  stray  much  above  5%.  In  the  early  1960s,  for  instance,  a 
typical  American  family  could  get  a  30-year  fixed-rate  mort- 
gage at  4.25%.  Frazzled  families  who  wonder  why  two 
incomes  can't  do  the  job  that  one  could  in  previous  gener- 
ations should  consider  how  much  better  life  would  be 
if  they  had  lower  taxes  and  4.25%  mortgages. 

If  we  had  gold-era  like  interest  rates  today,  the  money  we 


would  save  financing  the  national  debt  would  pay  for  Bob 
Dole's  tax  cuts,  with  about  $200  billion  left  over.  Today 
inflation -fearing  central  bankers,  lacking  the  gold  compass 
we  had  until  1971,  continue  to  flounder,  mistakenly  believ- 
ing growth  must  be  suppressed  lest  we  return  to  the  pur- 
gatory of  rising  prices.  This  is  why  economic  growth, 
especially  in  Europe,  has  been  stunted  by  tight  mone\. 


WHAT'S  TO  BE  DONE? 

Are  we  stuck  in  a  low-growth,  high-tax,  high-interest-  nature  have  little  or  no  impact  on  gold,  its  price  unaf- 
rate  environment  forever:  No.  We  can  get  sound  money    fected  by  the  normal  ebb  and  flow  of  economic  activity. 


without  suffocating  the  economy. 

How  does  the  Fed  know  whether 
it  is  printing  too  many  dollars,  too 
few  or  the  right  amount?  It  doesn't. 
The  best,  time-tested  compass  for 
stability  is  gold.  It  is  rare  enough  so 
that  it  has  intrinsic  value  but  volumi- 
nous enough  to  be  traded.  Virtually 
all  of  the  gold  that  has  ever  been 
mined  is  with  us  today.  Annual  pro- 
duction is  but  a  small  fraction  of  the 
outstanding  supply;  thus  it  is  not  sub- 
ject to  the  shocks  that  afflict  other 
commodities  such  as  oil  or  corn.  A 


Hoarding  is  unnecessary:  Gearing  monetary 
policy  to  price  of  gold  begets  low  interest  rates. 


Under  a  modern  gold  standard,  a 
boost  in  the  price  of  the  yellow  metal 
would  tell  the  Fed  to  tighten;  con- 
versely, a  falling  price  would  tell  it  to 
pump  out  more  credit.  Gold  would 
work  no  differendy  than  those  gizmos 
on  old  cars  that  made  a  buzzer  go  off 
when  you  drove  above  a  certain  speed. 
There  is  no  need  to  issue  currency 
based  on  the  government's  pile  of  the 
barbarous  relic,  as  was  done  in  the  past. 

Sound  money,  which  we  had  for 
the  nearly  two  centuries  before  1971, 
doesn't  guarantee  an  economic  nir- 


drought  can  send  the  price  of  corn  soaring.  Such  acts  of    vana.  But  it  is  an  essential  ingredient  for  strong  prosperity. 

BONE  HEADED  THINKING 


The  FALLOUT  from  the  Supreme  Court's  decision  earlier 
this  year  against  the  Virginia  Military  Institute's  remaining 
an  all-male  institution  is  already  visible.  Observers  feared 
the  ruling  would  undercut  single-sex  education,  and 
they're  right.  A  new  all-girls  junior  high  school  in  New 
York  City  is  under  legal  assault  from  New  York's  Civil 
Liberties  Union  and  National  Organization  for  Women. 
Their  beef:  The  school  discriminates  against  boys. 

Precisely.  This  school  was  set  up  to  encourage  girls 
from  poor  backgrounds  to  excel  in  math  and  science. 


Studies  have  shown  that  many  young  women  do  better 
academically  when  boys  are  not  around.  But  this  kind  of 
results-oriented  flexibility  is  anathema  to  the  one-size- 
fits-all,  monopolistic  mentality  that  dominates  much  of 
the  American  education  establishment. 

Why  is  NOW  part  of  this  antifemale  effort?  Since  the 
small  school  doesn't  immediately  benefit  all  girls  in  New 
York,  it's  "unfair."  Says  one  NOW  naysayer,  "It's  a  Band- 
Aid  approach  to  equity  for  girls."  So  in  the  name  of  equity, 
the  education  of  scores  of  young  women  will  be  blighted. 


AN  EPIC  CULTURE  WAR 


Cultures  In  Conflict:  Christians,  Muslims,  and  Jews  in 
the  Age  of  Discovery — by  Bernard  Lewis  (Oxford  Univer- 
sity Press,  $9.95).  Brief  but  learned,  lucid,  incisive  examina- 
tion of  1492,  that  extraordinarily  eventful  year,  during  which 
Christopher  Columbus  inadvertently  discovered 
America  and  the  epochal  clash  between  Chris- 
tianity and  Islam  reached  its  critical  turning  point. 

King  Ferdinand  and  Queen  Isabella  defeated 
die  Muslims  in  Spain,  securing  Western  Europe. 
Simultaneously,  the  Russians  from  Muscovy 
turned  back  the  Islamized  Tatars.  For  centuries 
the  spread  of  Islam,  which,  like  Christianity,  re- 
gards itself  as  a  universal  religion,  had  appeared 
unstoppable.  Muslim  states  were  at  the  forefront 
of  science  and  literature.  Islamic  culture  was  cos- 
mopolitan and,  by  the  lights  of  the  time,  tolerant 
(Spain's  Jewish  population,  expelled  in  1492, 
was  warmly  welcomed  by  the  Ottoman  Empire).  Europe, 
by  comparison,  had  been  a  filthy,  bickering  backwater. 

However,  by  the  18di  century  the  Muslim  world  had 
become  backward  and  stagnant.  Europe's  very  divisions 


had  forced  it  to  be  receptive  to  technological  breakthroughs 
in  weaponry.  The  lack  of  a  powerful  center  allowed  a  plu- 
ralism that  ignited  economic  advances.  Despite  frightening 
dirusts  by  the  Ottoman  Turks  into  Central  Europe  during 
the  16th  and  17th  centuries,  Islam  had  been  put 
on  the  defensive  at  the  end  of  the  15th. 

Author  Lewis  closes  by  giving  a  fitting  trib- 
ute to  the  positive,  unique  character  of  the 
principal  offshoot  of  the  great,  post-Colum- 
bus explorations:  American  civilization. 
Excerpt:  In  setting  out  to  conquer,  subjugate, 
and  despoil  other  peoples,  the  Europeans  were 
merely  following,  the  example  set  them  by  their 
neighbors  and  predecessors  and,  indeed,  conform- 
ing to  the  common  practice  of  mankind.  Their 
attack  on  the  neighboring  lands  of  Islam  in 
Africa  and  Asia  was  a  clear  case  ofbe-done-by-as- 
you-did.  The  interesting  questions  are  not  why  they  tried,  but 
why  they  succeeded  and  why,  having  succeeded,  they  repented 
of  their  success  as  of  a  sin.  The  success  was  unique  in  modern 
times;  the  repentance,  in  all  of  recorded  history.  H 
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The  GT  Global  Theme  Funds.  Six  globally-orchestrated  mutual  funds,  each  based  on  an  economic  theme  that 
transcends  national  and  regional  boundaries.  It's  an  innovative  approach  to  investing  that's  producing  impres- 
sive results.  If  this  world-class  performance  sounds  interesting  to  you,  talk  to  your  financial  adviser  about  how 
GT  Global  Theme  Funds  might  fit  into  your  portfolio  composition.  Or  call  us  today  for  more  information. 


AVERAGE            ANN      UAL  R 

E      T      U  R 

N 

GT  Global  Theme  Funds 

CLASS  / 
INCEPTION  DATE 

1  YEAR 

LIFE  OF  FUND 

GT  Global  Consumer  Products  and  Services  Fund 

A  shares 

12/30/94 

49.16% 

39.34% 

B  shares 

12/30/94 

50.72% 

41.01% 

GT  Global  Health  Care  Fund 

A  shares 

8/7/89 

31.16% 

13.75% 

B  shares 

4/1/93 

31.99% 

18.78% 

GT  Global  Natural  Resources  Fund 

A  shares 

5/31/94 

28.99% 

13.57% 

B  shares 

5/31/94 

29.73% 

14.41% 

GT  Global  Financial  Services  Fund 

A  shares 

5/31/94 

15.37% 

6.43% 

B  shares 

5/31/94 

15.58% 

7.11% 

GT  Global  Telecommunications  Fund 

A  shares 

1/27/92 

13.88% 

13.41% 

B  shares 

4/1/93 

13.88% 

14.99% 

GT  Global  Infrastructure  Fund 

A  shares 

5/31/94 

12.76% 

9.95% 

B  shares 

5/31/94 

12.74% 

10.71% 

1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
Its  Your  World.  Invest  In  It.sm 

GT  Global  Health  Care  Fund  A  shares  five  year  average  annual  return  as  of  6/30/96  is  10.52%.  Returns  for  A  and  B  shares  are  as  of  6/30/96  and 
include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  Past  performance  does  not  guarantee 
future  results.  Investment  return  and  principal  will  fluctuate,  so  shares  may  be  worth  more  or  less  than  their  original  price.  Before  investing,  read  the 
prospectus  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  market  investing,  includ- 
ing political  and  currency  risk,  and  the  risk  of  investing  in  similar  industries.  Distributor:  GT  Global,  Inc.,  50  California  St.  San  Francisco,  CA  94111  MF9 
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pioyees  is  vit 


mpanys  success. 


Hold  on!  That's 

not  what  we  decided  this 

ad  should  be  about! 


Chances  are,  people  in  your  office  aren't  working  as  closely 
together  as  they  could  be.  That's  regrettable,  because  nothing  can 


replace  good,  old-fashioned  teamwork 


What  your  company  needs  is  an 
environment  that's  designed 


to  encourage  individuals  to 


come  together,  share  ideas  and  collaborate.  This  means  more  than 
chance  meetings  by  the  coffee  machine.  This  means  shared  spaces 
where  people  can  gather  to  work  out  problems  as  a  group. 
Not  just  among  immediate  coworkers,  but  people  from 
different  departments  and  disciplines.  It's  good  for  the 
individual.  It's  good  for  the  company.  And  nobody 


knows  how  to  do  it  better  than  Steelcase  and  its 


dealers.  Visit  our  Website,  http://www.steelcase.com. 
Or  for  additional  information,  you  can  just 


give  us  a  call  toll- fee  at 


1-800-777-0330,  ext.  201.    A  smarter  way  to  work". 


Other  Comments 


Strength  of  Our  Culture 

Imperialism,  sexism,  and  racism  are 
words  of  Western  coinage,  not  be- 
cause the  West  invented  these  evils, 
which  are  alas  universal,  but  because 
the  West  recognized  and  named  and 
condemned  them  as  evils  and  strug- 
gled mightily  to  weaken  their  hold 
and  to  help  their  victims.  If,  to  borrow 
a  phrase,  Western  culture  does  indeed 
"go,"  imperialism,  sexism,  and  racism 
will  not  go  with  it.  More  likely  casual- 
ties will  be  the  freedom  to  denounce 
them  and  the  effort  to  end  them. 
-Bernard  Lewis, 
Cultures  in  Conflict 

Amber  Ways  of  Gold 

For  a  century  before  the  First 
World  War,  London  had  been  the 
world's  banker  and  had  called  the 
tune  in  the  world's  money  matters. 
Then  in  August  1914,  in  the  first 
weeks  of  the  war,  Britain  appalled  the 
financial  world  by  suspending  gold 
payments  against  pounds  sterling — 
an  action  which,  in  that  heyday  of 
the  international  gold  standard,  was 
as  if  the  most  feared,  respected  and 
trusted  player  in  a  poker  game  had 
suddenly  announced  that  he  found  it 
necessary  to  quit  the  game  and  re- 
fuse to  redeem  his  markers. 

European  countries  [began]  send- 
ing their  gold  to  New  York  for  safe- 
keeping even  when  they  w-ere  not 
sending  it  in  payment  for  guns.  WTiat 
began  as  a  westward  trickle  of  gold 
in  early  1915  within  a  year  or  so 
became  a  torrent;  for  the  single 
month  of  March  1916,  the  United 
States  imported  almost  as  much  gold 


as  in  any  previous  entire  year.  By 
1920  the  Treasury  was  sitting  on 
something  like  one-third  of  the 
world's  monetary  gold  supply. 
-John  Brooks,  Once  In  Golconda: 
A  True  Drama  of  Wall  Street 

The  final  test  of  a  leader  is  that  he 
leaves  behind  in  other  men  the 
conviction  and  the  will  to  carry  on. 

-Walter  Lippmann,  American 
journalist  and  author  (1889-1974) 

Count  Tour  Blessings 

They  are  now  in  their  nineties  and 
have  been  married  for  73  years.  The 
Roberts  are  genuinely  intrigued  by 
the  sheer  casualness  with  which 
everybody  under  sixty  accepts  abun- 
dance. The  worst  conditions  to  be 
found  in  [their  community]  now 
would  have  been  considered  luxuri- 
ous when  they  were  twenty-one. 
-Ronald  Blythe,  The  View  in  Winter 

New  School  of  Thought 

I  [recently]  had  breakfast  with 
Milton  Friedman.  We  talked  about 
schools.  I  kept  saying  "public  schools," 
and  he  kept  saying,  "They're  not  pub- 
lic schools.  They're  government 
schools.  You  can't  have  innovation  if 
you  don't  have  markets.  And  you 
can't  have  markets  if  you  don't  have 
customers.  And  you  can't  have  cus- 
tomers in  the  ordinary  sense  in  a 
monopoly.  That's  a  big  difference." 

Absent  competition,  absent  cus- 
tomer choice,  we  cannot  create  maxi- 
mum value.  Every  time  we  touch  a 


public  service  and  open  it  up  to  the 
marketplace  for  bidding,  we  drive  up 
the  quality  and  drive  down  the  price. 
Competition  always  creates  efficiencies. 
-Stephen  Goldsmith,  mayor  of 
Indianapolis,  at  the  Heritage 
Foundation's  Resource  Bank 
Annual  Meeting 

Mystery  Man 

You  NEVER  know  what  you  are  get- 
ting with  Bill  Clinton.  In  political 
terms,  he  has  posed  as  a  New  Dem- 
ocrat, an  Old  Democrat  and  now,  in 
effect,  a  moderate  Republican.  His 
style  has  swung  even  more  violently:  at 
times  he  has  been  a  clever,  energetic 
activist;  an  undisciplined,  sometimes 
disloyal  leader;  a  man  of  principle;  a 
man  of  pragmatism;  an  idealist  deter- 
mined to  set  a  moral  course  for  foreign 
policy;  a  realist  intent  on  defending 
American  interests;  a  man  who  talks  to 
terrorists;  a  man  who  condemns  them. 

Mr.  Clinton  is  a  likeable  man, 
good  at  empathising  with  ordinary 
people,  excellent  at  waxing  presiden- 
tial at  times  of  national  tragedy. 
But  can  you  trust  a  man  who  has 
changed  his  stance  so  often?  Do  you 
even  know  what  you  are  voting  for? 
-The  Economist 

Star-Crossed? 

When  Douglas  M\cArthur  was 
promoted  to  full  general  and  Louise 
Cromwell  Brooks  [MacArthur's  first 
wife]  was  married  to  Lionel  Atwill, 
the  motion  picture  actor,  she  wistful- 
ly told  a  reporter,  "It  looks  like  I 
traded  four  stars  for  one." 
-William  Manchester, 
American  Caesar 

Politically  Processed 

Word  7.0,  the  fancy  Windows  '95 
version  of  Microsoft's  popular  word 
processor,  has  a  partisan  spellchecker. 
It  recognizes  the  names  Kennedy, 
Johnson,  Carter  and  Clinton,  but  not 
Nixon  ( for  which  it  offers  to  substitute 
"Nikon" )  or  Reagan  ( "regain,"  "reign" ). 
Either  Bill  Gates  favors  Democrats, 
or  he  appreciates  that  conservatives 
don't  need  spellcheckers. 
-National  Review  ■! 


"Under  'Occupation'  I  usually  just  put  'Roam  the  earth.' " 


-2 


Forbes  ■  September  23,  1996 


-STEVE  YOUNG- 


5.        M  A  LT-  NUT       2&       WILD  BERRY                     APPLE-CINNAMON        ^       BANANA  #  MOCHA 
  l 


Open  doors  of  communication.  Avenues  to  reach 
the  right  person.  These  are  the  routes  to 
productivity  that  active  partnership  travels. 
By  maintaining  ongoing  dialogue  among 
customers,  brokers  and  our  people,  we  work 

together  to  create  custom-tailored  risk 
management  products  and  solutions  that  yield 
superior  results  in  areas  like  cost  management 


and  customer  service.  As  a  member  of 
The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer 
long-term  active  partnership  to  you.  For  more 
information,  contact  your  agent  or  broker,  or 
call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

Tke  Power  of  Partnership9 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


WE'RE  MAKING  YOUR  HOME  CONSERVE 

These  days,  the  last  thing  anyone  wants  to  do  is  waste  energy.  So  you'll  be  pleased  to  know  that 
someone  you  didn't  expect  is  helping  to  make  homes  more  energy-efficient  than  ever.  Bayer. 
Almost  60  years  ago  we  invented  polyurethanes.  Today,  our  polyurethane  insulation  materials  go 

AS  MUCH  ENERGY  AS  YOU  DO. 

into  just  about  every  part  of  your  home.  Under  the  siding,  in  the  walls,  under  your  roof  and  even 
in  your  refrigerator.  Together  our  materials  can  increase  thermal  efficiency  by  up  to  50%. 
Which  means  that  you  can  conserve  all  the  energy  you  like,  without  even  lifting  a  finger. 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

I,  research-based  company  in  health  care,  chemicals,  and  imaging  tec 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


SOME  OBSERVATIONS  ABOUT  CONVENTIONS  AND  ISSUES 


In  the  WAKE  of  the  Republican  and  Democratic  parties' 
national  conventions,  the  media's  anger  over  there  being 
no  good-old-fashioned  rights  or  exciting  roll  calls  and  the 
public's  increasing  apathy  diat  has  led  to  smaller  television 
and  radio  audiences,  two  questions  are  being  asked:  Do  we 
need  conventions  anymore?  and  Is  there  a  better  way? 

With  the  majority  of  delegates  chosen  in  state  primaries 
long  before  the  conventions,  it  is  unlikely  that  a  national 
convention  would  actually  nominate  its  party's  candidate. 
And  with  platforms  becoming  increasingly  irrelevant  (the 
candidate's  views  and  policies  are  what  count  now),  the 
conventions  can  best  be  viewed  as 
the  opening  rallies  of  the  cam- 
paign— an  important  function.  The 
conventions  also  serve  as  grand  re- 
unions of  the  party's  most  loyal  and 
hard-working  campaigners.  This, 
too,  is  vital,  because  without  these 
people's  being  inspired  to  put  forth 
their  best  efforts  until  election  day, 
no  candidate  could  be  elected. 

Indeed,  that  was  the  great  success 
of  this  year's  GOP  convention.  Most 
delegates  came  to  San  Diego  feeling 
loyal  but  dispirited  and  generally  pessimistic.  Not  surprising, 
given  the  daily  diet  of  adverse  polls  and  the  fact  that  Senator 
Dole's  campaign,  having  reached  its  spending  limit  in  the 
spring,  was  not  able  to  spend  anything  during  the  weeks 
prior  to  the  convention.  But  the  choice  of  a  highly  popular 
nominee  for  Vice  President,  the  effective  speeches  of  both 
nominees,  of  Elizabeth  Dole  and  of  others,  and  the  absence 
of  any  party-splitting  actions  all  led  to  genuine  enthusiasm 
and  optimism  among  those  indispensable  party  workers  and 
the  vast  array  of  others  they  represent.  Those  who  most 
needed  to  be  inspired  with  the  hope  of  victory  were. 

Is  there  a  better  way?  We  could  have  a  single  national 
primary  and  allow  major  party  leaders  and  officeholders 
to  draw  up  a  platform;  with  all  the  Super  Tuesdays,  we 
are  close  to  a  national  primary  now.  But  we  would  still 
need  to  assemble  and  inspire  the  party  faithful. 

The  problems  that  need  fixing  are  the  enormous  cost  of 
running  for  President  and  the  three  years  or  more  that  our 
presidential  campaigns  take.  An  obvious  solution  would 
be  to  adopt  a  parliamentary  system  similar  to  Britain's. 
But  even  the  tantalizing  prospect  of  a  brief  campaign 


wouldn't  be  enough  inducement  for  us  to  set  aside  more 
than  200  years  of  history  to  make  that  drastic  a  change. 

As  for  the  issues,  the  differences  between  the  parties  are 
now  clear.  The  deciding  factor  will  be  whether  voters  are 
persuaded  that  GOP  optimism  and  hope  for  a  brighter 
future  are  better  operating  principles  than  the  Democrats' 
class-warfare  strategy  that  fuels  the  fear  of  "they  are  going 
to  take  away  your  Social  Security,  Medicare  and  welfare." 

For  Republicans  to  prevail,  they  must  make  clear  that 
the  President's  original  proposed  reductions  in  Medicare 
were  virtually  the  same  as  the  GOP's  plan  and  that  both 
proposals  increase  spending  for 
Medicare;  that  the  essence  of  the 
welfare  bill  Clinton  finally  signed 
after  twice  vetoing  it  was  a  Repub- 
lican proposal;  and,  most  impor- 
tant, that  tax  cuts  have  always 
boosted  the  economy  and  tax 
increases  (Clinton's  $250  billion 
tax  increase  in  1993  is  the  largest  in 
our  history)  have  always  caused 
economic  decline  or  stagnation. 

President  Kennedy's  across-the- 
board  tax  reduction  helped  bring 
about  our  longest-ever  economic  expansion;  President  Rea- 
gan's across-the-board  tax  cuts  created  our  longest  peace- 
time economic  expansion,  during  which  some  20  million 
new  jobs  were  created.  Tax  increases  in  the  1930s  under 
Presidents  Hoover  and  Roosevelt,  along  with  protectionism 
and  tight  monetary  policies,  produced  one  of  our  worst  eco- 
nomic decades.  Not  until  WWII  did  our  economy  improve. 

"Across-the-board"  ta\  cuts  for  all  is  the  key.  Clinton's 
last-minute  "me,  too,"  tax  cut  only  for  homeowners  who 
sell  their  houses  doesn't  qualify.  It  will  neither  encourage 
investment  nor  boost  the  economy.  It  will  actually  increase 
taxes  for  some  homeowners.  In  short,  it  is  the  usual  Clinton 
fakery.  Bob  Dole's  15%  tax  cut  and  his  capital  gains  tax 
reduction,  however,  will  help  everyone  and  bring  in  more 
revenue.  Between  1963  and  1966  JFK's  tax  cuts  resulted  in 
tax  revenue's  increasing  from  $99.7  billion  to  $131  billion; 
Ronald  Reagan's  income  tax  cuts  increased  tax  revenue  by 
54%  (28%,  adjusted  for  inflation)  from  1983  to  1989. 

If  "fear"  is  to  be  the  key  word  of  the  Democratic  cam- 
paign, Americans  should  know  that  their  greatest  fear 
would  be  the  defeat  of  Republican-proposed  tax  cuts.  Hi 
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A  mayfly  born  today 
will  be  dead  by  tomorrow. 

Much  like  a  company  that  develops 
technology  no  one  understands. 


5;00  a.m.  Monday 


5;0  0  a.m.  Tuesday 


WHEN  developing  new  technology,  it  seems  the  all- 
important  customer  is  often  left  out  of  the  equation.  And  by 
not  giving  real  people  a  say  in  the  matter,  the  result  can  be 
a  customer  who  has  no  idea  how  to  use  the  technology. 

Who  among  us  hasn't  been  tempted,  at  one  time  or 
another,  to  toss  a  high-technology  product  out  the  highest 
window  we  can  find? 

It's  why  we  at  Ameritech  have  a  Human  Factors  depart- 
ment, a  group  of  behavioral  scientists  dedicated  to  making 
technology  easy  to  use.  They  test  new  products  and  services 
with  real  people,  outside  the  confines  of  the  laboratory. 

We  do  so  in  our  Test  Towns,  where  we  observe  how 
people  use  the  technology  in  everyday  life.  If  it  doesn't  work 
in  the  Test  Town,  it's  back  to  the  drawing  board  until  it's 
right.  It's  a  process  that  puts  hundreds  of  our  customers 
into  direct  contact  with  the  multitude  of  new  products  and 
services  we  test  each  year. 

Take,  for  example,  our  improved  message  delivery 
service.  It's  now  a  convenient  way  to  leave  a  message  for 
someone  whose  line  is  busy,  though  it  originally  required  a 
cumbersome  extra  step — unbeknownst  to  us  until  people  in 
our  Test  Town  brought  it  to  our  attention.  The  step  was 
removed  and  now  it's  back  to  the  Test  Town. 

Because  at  Ameritech,  we  believe  people  shouldn't 
have  to  use  things  that  don't  have  the  bugs  worked  out. 

<Affiefitech* 

Your  Link  to  Better 
Communication* 


www.ameritech.com 
51996  Ameritech  Corp. 
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My  (tightly  regulated)  day  at  the  beach 


BY  ROBERT  MANSFIELD 


Holes,  decreed 
the  lifeguard, 
may  be  no 
deeper  than 
the  length 
of  the  thigh 
of  the  smallest 
child  playing. 


A  few  weeks  ago,  on  a  mag- 
nificent sunny  Sunday,  my 
wife,  Carol,  and  I  packed  the 
kids  into  our  Dodge  Caravan 
and  set  off  for  the  New  Jersey 
shore.  On  arrival  we  were 
greeted  by  a  giant  sign.  It 
began  with  a  big  bold  black 
NO  and  continued:  No  kites; 
No  ball  playing;  No  running; 
No  food;  No  beverages;  No 
this;  No  that. 

Mildly  intimidated,  we 
found  an  empty  patch  of  sand 
and  settled  in.  Kerry,  our  6- 
year-old,  waded  into  the  water 
and  headed  down  the  shore, 
red  pail  in  hand,  to  collect 
seashells.  Almost  immediately  the  lifeguard 
started  blowing  his  whistie.  Kerry  had  stepped 
beyond  the  "safety  area"  monitored  by  the  life- 
guard. No  matter  that  her  parents  were  watch- 
ing her — Kerry  was  forced  to  return. 

Our  older  daughter,  Samantha,  9,  and  I 
ventured  out  into  the  sea.  We  had  a  wonder- 
ful time  throwing  ourselves  into  the  surging 
waves,  but  our  fun  was  soon  interrupted.  That 
whistle  again.  Now  where  had  we  trans- 
gressed? It  seems  we,  too,  had  entered  the  no- 


h  no  area.  "Please  move  over," 
s  intoned  an  ominous  voice 

> 

|  over  a  loudspeaker.  A  few  feet 
5  away  a  boy  was  happily  float - 
p  ing  on  an  inflatable  raft  when 
|  the  whistles  went  off  and  the 
boy  was  ordered  to  return: 
No  rafting  permitted  here. 

Back  on  shore,  Robby,  4, 
got  to  digging  a  hole.  A  hole 
so  impressively  deep  that  soon 
I  saw  nothing  but  shovels  of 
sand  flying  over  the  top  of  his 
head.  Sure  enough,  a  life- 
guard appeared  on  the  scene 
and  ordered  poor  Robby  out 
of  his  burrow.  Holes,  decreed 
the  lifeguard,  may  be  no 
deeper  than  the  length  of  the  thigh  of  the 
smallest  child  playing.  Over  the  muffled  loud- 
speaker another  lifeguard  warned:  "Please 
note  the  direction  the  wind  is  coming  from, 
and  be  sure  your  umbrellas  are  properly 
placed." 

I  suppose  we  should  be  grateful  that  our 
elected  officials  and  the  trial  lawyers  are  so 
concerned  about  our  health  and  safety,  but, 
darn  it,  do  we  really  need  the  State  to  be  such 
a  nanny  to  us  all? 


Wedding  gifts  finally  come  of  age 


BY  LUISA  KROLL 


Instead  of 
Limoges 
china,  couples 
today  opt  for 
sports  gear, 
CDs  and  fish- 
ing school. 


When  my  parents  got  married,  in  1965,  my 
mom  got  sets  of  Wedgwood  bone  china  (pattern: 
Ice  Rose)  and  gold-trimmed  Haviland  Limoges. 
Nothing  was  dishwasher  safe;  each  piece  had  to 
be  hand  washed.  For  silverware,  Mom  selected  a 
pattern  called  Oneida 
Vivant,  amassing  115 
pieces,  including  36 
shrimp  forks. 

Today  couples  are 
marrying  late,  and 
remarrying  even  later. 
Who  the  heck  uses 
shrimp  forks  anymore? 
Who  has  time  to  hand 
wash  bone  china?  My 
sister's  friend  Carrie 
Cohen,  a  civil  rights 
lawyer,  and  Rick  Lipsey, 
a  sportswriter,  were  mar- 
ried last  September. 
Both  in  their  late  twen- 
ties, they've  lived  away 
from  home  for  11 
years — the  last  thing 
they    needed    was  a 


blender  or  fish  forks.  So  they  registered  for  ski 
jackets,  hiking  gear  and  cozy  long  underwear 
at  sporting  goods  store  Patagonia. 

Carrie  and  Rick  aren't  the  only  ones  forgoing 
$9,000,  7-piece,  12-place  settings  of  Tiffany 
sterling  flatware.  Outdoor 
sporting  goods  retailer 
R.E.I.  had  3000  couples 
register  last  year  for  about 
$4  million  in  gifts.  L.  L. 
Bean,  too,  has  gotten  into 
the  registry  business:  Gifts 
include  a  week  at  fly  fish- 
ing school  or  a  croquet 
set.  One  older  Manhattan 
couple  registered  for  200 
bottles  of  wine  at  a  local 
liquor  store.  A  Denver 
couple  asked  for  400  CDs 
from  Tower  Records. 
Bank  America  has  a  home 
mortgage  registry  pro- 
gram in  the  Northeast. 

Most  wedding  gifts 
bought  from  registries 
still  come  from  tradition- 
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al  stores,  but  other  retailers  are  starting  to  nibble 
away.  No  surprise,  since  the  market  for  wedding 
gifts  is  estimated  by  Forbes  to  be  worth  $15  bil- 
lion a  year,  based  on  numbers  from  Bride's  mag- 
'Retailers  are  salivating,"  says  Leah  Ingram, 


azine. 


author  of  The  Bridal  Registry  Book,  which  dedi- 
cates a  chapter  to  such  unconventional  gifts  as  a 
solar-powered  lawn  mower  and  Kamasutra  mas- 
sage creams.  Now,  that's  a  nice  contemporary 
thought:  Kamasutra  massage  cream. 


The  leaning  Tower 


BY  CHRISTINE  FOSTER 


Tower  sells 
itself  on  price. 
But  can  price 
alone  keep  an 
airline  afloat? 


Uni  ;  SS  you  travel  on  an  expense  account  or 
are  so  affluent  that  money  doesn't  matter,  you 
probably  scout  for  the  best  deals.  So  for  a  recent 
weekend  jaunt  to  Los  Angeles  I  skipped  the 
$1,498  American  Airlines  flight  and  bought 
instead  a  $398  round-trip  ticket  on  Tower  Air. 

I  should  have  stayed  home.  After  standing  in 
the  check-in  line  for  what  seemed  like  hours,  I 
finally  squeezed  into  a  seat  littered  with  crumbs 
from  the  previous  tenant.  A  young  woman  to 
my  left  struggled  to  store  her  three  unwieldy 
bags.  A  man  nearby  wedged  a  huge  rice  cooker 
between  his  daughter's  seat  and  the  one  in  front 
of  it.  The  flight  attendant  seemed  oblivious  to 
this  obvious  safety  breach. 

Return  to  New  York  was  downright  scary.  On 
our  landing  we  headed  for  the  runway,  touched 
down  briefly  with  a  terrible  clang  and  then  took 
right  off  again.  As  we  watched  the  city  lights 
grow  smaller  below,  the  pilot  announced  he 
would  try  again.  I  overheard  a  flight  attendant 
say  the  plane  had  been  going  too  fast  to  land. 

Tower  makes  no  pretense  of  good  service — it 


sells  itself  on  price.  But  can  price  alone  keep  an 
airline  afloat? 

In  the  first  half  of  this  year  Tower  lost  $5.2 
million,  down  from  a  $429,000  net  profit  in  the 
same  period  last  year.  Tower's  stock  has  dropped 
from  a  1994  high  of  1714  to  a  recent  4%.  Other 
low-fare  airlines  saw  their  stock  fall  after  the  Valu- 
Jet  crash  in  May,  but  Tower's  stock  was  already- 
down  around  6  before  that.  Analysts  mostly 
blame  a  slowdown  in  traffic  to  Tel  Aviv,  Tower's 
biggest  market.  But  I'd  guess  that  crummy  ser- 
vice is  part  of  the  problem,  too.  Of  the  top  20 
domestic  airlines  ranked  by  passenger  revenue 
miles,  Tower  has  the  fourth-highest  number  of 
service  complaints  per  100,000  miles — behind 
Carnival  Air  Lines,  Kiwi  and  Valujet — accord- 
ing to  Department  of  Transportation  data.  A 
colleague  spent  all  night  in  a  dark,  unheated  ter- 
minal in  New  York,  waiting  for  a  delayed  Tower 
flight.  Other  friends  report  that  their  Tower 
flights  made  unscheduled  stops  in  Bangor,  Me. 
and  Athens,  Greece.  In  short,  an  apparent  bar- 
gain isn't  always  a  real  one. 


THE  FORBES  INDEX 
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The  Federal  Reserve's  Open 
Market  Committee  didn't 
hike  short-term  interest 
rates  at  its  recent  meeting, 
but  economic  data  released 
in  late  August  were  stronger 
than  expected.  Bear, 
Stearns'  John  Ryding  thinks 
that  the  federal  funds  rate 
will  rise  to  5.5%  before  the 
end  of  1996  and  will  hit  6% 
by  mid-1997.  "The  15%  rise 
in  nondefense  capital  goods 
orders  in  July  shows  that 
the  economy  is  growing 
faster  than  the  Fed's  2.5% 
annual  target,"  says  Ryding. 


(1967=100) 


285 


Close-up  on  the  Forbes  Index 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Sun's  Scott  McNealy  isn't  the  only  person  in  Silicon  Valley  who  would 
like  to  see  Bill  Gates  taken  down  a  peg.  But  he's  one  ot  the  few 
willing  to  commit  his  company  entirely  to  a  non-Microsoft  standard. 
Is  this  smart?  Or  just  stubborn? 

Windows  NT 

NEVER! 


By  Zina  Moukheiber 

Okay,  there  are  a  lot  of  people  in 
Silicon  Valley  who  don't  love  Bill 
Gates.  They  think  he's  too  rich,  or 
too  powerful,  or  too  monopolistic  or 
just  too  much  in  evidence.  But,  how- 
ever grudgingly,  most  of  his  detrac- 
tors get  along,  somehow,  with 
Microsoft. 

Scott  McNealy,  chairman  of  Sun 
Microsystems,  doesn't  get  along  with 
Microsoft.  He  takes  his  hostility  all 
the  way:  He  won't  sell  Microsoft 
technology.  He  has  decreed  that  Sun 
computers  will  not  be  configured  to 
run  Microsoft's  Windows  NT  operat- 
ing system.  The  computers  Sun  sells 
into  the  rapidly  growing  server 
market  are  equipped  to  run  only  the 
Unix  operating  system. 

This  is  a  courageous  business  deci- 
sion, aimed  at  strengthening  the 
market  power  of  non -Microsoft  soft- 
ware. It  is  aimed  at  making  Sun 
unique  in  a  business  that  has  a  lot  of 
look-alike  products.  It  also  may  be 
counterproductive. 

In  the  server  market,  McNealy  sells 
against  Hewlett-Packard,  IBM  and 
Compaq,  among  others.  Like  Sun, 
they  sell  workstations,  servers  and 
various  versions  of  Unix,  an  operat- 
ing system  that  competes  with  NT. 
Unlike  Sun,  these  competitors  also 
make  Windows  NT  available  on  their 
machines. 

What  does  McNealy  tell  customers 
who  ask  for  the  increasingly  popular 
NT?  Sorry,  folks,  you'll  have  to  go  to 
Hewlett-Packard? 


"Exactly,"  says  McNealy,  proudly 
sporting  a  blue  denim  shirt  stitched 
at  the  breast  with  the  logo  of  Java, 
Sun's  hot  new  programming  lan- 
guage. "It's  kind  of  like  what 
Microsoft  says.  If  you  want  some- 
thing other  than  Windows,  you'll 
have  to  go  elsewhere." 

As  we  said,  this  is  a  gutsy  stance. 
Unlike  Microsoft,  which  has  some- 
thing approaching  monopoly  power 
in  some  of  its  businesses,  Sun  is  beset 
with  competition.  McNealy's  fierce 
anti- Microsoft  stance  is  religious.  At 
Sun's  campus  headquarters  in  Moun- 
tain View,  Calif,  emotions  run  high. 
"I  will  not  sell  nt!"  screams  Edward 
Zander,  head  of  Sun's  systems  divi- 
sion, as  a  Forbes  reporter  leaves  his 
office.  "No  Technology,"  he  calls  NT, 
which  stands  for  New  Technology. 

So  far  this  fiercely  independent 
stand  hasn't  seemed  to  hurt  Sun.  Not 
counting  a  nonrecurring  charge,  net 
earnings  increased  46%,  to  $476  mil- 
lion, on  sales  of  $7  billion  in  the  June 
1996  fiscal  year,  thanks  in  good  part 
to  the  explosion  in  client-server  com- 
puting and  in  the  Internet,  which 
makes  heavy  demands  on  servers. 

Sun  builds  workstations — which 
are  basically  souped  up  PCs — and 
servers — which  are  central  nodes  for 
networks — using  its  own  chips.  It 
delivers  the  machines  with  a  home- 
brewed version  of  Unix  called  Solaris. 
Sun  is  the  leading  Unix  workstation 
vendor.  So  who  needs  NT? 

Until  recently,  not  very  many 


Sun  Chairman 
Scott  McNealy 
A  mere  dealer 
for  mighty 
Microsoft 
and  Intel? 
No  way. 


people.  Early  versions  of  NT,  slow  and 
cumbersome,  were  not  hits  with  cor- 
porate computer  buyers.  But  Gates  is 
nothing  if  not  persevering,  and  the 
latest  NT  is  very  good.  Database  ven- 
dors such  as  Oracle  and  SAP  are 
making  their  applications  compatible 
with  NT.  International  Data  Corp., 
the  market  research  firm,  calculates 
that  363,000  NT-equipped  servers 
were  sold  last  year,  triple  the  1994 
volume.  Shipments  of  Unix  servers, 
in  contrast,  increased  onlv  4.5%,  to 
482,000,  in  1995.  IDC  expects  NT 
shipments  to  surpass  those  of  Unix 
by  the  end  of  1996.  In  short,  Sun, 
while  immenselv  successful,  seems  to 
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Sun  servers 
You  can  have  any 
operating  system 
you  want,  as  long 
as  it's  Unix. 


have  limited  itself  to  the  slower-grow- 
ing part  of  the  server  market. 

The  reason  for  the  growth  of  NT  is 
simple.  For  databases  and  for  general 
application  purposes,  like  Lotus 
Notes,  NT  running  on  Intel  chips  is 
cheaper.  An  entry-level  Sun  server 
costs  $7,500;  an  NT  server  made  by 
Hewlett-Packard  using  Intel  chips 
goes  for  $4,260.  Among  NT's  recent 
converts  are  Federated  Department 
Stores,  Union  Carbide  and  Merrill 
Lynch.  Unix  still  wins  out  in  high- 
end  applications,  such  as  billing  and 
inventory  tracking,  but  these  account 
for  only  5%  to  10%  of  the  server 
market. 

Instead  of  clinging  to  its  propri- 
etary systems  and  fighting  NT, 
Hewlett-Packard  has  embraced  it. 
"The  real  issue  was  that  we  would  be 
able  to  offer  customers  a  Rill  range  of 
solutions,"  says  James  McDonnell,  a 
marketing  executive  at  hp.  If  the  cus- 
tomer wants  Unix,  HP  can  offer  it;  if 
the  customer  wants  NT,  it  can  offer 
that,  too. 

Is  HP  cannibalizing  its  Unix  sales? 
Yes,  but  it  has  decided  that  it  would 
rather  cannibalize  than  sacrifice  a  big 
part  of  the  potential  market.  Why 
end  up  like  Apple,  which  resisted 
making  its  Macintosh  operating 
system  Intel-compatible,  or  like  Dig- 
ital Equipment  Corp.,  which  thought 
its  VMS  operating  system  was  superior 
to  Unix? 

McNealy  sees  things  differently. 
"They  [hp]  are  going  to  become  a 
dealer  for  Intel/Microsoft,"  sniffs 
McNealy,  who  uses  car  lingo  learned 
at  the  knee  of  his  father,  a  former  vice 
chairman  of  American  Motors. 
"What  we've  decided  not  to  do  is 
become  a  general  purpose  car  dealer, 
selling  Fords,  Chevys  and  Toyotas," 
he  says.  "We  like  the  fact  that  we  own 
our  intellectual  property;  we  own  our 
microprocessors  and  our  operating 
system."  Yet  McNealy  made  a  for- 
tune preaching  open  systems  and 
wooing  customers  from  proprietary 
dec  and  others.  For  now,  he  can 
afford  to  take  an  exclusive  position 
because  the  overall  business  is  so 
strong.  Some  observers  predict  he 
will  in  time  back  away  from  his  NT — 
never  policy.  Not  even  a  brilliant  suc- 
cess like  Sun  can  ignore  that  basic 
maxim  of  merchandising:  Give  the 
customer  what  she  wants.  WU 
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In  the  past  few  years  Black  &  Decker  seems  to  have  made 
a  spectacular  turnaround.  But  there's  a  darker  side  to  the  picture. 

Cut-and-build 
Archibald 


By  Matthew  Schifrin 

Joseph  Galli,  president  of  Black  &  Decker's 
global  power  tool  business,  went  to  the 
Olympics  this  summer,  but  not  the  Olympics 
you  probably  watched  on  TV.  This  one  was  in 
Kansas  City  in  late  June:  the  Vocational  & 
Industrial  Clubs  of  America  Olympics.  That's 
where  the  most  talented  trade  school  students  in 
the  country  frame  houses,  wire  circuits  and  fix 
car  engines  for  gold  medals.  It's  prime  Black  & 
Decker  territory. 

Black  &  Decker's  banners,  displays,  employ- 
ees and  power  tools  seemed  to  dominate  Kansas 
City's  Kemper  arena.  Galli  mingled  with  the 
teenagers  and  gave  a  motivational  speech  to  the 
aspiring  plumbers,  carpenters  and  electricians — 
his  future  customers. 

A  few  days  later,  on  a  sweltering  morning  in 
Charlotte,  N.C.,  Galli  is  touring  Home  Depot, 
Lowe's  and  W.W.  Grainger  stores,  wearing  a 
yellow-and-black  polo  shirt  bearing  the  compa- 
ny's hottest  logo,  DeWalt  power  tools.  He  drives 
a  macho  yellow-and-black,  DeWalt-stamped 
Dodge  pickup  truck.  There's  a  logo  emblazoned 
on  the  truck's  roof.  On  the  roof?  Who  knows? 
The  truck  might  pass  potential  customers  work- 
ing on  high  ladders  or  rooftops. 

Clearly,  Joe  Galli  is  not  a  desk-bound  execu- 
tive. He's  responsible  for  $2.8  billion  of  Black  &: 
Decker's  $4.8  billion  in  revenues — not  just 
power  tools  but  also  outdoor  products  like 
hedge  trimmers  and  electric  mowers,  and  the 
housewares  business  outside  of  the  U.S.  The 
division  operates  in  100  countries  and  employs 
some  14,000  people,  nearly  half  of  the  compa- 
ny's 29,300  employees. 

Joe  Galli  is  just  38. 

He  reports  directly  to  Black  &  Decker's  chair- 
man, chief  executive  and  president,  Nolan 
Archibald — and  that  ma  he  the  hardest  part  of 
Galli's  job.  There  are  let:      big  egos  among  the 


people  who  head  U.S.  industry,  but  few  are  more 
expansive  than  Archibald's.  When  Forbes  inter- 
viewed him  recently,  he  spoke  at  length  about  his 
"cut-and-build"  management  philosophy  and 
brought  out  an  organizational  chart  showing  all 
of  the  company's  divisions.  But  there  was  only 
one  person's  name  on  the  chart:  Nolan 
Archibald.  No  division  head  was  named. 

"There  is  only  one  guy  in  Black  &  Decker  and 
that  is  Nolan  Archibald,"  says  a  now-departed 
vice  president.  Having  done  our  homework,  the 
Forbes  team  already  knew  that  Joe  Galli  was  the 
key  man  in  the  company.  Yet  it  took  repeated 
requests  before  Archibald  would  agree  to  let  us 
interview  Galli.  An  intensely  competitive  6-foot-5 
former  college  basketball  star,  Archibald  clearly 
wants  the  limelight  for  himself. 

Large  egos  are  not  necessarily  a  disadvantage. 
They  often  come  with  talent.  But  Black  & 
Decker  has  paid  a  high  price  for  Archibald's  ego. 
Except  for  a  handful  of  people  like  Joe  Galli,  the 
company  is  thin  in  its  top  management  ranks. 
Executive  after  executive  has  given  up  and  moved 
on  to  do  well  at  another  company,  including 
three  chief  executives:  George  Sherman  of  Dana- 
her  Corp.,  Michael  Hammes  of  Coleman  Corp. 
and  Gary  DiCamillo  of  Polaroid  Corp. 

One  man  Archibald  better  not  lose  is  Joe  Galli. 
His  troops  worship  him.  "Joe  is  a  visionary,"  says 
Rick  Read,  a  26-year-old  Black  &  Decker  sales 
rep.  "We  just  feed  off  his  energy  every  time  we 
see  him."  Read  is  a  recent  graduate  of  Auburn 
Lmiversity  who  served  for  two  years  as  a  field 
artillery  lieutenant  in  the  Alabama  National 

Black  &  Decker's  chairman,  CEO  and  president, 
Nolan  Archibald 

He'll  cut  down  to  size  anyone  who  casts  a  shadow 
on  his  limelight. 
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Guard.  He  is  typical  of  Galli's  dedi- 
cated recruits,  gung  ho  jocks  and  fra- 
ternity and  sorority  leaders  from  mid- 
western  and  Southern  campuses. 
Read  got  his  start  on  one  of  Galli's 
"swarm  teams,"  an  elite  group  of 
young  marketers  who  throw  Tupper- 
ware-style  tool  parties  for  contractors. 
He  now  gets  to  drive  a  company- 
leased  yellow  DeWalt  Chevy  Blazer  to 
service  33  Lowe's  stores  in  the  west- 
ern half  of  North  Carolina. 

In  the  last  four  years  Galli's  team 
has  recaptured  the  professional  power 
tool  market  from  Japanese  and 
German  brands  like  Makita  and 
Bosch.  Black  &  Decker's  share  of  the 
domestic  professional  power  tool 
business  has  climbed  from  8%  in 

1991  to  over  40%  in  1995.  Along  the 
way,  Galli  resurrected  a  dormant 
brand  called  DeWalt,  and  created  a 
whole  new  high-margin  franchise, 
which  has  grown  from  less  than  $30 
million  in  1992  to  over  $500  million 
in  annual  revenues  this  year. 

As  recently  as  1989  Black  & 
Decker  was  in  deep  trouble,  thanks  in 
good  part  to  Archibald's  ill-timed 
and  expensive  purchase  of  Emhart 
Corp.,  a  maker  of  locks,  taps  and 
high-tech  software.  Archibald  was 
after  Kwikset  locks  and  Price  Pfister 
faucets  because  they  fit  well  with 
Black  &  Decker  power  tools,  which 
were  sold  to  the  same  customers. 

It  was  one  of  those  highly  lever- 
aged deals  typical  of  the  1980s,  but 
very  late  in  the  game.  The  $2.8  bil- 
lion acquisition — entirely  for  cash — 
increased  debt  from  $500  million  to 
$4  billion,  85%  of  total  capital.  In 

1992  Black  &  Decker  lost  $95  mil- 
lion pretax  and  was  scrambling  to 
amend  its  debt  covenants. 

What  saved  it  was  the  turnaround 
in  the  power  tool  division.  In  1995 
the  company  earned  $224  million 
after  taxes,  and  debt  had  declined  to 
$2.4  billion,  62%  of  capitalization. 
Earnings  rose  again — 38%,  to  $83 
million — in  the  first  half  of  1996. 
Analysts  expect  free  cash  flow  to  hit 
$100  million  for  the  year,  and  pretax 
earnings  to  grow  at  20%  per  year. 
The  divisions  run  by  Joe  Galli 
accounted  for  nearly  60%  of  Black  & 
Decker's  revenues  and  about  half  of 
operating  income.  European  opera- 
tions, which  were  just  given  to  Galli 
to  fix,  added  little  to  earnings. 
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In  a  business  where  existing  prod- 
ucts quickly  become  commodities, 
Black  &  Decker  has  produced  a 
steady  stream  of  new  products,  from 
Dustbuster  portable  vacuums  in  the 
1970s  to  "spacemaker"  kitchen  appli- 
ances— cupboard-mounted  cof- 
feemakers,  mixers,  etc. — in  the 
1980s,  and  the  cordless,  rechargeable 
screwdriver  in  1987.  Most  recently  it 
became  the  largest  maker  of  flash- 
lights when  it  introduced  SnakeLight 
flexible  flashlights  in  late  1994.  Black 
&  Decker's  name  is  so  well  known 
that  people  in  the  United  Kingdom 
refer  to  home  improvement  projects 
as  "Black  &  Deckering". 

At  age  53  Archibald  likes  to  com- 
pare himself  to  the  chief  executives  of 
other  great  marketing  companies. 
"Just  as  3M  is  unique  and  just  as  a 
Gillette  and  Emerson  Electric  is 
unique,  I  think  we're  unique  also," 
he  says.  The  "we"  he  uses  is  a  royal 
"we."  Chief  executives  of  these  com- 


panies fill  annual  reports  with  pictures 
of  and  references  to  fellow  executives. 
Black  &  Decker's  annual  reports  pic- 
ture only  one  executive  and  scarcely 
mention  other  names. 

Still,  Black  &  Decker's  recruitment 
and  training  programs  are  world 
class.  "Nolan  [Archibald]  is  great  at 
recruiting  people,"  says  Ferd  Nad- 
herny,  a  senior  managing  director  for 
the  executive  search  firm  Russell 
Reynolds.  "He  gives  them  lots  of 
responsibility,  so  it  is  a  great  stepping- 
stone  for  them."  The  headhunter  has 
every  reason  to  be  delighted  with 
Archibald's  temperament;  it  provides 
him  with  more  spaces  to  fill. 

Just  a  few  years  after  Archibald 
took  over  the  company  a  decade  ago, 
senior  executives  began  fleeing  to 
other  companies.  In  1986  Archibald 
courted  and  then  recruited  George 
Sherman  from  Emerson  Electric's 
Skilsaw  division.  Sherman  turned 
around  Black  &  Decker's  core  power 


Joseph  Galli,  Black  &  Decker's  president  of  Worldwide  Power  Tools 
Archibald  had  better  not  iose  him. 


tool  operations  in  the  late  1980s.  But 
in  1990  Sherman  left  to  run  Danaher 
Corp.,  a  maker  of  hand  tools. 

Sherman's  successor,  Michael 
Hammes,  was  brought  in  from 
Chrysler.  He  helped  oversee  the 
tremendously  successful  introduction 
of  DeWalt,  and  rose  to  become  vice 
chairman  and  a  director  of  Black  & 
Decker.  Hammes  quit  in  1993  to  run 
Coleman  Corp.,  the  maker  of  camp- 
ing equipment. 

Last  year  Black  &  Decker  lost 
Hammes'  successor,  Gary  DiCamillo, 
who  quit  to  become  chief  executive 
of  Polaroid  Corp. 

So  far  this  year  Black  &  Decker  has 
lost  two  senior  executives:  Steven 
Simms,  who  ran  its  high-margin 
power  tool  accessories  division  and, 
most  recently,  Don  Graber,  head  of 
the  company's  $846  million  house- 
hold appliance  division.  Graber  was 
responsible  for  launching  Black  & 
Decker's  current  hot  product,  Snake- 
Light,  a  flexible  flashlight  that  sells 
for  about  five  times  the  price  of  a  reg- 
ular flashlight. 

Toughness  is  a  desirable  trait  in  a 
chief  executive.  Arrogance  is  not. 
Every  six  months  the  seven  heads  of 
Black  &  Decker's  operating  divisions 
meet  in  the  company's  conference 
room  in  the  Towson,  Md.  headquar- 
ters. Archibald  bluntly  orders  those 
who  haven't  met  their  cash  flow  or 
profitability  numbers  to  line  up  on 
the  right  side  of  the  room;  the  ones 
who  have,  stand  on  the  left.  The 
right-siders  must  do  a  kind  of  confes- 
sion of  sins  in  which  they  explain  why 
they  haven't  met  their  numbers. 
"They  hate  being  over  on  the  right," 
says  Archibald  with  a  grin.  "We" — 
the  royal  we  again — "think  this  kind 
of  peer  competition  is  motivational." 

He  seems  to  think  that  humiliating 
executives  is  motivational.  According 
to  one  account,  Archibald  once 
abruptly  excused  himself  in  the  midst 
of  discussions  about  selling  a  Black  & 
Decker  division,  boarded  the  compa- 
ny jet  and  flew  home  for  a  basketball 
game,  leaving  his  managers  in  a 
remote  part  of  Long  Island  without 
transportation  or  lodging.  He  is  by 
far  the  most  frequent  user  of  the 
company's  Falcon  900  jet.  Division 
heads  fly  commercial. 

Nolan  Archibald,  a  native  of 
Ogden,  Utah,  graduated  from  Utah's 
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Weber  State  as  an  Ail-American  bas- 
ketball player,  and  went  to  the  Har- 
vard Business  School.  While  his  class- 
mates interned  with  consulting  firms 
and  investment  banks  between  their 
first  and  second  years,  Archibald 
tried,  and  failed,  to  earn  a  spot  with 
the  Chicago  Bulls.  Graduating  from 
Harvard  in  1970,  Archibald  went  to 
Conroy  Inc.,  maker  of  Airstream 
motor  homes  and  Sno  Jet  snowmo- 
biles, climbed  rapidly  as  a  marketing 
manager,  then  went  to  Beatrice. 
There  he  jumped  from  division  to 
division  until  he  ran  its  consumer 
durables  group,  including  Culligan 
Water  and  Samsonite  Luggage. 

In  1985  Archibald  joined  Black  & 
Decker  as  president  and  chief  operat- 
ing officer  under  Chairman  and  Chief 
Executive  Laurence  Farley.  Black  & 
Decker  had  been  floundering  since 
Alonzo  Decker  Jr.  stepped  down  as 
chief  executive  in  1975.  Archibald 
quickly  showed  his  skill  at  playing 
hardball.  According  to  former  execu- 
tives, just  six  months  into  the  job  he 
informed  the  board  that  he  and  the 
team  he  had  assembled  would  leave  if 
he  wasn't  made  chief  executive.  Out 
went  the  man  who  had  hired  him, 
Laurence  Farley.  Archibald,  then  42, 
was  made  chief  executive. 

Archibald  began  swinging  the  ax, 
and,  from  1985  to  1987,  2,700 
employees  were  fired.  Thousands 
more  took  pay  cuts.  The  company 
began  turning  around,  although  a 
weak  dollar,  which  stimulated  foreign 
business,  was  a  major  cause  of  it. 

Determined  to  show  that  he  could 
build  as  well  as  cut,  Archibald  made 
a  dumb  move.  After  losing  a  bidding 
war  to  take  over  American  Standard 
in  1988,  Archibald  bought  a  compa- 
ny that  was  larger  than  $2.3  billion 
(revenues)  Black  &  Decker  itself,  the 
$2.7  billion  revenues  Emhart  Corp. 
He  was  paying  top  dollar  at  a  time 
when  the  takeover  boom  of  the 
1980s  had  crested.  The  deal  put  over 
$2  billion  in  goodwill  on  Black  & 
Decker's  books  and  increased  debt  to 
over  $4  billion  just  before  the  credit 
markets  were  about  to  contract 
severely  With  the  exception  of  a  few 
businesses  like  Price  Pfister  faucets 
and  Kwikset  locks,  which  represented 
just  $600  million  in  sales,  Emhart 
made  no  sense  for  Black  &  Decker. 
Several  of  its  subsidiaries  were  quick- 


ly placed  on  the  block. 

Suddenly  the  national  mood 
changed.  The  junk  bond  market  went 
into  the  tank.  Highly  leveraged  com- 
panies went  into  the  doghouse.  Black 
&  Decker  stock  slumped  from  a  pre- 
acquisition  25  to  8.  Archibald  had  to 

Toughness  is  desirable  in 
chief  executives.  Arrogance 
is  not.  Archibald  seems  to 
think  that  humiliating 
executives  is  motivational. 


scramble  to  keep  the  company  sol- 
vent. In  this  he  leaned  heavily  on  his 
chief  financial  officer,  Stephen  Page. 
The  job  done,  Page,  too,  departed. 
He  is  now  chief  financial  officer  of 
United  Technologies. 

But  it  was  Joe  Galli  and  power 
tools  that  saved  the  day.  The  division 
revived  an  old  name — DeWalt  power 
tools — for  selling  at  premium  prices 
in  home  supply  centers  like  Home 
Depot,  but  not  at  mass  merchants. 
He  all  but  abandoned  the  Black  & 


Decker  name,  which  had  become 
cheapened.  DeWalt  has  recaptured 
the  U.S.  professional  tool  market 
from  the  Japanese,  although  it  has  yet 
to  make  a  dent  in  overseas  markets. 
"It  was  a  textbook  example  of  under- 
standing what  the  customer  wants 
and  putting  it  together,"  says  Har- 
vard Business  School  marketing  pro- 
fessor Robert  Dolan,  who  created  a 
case  study  on  DeWalt. 

No  question:  In  certain  fields, 
Black  &  Decker  is  a  superior  compa- 
ny. Using  so-called  fusion  cells  that 
team  up  employees  from  marketing, 
sales,  manufacturing,  engineering  and 
finance,  Black  &  Decker  continually 
introduces  a  wide  array  of  new  prod- 
ucts. There  are  newly  designed  saw 
blades  that  are  less  likely  to  break 
teeth  on  nails,  and  lightweight  indus- 
trial hammer  drills  called  Macho. 

SnakeLight,  essentially  a  flashlight 
attached  to  a  flexible  base,  was  invent- 
ed after  an  employee  witnessed  his 
plumber  working  under  a  sink  hold- 
ing his  flashlight  with  his  chin.  Snake- 
Light  probably  accounted  for  $150 
million  in  revenues  last  year  and  was 
the  primary  reason  Black  &  Decker's 
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Black  &  Decker  research  and  development  "fusion  cell" 

Despite  turmoil  above,  there  is  plenty  of  innovation  from  below. 


$846  million  household  products 
division  was  profitable.  The  flexible 
SnakeLight  has  spawned  an  automo- 
bile version,  as  well  as  a  SnakeFan. 

Another  potential  winner  is  Ver- 
saPak,  a  new  compact  interchange- 
able battery  system  that  fits  cordless 
Black  &  Decker  tools  and  household 
appliances.  Next  year  the  company 
plans  to  introduce  dozens  of  new 
products,  including  Scumbuster,  a 
cordless  bathroom  cleaner,  and  an 
18 -volt  cordless  reciprocating  saw. 

This  constant  stream  of  product 
offerings,  plus  aggressive  marketing, 
has  given  the  company  leadership  in 
a  number  of  its  markets. 

Black  &  Decker,  moreover,  has 
excellent  prospects  overseas,  where 
Joe  Galli  now  spends  most  of  his 
time,  attempting  to  transport  his 
gung  ho  sales  culture  there.  He's 
introducing  his  first  European 
"swarm  teams"  of  marketers  in  Spain, 
with  characteristic  vellow-and-black 
Range  Rover  Defenders.  "I  was  just 
at  a  hardware  store  in  Prague  and 
you  should  have  seen  it,"  says  an 
ever-enthusiastic  Galli  from  a 
London  outpost.  "They  have  huge 


infrastructure  needs,  and  we  are  sell- 
ing tools  like  popcorn.  Power  tools 
are  going  to  explode  here."  They'd 
better.  Black  &  Decker's  overseas 
sales  accounted  for  half  the  compa- 
ny's revenues  last  year,  but  less  than 
30%  of  its  operating  income. 

Nolan  Archibald  has  much  to  his 
credit.  He  recognized  and  promoted 

Galli  spends  most  of  his  time 
transporting  his  gung  ho 
sales  culture  overseas. 
Says  he,  'Tower  tools  are 
going  to  explode  there." 


Joe  Galli  and  gave  him  his  head,  and 
he  supported  the  innovations  that 
have  kept  the  company  at  the  fore- 
front of  the  power  tool  and  acces- 
sories businesses.  However,  when 
you  balance  against  this  the  badly 
timed  Emhart  acquisition,  the  hem- 
orrhaging of  executives  and  the  over- 
all financial  results,  Archibald  scores 
far  less  well. 

Let's  look  at  the  big  picture.  Man- 


agement at  the  top  is  thin.  Joe  Galli 
is  an  exceptional  performer,  but  it 
remains  to  be  seen  whether  he  can 
survive  Archibald's  overbearing  ego. 

There  are  financial  questions,  too. 
The  company's  books  show  that  in 
1995  it  had  $188  million  in  deferred 
tax  allowances,  including  $116  mil- 
lion in  net  operating  loss  carryfor- 
wards. These  deferrals  have  allowed 
Archibald  to  hold  Black  &  Decker's 
effective  tax  rate  to  4%  last  year.  In 
1998,  after  those  benefits  are  likely  to 
have  been  used  up,  the  tax  rate 
should  climb  back  to  the  40%  corpo- 
rate rate.  This  will  eat  up  a  lot  of  any 
gain  in  operating  profits. 

Black  &  Decker  stock  has  per- 
formed very  well  in  the  past  two 
years,  rising  from  22%  to  39!4,  but 
over  the  full  span  of  Archibald's  reign 
it  has  been  a  mediocre  performer, 
gaining  81%  in  a  decade  when  the 
s&P  500  gained  173%. 

Financially,  Nolan  Archibald  has 
done  a  lot  better  than  his  sharehold- 
ers. Shrewdly  timing  the  grant  of 
stock  options  to  the  collapse  and  sub- 
sequent recovery  of  the  stock,  he  has 
made  a  killing.  Of  his  nearly  $50  mil- 
lion worth  of  options,  the  over- 
whelming proportion  were  granted, 
not  when  he  took  over,  but  at  the 
low  point  in  the  company's  fortunes 
in  1991  and  1992— when  Black  & 
Decker  stock  was  just  beginning  to 
recover  from  its  lows.  Archibald 
received  1 .6  million  options  at  strike 
prices  averaging  from  $15.92  to 
$20.88  per  share. 

Had  the  options  been  granted  at 
the  time  he  took  on  the  Emhart  deal, 
the  strike  price  would  have  been  a 
good  deal  higher.  To  say  the  least,  his 
timing  was  excellent. 

Did  other  executives  also  benefit? 
Not  much.  The  next-highest  manag- 
er, Joe  Galli,  has  options  worth  $3 
million.  Archibald  is  now  the  largest 
insider  shareholder,  with  2.4%  of  the 
stock  owned  or  under  option. 
Alonzo  Decker  Jr.,  the  son  of  the 
company's  founder,  has  stock  worth 
just  $13  million.  Archibald  paid  him- 
self nearly  $4  million  last  year.  The 
next-highest  executive,  Joe  Galli,  got 
less  than  $800,000. 

Black  &  Decker  may  indeed  be  a 
genuine  growth  company,  but  that 
may  be  in  spite  of  Nolan  Archibald 
rather  than  because  of  him.  H 
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PEOPLE. 

PERFORMANCE 

PROFITS. 


^eamwork  increases  productivity. 


90%  of  American  workers  spend  at  least  part  of  their  day  in  a  team  situation, 
yet  only  about  half  received  any  formal  teamwork  training? 

30  proven  ways  to  increase  employee  performance. 

Our  practical  skills  development  elicits  quantifiable  results,  like: 

♦  Mutual  respect  to  enhance  teamwork 


In  the  past,  people  only  used  Dale  Carnegie  Training® 
or  public  speaking  or  sales  training.  That  was  then.  Today, 
»ur  proven  processes  develop  more  than  just  people,  they 
dvance  companies. 

Our  training  improves  company  profitability  by 
trengthening  teamwork  to  increase  employee  productivity. 
We  instill  the  confidence  and  self-esteem  that  enables 
ndividuals  to  build  trust  in  themselves  for  enhanced 
eadership,  selling  and  interpersonal  skills. 

Because  the  motivation  is  intrinsic,  teams  turn  ideas  into 
ctions,  productivity  rises  and  achievement  is  continuous. 
Everyone  wins...  your  employees  achieve  their  professional 
nd  personal  best,  your  customers  get  better  service  and  your 
ompany  keeps  growing  stronger. 


]omc  visit  our  Web  site  at  http://www.dale-carnegie.com 

Based  on  national  surveys  conducted  by  Dale  Carnegie  Training. 
Copyright©  1996  Dale  Carnegie  or.  Associates,  Inc.  All  rights  reserved. 


♦  Selling  Skills  to  build  relationships 

♦  Leadership  Skills  to  promote  accountability 

♦  Time  Management  to  increase  productivity 

♦  Effective  Communication  for  improved  relations 

With  Dale  Carnegie  Training,  there  is  nothing  between 
your  company  and  success.  Call  1-800-231-5800  ext.202 

today  for  more  information. 


Dale  Carnegie® 
Training 


People.  Performance.  Profits. 


EPSON 

Stylus  \ 


Rt  Photo  Quality 

With  720  x  720  dpi  your  documents 
won't  just  be  smart,  they'll  be  brilliant 


The  future  is  looking  bright.  Brilliant,  actually, 
with  the  EPSON  Stylus, Color  500  ink  jet  printer 
Imagine.  720  x  720  dpi  for  true  Photo  Quality 
color.  Laser-quality  black  text.  Dazzling  color 

printing  at  fast  print  speeds  on  virtually  any  media.  And  simple  start-up  with 
our  Easy  Setup  software.  With  our  free  award-winning  BHI  (loaded  with 
full-version  Adobe  and  Sierra  software),  you  can  create  striking  presentations 
and  reports  for  work.  Or  birthday  cards  and  banners  for  fun.  All  with  a  two-year 


CALL  1  800  CO  EPSON 


ASK  FOR  OPERATOR  3100 


warranty  for  just  $289  (not  bad,  since  the  Color  Pak's  worth 


up  to  $299  alone).  Visit  us  at  http://www.epson.com  for  even  more  reasons  why  the 
EPSON  Stylus,.  Color  500  is  truly  ahead  of  the  competition.  And  ahead  of  its  time. 


Laser  f\ 

Quality  fup. ' 


Black  text  that 
won't  break  up- 
even  when  it's 
blown  up.  See? 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


COLOR." 


If  you  think  Europe's  proud  old  companies  are  slow 
and  stodgy,  you  haven't  looked  at  Swedish  bearing- 
maker  skf  lately. 


Good 
bearings 


By  Howard  Banks 

In  April  1995  Peter  Augustsson,  an 
engineer  formerly  with  Volvo, 
became  chief  executive  at  Swedish 
bearingmaker  AB  skf.  He  was  just 
40 — remarkably  young  for  the  head 
of  a  major  European  company.  He 
took  over  at  a  comfortable  time. 
After  less  than  a  year  on  the  job  he 
was  able  to  report  alltime  record 
earnings  for  last  year — sluggish  for 
many  big  European  companies.  SKF 
earned  a  record  $510  million,  pretax, 
on  sales  of  $5.1  billion — a  pleasing 
10%  net  return  on  revenues. 

But  Augustsson  is  smart  enough  to 
know  he  has  litde  to  feel  complacent 
about.  In  dieory,  skf,  wirii  its  20,000 
different  types  of  bearings  and  facto- 
ries in  20  countries,  is  global.  In  fact, 
almost  60%  of  skf's  sales  still  come 


from  Europe,  and  sluggish  demand 
there  suggests  that  this  year's  results 
will  be  much  weaker.  Knowing  that 
he  may  be  in  the  top  job  for  a  long 
time,  he  has  to  worry  a  great  deal 
about  the  future. 


A  high  priority,  of  course,  is  to 
reduce  SKF's  dependence  on  Europe. 
Augustsson  is  working  to  boost  sales 
in  the  U.S.  and  in  Asia.  The  U.S. 
accounts  for  fully  one-third  of  world 
demand  for  bearings,  yet  where  SKF 
has  a  30%  share  of  the  bearing  market 
in  Europe,  it  has  a  mere  12%  share  in 
North  America,  where  skf  is  a  distant 
third  to  Timken  (with  an  estimated 
20%  share)  and  close  in  market  share 
to  second-place  Torrington,  a  divi- 
sion of  Ingersoll-Rand. 

skf's  particular  weakness  here  is  in 
the  car  and  truck  business.  In  the 
U.S.  automotive  industry,  skf's  share 


The  world's  first  self- 
aligning  ball  bearing 
(top  left);  SKF's  new 
compact  bearing 
The  sketch  that 
got  SKF  started  in 
1907  and  the  next 
century's  bearing. 


SKF  Chief  Executive 
Peter  Augustsson 
Launching  the 
second  makeover 
of  the  bearing- 
maker  in  25 
years. 
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Po  day,  efficient 
electrically  powered 
vehicles  keep  people 
and  products  moving. 
Without  compromising 
speed,  convenience 
or  the  well-being  of 
the  environment. 
■  Electric  trains,  cars, 
vans,  subways  and  industrial  vehicles  produce  no  emissions. 
They  cut  air  and  noise  pollution  significantly.  And,  even 
considering  the  energy  needed  to  power  them,  they  use 
half  the  resources  of  traditional  vehicles.  ■  Plus,  electric- 
cars  offer  brisk  acceleration  and  highway  speeds. 
Their  100-mile  range  can  accommodate  the  commuting 
needs  of  most  Americans.  Recharging  times  are  as 
short  as  15  minutes.  And  when  mass  produced,  they  will 
be  as  affordable  as  regular  cars.  ■  Electric  transportation 
is  no  mere  pipe  dream.  It's  here  and  it  works.  And 
it's  going  to  help  us  all  keep  moving  and  breathing  easier. 


Electricity 


The   power   to   make   life  better 


©  Edison  Electric  Institute  ,1996 


Magnus  Kellstrom, 
inventor  of  the  new 
CARB  bearing 
Begun  to  solve  a 
problem  in  paper 
mills,  CARB's 
major  use  wilt 
probably  be 
in  auto 

transmissions. 


of  the  original-equipment  bearing 
orders  is  barely  6%,  and  a  bit  more  in 
replacement  bearings.  Tom  John- 
stone, the  head  of  skf's  Automotive 
Bearing  Division,  confidently  predicts 
that  skf's  sales  to  U.S.  car-  and  truck- 
makers  will  double,  to  $800  million, 
within  the  next  four  years.  In  late 
1995  Johnstone  landed  a  big  contract 
with  Rockwell  to  supply  a  new  and 
much  more  profitable  kind  of  hub 
unit  bearing  for  trucks,  skf  is  build- 
ing a  $123  million  factory  at  Aiken, 
S.C.  to  make  this  product,  which  will 
be  shipped  worldwide. 

skf  is  investing  heavily  in  its  other 
U.S.  bearings  plants,  too.  These  are 
in  Kentucky,  Pennsylvania  and  Geor- 
gia. To  be  handy  to  U.S. -based 
automakers,  skf  is  adding  an  $8  mil- 
lion technical  center  in  Michigan. 

In  Japan,  home  to  such  bearing- 
makers  as  Minebea  and  nsk,  skf  is 
hardly  a  factor  now,  with  a  market 
share  of  just  1%.  There  probably  isn't 
much  Augustsson  can  do  to  crack 
open  the  Japanese  market,  but  in 


other  parts  of  Asia,  where  the  playing 
field  will  be  much  more  level,  skf  is 
investing  heavily.  It  has  built  bearing 
factories  in  Thailand,  Malaysia, 
Indonesia  and  South  Korea,  where 
the  Swedes  are  investing  $23  million 
in  a  joint  venture  to  make  hub  units 
for  cars  with  Hanwha  Machinery  Co. 

To  spread  his  capital-spending 
dollar,  Augustsson  has  budgeted 
$350  million  for  1996 — skf  ships 
older  machines  that  have  become  sur- 
plus in  its  European  factories  to  Latin 
America,  India  and  South  Africa. 

Eastern  Europe  is  another  skf 
target.  Last  year  the  company  bought 
80%  of  the  big  Polish  bearingmaker 
flt  Poznan  as  the  start  of  a  push  to 
the  east — Russia's  auto  industry  is  in 
dire  need  of  Western  automotive 
components  (Forbes,  Aitg.  26, 1996). 

China?  Lots  of  potential  there, 
sighs  Augustsson,  but  "a  long  slow 
process"  to  realize  it.  skf  is  getting  its 
feet  wet  with  two  joint  ventures,  one 
with  Shanghai  Bearing  Corp.,  the 
other  with  a  subsidiary  of  China  Rail- 


ways. This  is  aimed  at  what  skf 
believes  will  become  an  important 
market — railway  bearings.  The  Chi- 
nese authorities  have  just  increased 
the  speed  limit  for  freight  trains  from 
28mph  to  almost  50mph.  That  will 
require  better  bearings  than  the  Chi- 
nese can  currently  make. 

On  the  new-product  front,  an 
especially  promising  skf  product  is 
the  compact  aligning  roller  bearing 
(CARB).  Designed  by  skf  engineer 
Magnus  Kellstrom,  the  CARB  com- 
bines the  most  useful  attributes  of 
several  different  bearing  types.  It  can 
take  high  loads  (of  the  cylindrical 
roller  bearing)  and  yet  can  stand 
being  misaligned  both  in  terms  of  the 
shaft  being  at  an  angle  and  when  the 
shaft  moves  laterally.  And  it  is  40% 
smaller  than  a  comparable  bearing  for 
the  same  load  requirements,  making 
it  very  attractive  to  the  automakers. 
Production  of  carbs  will  begin  in 
skf's  Goteborg  plant  by  mid- 1997. 

Then  there  is  what  SKF  calls  Chan- 
nel Manufacture.  This  organizes  a 
group  of  machine  tools  in  the  order 
needed  to  make  a  bearing,  not  in  the 
traditional  way  around  a  function, 
such  as  grinding  or  turning.  Since  die 
introduction  of  Channel  Manufacture 
in  1991,  skf's  lead  times,  from  start- 
ing to  cut  the  raw  material  to  a  fin- 
ished bearing,  will  have  dropped  from 
110  days  to  22  days  by  the  end  of 
this  year.  Company  engineers  have 
now  devised  heat  treatment  furnaces 
small  enough  to  fit  in  each  Channel. 
This  will  save  the  time  taken  to  move 
parts  to  and  from  the  heat  treatment 
shop,  further  cutting  lead  times. 

Another  result:  Inventories  have 
declined  from  around  33%  of  sales  to 
24%,  with  further  declines  to  come. 
This  saves  money,  of  course,  but — 
equally  important — it  increases  skf's 
manufacturing  flexibility  and  ability 
to  meet  its  customers'  demands. 

Channel  also  enables  skf  to  give  its 
work  force  more  flexibility.  Each 
plant  uses  45  people,  including  super- 
visors, who  divide  into  four  groups, 
but  the  machines  work  only  three 
long  shifts  a  day,  with  the  exception 
of  the  Friday  and  Saturday  night 
shifts.  With  this  kind  of  scheduling, 
every  four  weeks  one  of  the  four 
groups  gets  an  extra  week  off. 

Imaginative  and  creative  changes  in 
labor  practices  are  high  on  Augusts- 
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You  don't  need  a  computer.  Or  a  calculator. 
Or  even  a  sharp  pencil. 

This  one  you  can  figure  in  your  head. 

Because,  fact  is,  the  new  Citation  Bravo  cruises 
faster,  climbs  higher,  offers  more  passenger  comfort 
and  leading-edge  technology  than  any  other  simi- 
larly priced  jet  or  turboprop  manufactured  today. 

Which  makes  the  number-crunching  all  very  simple. 

The  Bravo  flies  up  to  125  mph  faster  and  two  miles 
higher  than  the  best-selling  turboprop.  It  has  a  range 
over  1,600  statute  miles,  carrying  six  passengers  and 
IFR  reserves.  It  features  rugged  trailing-link  gear  for 
softer  landings;  an  airstair  entry  for  easier  boarding; 


three  8  x  7- inch  EFIS  tubes,  including  pilot's  and 
copilot's  Primary  Flight  Displays,  plus  a  Multi-Function 
Display;  and  new-generation  Pratt  &  Whitney  530A 
engines  for  more  power  on  less  fuel  than  earlier  versions. 

Better  yet,  Bravo  costs  less  to  operate  and  maintain 
than  any  comparably  sized  new  turboprop  or  light  jet. 
And  Cessna  will  guarantee  that  in  writing. 

So,  add  it  up.  Then  go  with  the  numbers.  Starting 
with  those  that'll  connect  you  to  Roger  Whyte, 
Vice  President,  Worldwide  Sales, 
at  1-800-4- CESSNA. 


Citation  bravo 


Cessna 

A  Textron  Company 


"  Hey,  heard 
business  ph 
'Narrowcastim 
by  some  $2.3  b 


jitroducing  Viad  Corp,  a  newly  formed 
entity  comprised  of  the  services  companies 
formerly  under  The  Dial  Coip  banner,  and  now 
being  traded  asVVI:NYSE.  Our  $2.3  billion  company 
is  anchored  in  a  leading  edge  business  philosophy 
called  "Narrowcasting" 

How  does  Viad  apply  Narrowcasting? 
Narrowcasting  is  defined  as  the  practice  of  aiming 
a  program  or  service  at  a  specific  audience  or  sales 
market.  Viad  Corp  is  first  to  pioneer  its  unique  application 
not  only  as  a  business  philosophy,  but  as  a  powerful 
strategy  for  future  growth. 

For  starters,  Viad  has  aligned  a  diverse  group  of  highly 
focused  companies,  all  leaders  in  their  respective 


Narrowcasting  is  defined  as  aiming  a  program  or  service  at  a  specific  aui\ 

industries.  In  the  tradeshow,  exposition  and  special  event 
industry,  GES  Exposition  Services  is  number  one.  This 
year,  they  were  selected  to  provide  certain  logistical  and 
asset  management  services  for  the  1996  Summer 
Olympic  Games.  And  their  sister  company  Exhibitgroup/ 
Giltspur,  an  innovator  in  design  and  fabrication  of 
blockbuster  exhibits  for  tradeshows  in  North  America, 
has  also  become  a  major  player  in  the  international 


out  that  new 
sophy  called 
)  eing  pioneered 


[ion  company? 
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narket.  Do  it  very  well  and  it  can  be  as  precise  and  artful  as  fly  fishing. 

ideshow  arena. 

Talk  about  Narrowcasting.  Dobbs  International  is  the 
rgest  provider  of  airline  services  in  the  U.S.  They  serve 
ore  than  50  U.S.  airports,  preparing  over  125  million 
eals  annually. 

Another  major  asset  in  Viad's  Narrowcasting  portfolio 
Minneapolis-based  Travelers  Express,  the  nation's 
ading  issuer  of  money  orders  and  a  major  processor  of 


official  checks  and  share  drafts  for  banks,  credit  unions 
and  in-person  utility  bill  payments. 

What  does  the  future  hold  for  Viad? 

We've  embraced  Narrowcasting  as  our  key  to  future 
growth.  If  you're  interested  in  our  concept  of  Narrow- 
casting  and  would  like  to  know  more,  write  us  at  Viad 
Corp,  Department  PR,  1850  N.  Central  Avenue, 
Phoenix,  Arizona  85077-2452.  Or  call  1-800-959-VIAD. 

We've  discovered  when  you  limit  the  scope,  not  the 
growth  of  your  company,  the  possibilities  are  limitless. 


VIAD 


The  Narrowcasting  Company 

http://www.viad.com 


A  proxy  for 
global  growth? 

GOTEBORG- BASED  SKE  is 

one  of  Sweden's  largest 
publicly  owned  compa- 
nies. Its  stock  trades 
actively  at  downtown 
Stockholm's  charming 
beige -stucco -and -glass 
stock  exchange  building, 
which  was  constructed  in 
1778.  Recent  price,  155.5 
Swedish  kronor  for  the 
Class  B  shares,  a  slight 
discount  for  the  some- 
what less  liquid  Class  A 
stock. 

The  U.S.  dollar  current- 


ly buys  6.63  kronor,  so  if 
you  buy  the  shares  in 
Stockholm  through  your 
U.S.  broker,  expect  to  pay 
about  $23.45  per  Class  B 
share,  plus  commissions. 

But  you  don't  have  to 
buy  the  stock  in  Stock- 
holm. SKF's  American 
Depositary  Receipts  trade 
on  Nasdaq  (the  sponsor  is 
Citibank).  Trading 
symbol:  skfry.  Average 
weekly  volume:  about 
25,000  shares.  Each  ADR 
represents  one  share  of 
SKF's  Class  B  stock. 
Today's  capital  markets 
are  so  efficient  that  SKF's 
ADRs  were  recently  trad- 


ing at  23% — within  32 
U.S.  cents  of  the  price 
back  in  Stockholm. 

As  a  proxy  for  industrial 
growth  around  the 
world — what  machine  can 
move  without  bearings? — 
SKF  is  an  attractive  invest- 
ment, especially  if  its 
young  chief  executive, 
Peter  Augustsson,  can 
reduce  its  dependence  on 
European  customers  and 
do  more  business  in  the 
U.S.  and  Asia  (see  story). 

The  stock  has  been 
strong  this  year,  climbing 
nearly  25%  since  January. 
Even  so,  it  now  sells  for 
just  9.5  times  this  year's 


estimated  earnings  and  at 
about  45%  of  revenues. 
Dividend  yield:  3.5%. 
These  valuations  are  quite 
similar  to  those  of  the 
Timken  Co.  of  Canton, 
Ohio.  With  Timken,  a 
U.S.  investor  bears  no  risk 
that  the  kronor  will  sud- 
denly plunge  in  value 
against  the  dollar.  This 
may  be  why  skf's  yield  is 
slightly  higher,  to  com- 
pensate for  this  currency 
risk.  On  the  other  hand, 
$2.2  billion  (sales) 
Timken  is  less  than  half  as 
big  as  skf  and  not  nearly 
as  global. 
-Lawrence  Minard  m 


son's  agenda.  He  has  proposed  that 
during  periods  of  strong  demand 
workers  be  paid  for  only  a  part  of 
their  overtime.  The  unpaid  overtime 
hours  will  be  banked  and  the  money 
used  to  keep  pay  at  a  basic  40  hours, 
even  if  production  is  cut  when  orders 
drop  off.  "We  have  to  move  away 
from  hiring  and  firing,"  he  explains. 

This  flexible-hours  program  is 
already  in  place  in  skf's  German 
plants  and  will  be  throughout 
Sweden  by  the  end  of  the  year.  It's 
under  discussion  with  local  unions  in 
skf  factories  in  places  as  far  apart  as 
Italy  and  Malaysia.  Unfortunately, 
U.S.  law  makes  it  unlikely  that  such 
an  innovative  system  can  be  used  in 


skf's  U.S.  plants:  The  Fair  Labor 
Standards  Act  says  people  paid  by  the 
hour,  working  more  than  40  hours  a 
week,  must  be  paid  immediately  and 
in  cash  for  the  extra  hours. 

Creative  solutions  are  also  neces- 
sary for  skf  in  the  matter  of  currency 
fluctuations.  The  gyrating  kronor 
often  plays  havoc  with  skf's  financial 
results.  This  year  alone  the  kronor  has 
climbed  against  the  deutsche  mark, 
lopping  9%  off  skf's  profits  in  the  first 
half.  Augustsson  has  made  Tore 
Bertillson,  45,  SKF's  finance  director. 
A  former  banker,  Bertillson  closely 
supervises  a  team  of  in-house  curren- 
cy traders  expert  in  hedging  and  the 
use  of  derivatives.  He  says  they  came 


Tom  Johnstone,  head 
of  SKF's  Automotive 
Bearing  Division 
He's  broken  into 
the  U.S.  market 
with  these  com- 
bined hub  and 
bearing  units. 


out  $15  million  ahead  on  their  hedg- 
ing operation  in  1995  and  maybe 
double  that  much  ahead  in  the  first 
half  of  this  year. 

In  the  course  of  a  long  conversa- 
tion with  Forbes,  Augustsson 
recalled  that  he  is  not  the  first  chief 
executive  to  launch  a  fundamental 
makeover  of  skf.  In  the  1970s  SKF 
was  under  threat  from  a  flood  of 
Japanese  imports  into  the  U.S.  and 
Europe  that  were  both  cheaper  and 
higher  quality  than  what  skf  was  pro- 
ducing. A  tough  chief  executive 
named  Lennart  Johansson  took  skf 
apart  and  reorganized  the  company 
into  a  global  operation,  rather  than 
one  broken  up  into  separate  organi- 
zations in  each  country.  That,  and  a 
massive  capital  investment  program, 
helped  SKF  match  or  surpass  Japanese 
levels  of  quality  and  price. 

Gesturing  to  a  painting  of  Lennart 
Johansson,  skf's  chairman  until  1992, 
that  hangs  in  the  boardroom  at  skf's 
Goteborg  headquarters,  Augustsson 
says:  "Without  that  1970s  restructur- 
ing we  would  not  be  in  this  room 
today." 

Augustsson's  job — as  he  makes 
very  rlear — is  to  lead  an  equally 
sweeping  reorganization.  In  this  one 
key  goals  will  be  to  get  closer  to  users 
of  skf's  bearings  and  also  to  find 
more  effective  and  imaginative  ways 
to  deal  with  human  capital — which  is 
even  more  important  than  physical 
capital — as  the  world  moves  into  the 
third  millennium.  H 
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Headquarters  of  Republic 
National  Bank  of  New  York 
(Suisse)  S.A.  in  Geneva. 


In  fact,  we  consider  asset  management  a  team 
effort,  with  you  as  the  hey  memher  of  that  team. 
Your  particular  financial  needs,  your  objectives,  help 
us  determine  the  winning  strategy.  Our  fundamental 
goal:  to  protect  your  capital  as  we  safeguard  its 
purchasing  power. 

It  is  a  simple  principle  upon  which  we  hase  our 
hrand  of  financial  conservatism:  private  hanking  huilt 
upon  rigor,  discipline  and  prudence.  This  sophisticated 


At  republic,  managing 
your  assets  is  a  dialogue, 
not  a  monologue. 


conservatism,  vigorously  pursued,  has  created  a  global 
private  hank  of  exceptional  stability,  capable  of 
weathering  the  roughest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  basis,  is  three  times  as  great  as  that  required 
hy  the  world's  international  hanking  regulators. 

To  our  way  of  thinking,  it  is  security  as  well  as 
return  that  we  must  ensure  each  day.  And  in  the 
process,  to  provide  a  unique  quality  of  service,  under- 
standing and  discretion. 


VorU  Headquarters  of 
Republic  National  Hank  of 
New  York  in  New  York. 


Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 
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Bill  Foley  didn't  know  how  to  run  a  restaurant  chain, 
but  he  learned  quickly  how  not  to  run  one. 

Inexperience 
pays 


Bv  Seth  Lubove 


CKE  Restaurants  Chairman  William  Foley  II  at  a  Carl's  Jr. 

"I'm  my  own  worst  enemy,"  he  laments,  about  his  ambitious  dealmaking. 


In  1993  the  Carl's  Jr.  restaurant 
chain  couldn't  do  anything  right. 
Same-store  sales  were  plunging  at  the 
big  West  Coast  chain,  and  losses  were 
mounting  at  CKE  Restaurants  Inc., 
which  owns  379  Carl's  Jr.  oudets  and 
franchises  254  more. 

Three  years  later  you  wouldn't 
know  it  was  the  same  company.  For 


fiscal  1997  (ending  January  31)  CKE 
Restaurants  will  probably  earn  S18 
million  (92  cents  a  share)  on  rev- 
enues of S520  million,  cke's  operat- 
ing margin  of  22%%  compares  with 
the  industry's  average  of  less  than 
20%.  The  stock  has  shot  from  over  S6 
a  share  to  S28 — more  than  37  times 
earnings.  Andrew  Barish,  an  analyst  at 


Robertson  Stephens  &  Co.,  thinks 
the  stock  is  heading  higher. 

What  made  the  difference?  An 
energetic  51 -year-old  entrepreneur 
named  William  Foley  II.  Folcv 
scraped  through  West  Point  in  the 
1960s,  where,  he  says,  he  preferred 
playing  bridge  and  managing  a  small 
stock  portfolio  to  studying.  He  ful- 
filled his  commitment  to  Uncle  Sam 
by  overseeing  defense  contracts  at 
Boeing  Co.  in  Seattle  as  an  air  force 
officer.  On  the  side  he  earned  a 
degree  in  business  and  later  one  in 
law.  In  1974  he  joined  a 
law  firm  in  Phoenix. 

While  helping  an  s&L 
client  acquire  a  local  title 
insurance  agency  in  1980 
Foley  decided  he  wanted  to 
be  in  business,  not  law.  A 
few  years  later  he  bought 
the  insurance  company  for 
S21  million,  most  of  it  bor- 
rowed from  the  s&L  itself. 
Foley  proceeded  to  build  it 
into  the  nation's  fourth- 
largest  title  insurance  firm, 
Fidelity  National  Tide,  and 
took  it  public  in  1987.  His 
23%  stake  is  worth  nearly 
S38  million. 

Foley  moved  Fidelity 
National  Title,  in  1987,  to 
Irvine,  Calif,  where  he  met 
Carl  Karcher,  now  79,  who 
founded  the  Carl's  Jr.  chain 
in  1941.  Karcher  had  been 
kicked  out  of  the  company 
in  1993  for  refusing  to 
back  off  from  a  proposed 
Mexican  food  joint  venture 
and  for  trying  to  regain 
control.  He  asked  Foley  to 
join  the  board  as  a  Karcher 
ally.  Foley  bought  some 
stock,  but  he  didn't  buy 
Karcher. 

CKE  stock  was  plunging, 
and  Karcher  was  about  to 
default  on  a  S23  million 
persona]  bank  loan  collater- 
alized by  4  million  CKE  shares.  Foley 
and  some  partners  bought  the  loan, 
in  effect  getting  Karcher's  shares  for 
about  S6  apiece.  Foley  and  his  asso- 
ciates soon  controlled  25%. 

With  Karcher  out,  they  sat  back 
and  watched  his  successors  mess  the 
company  up.  According  to  Foley, 
they  tried  to  save  money  by  putting 
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Were  Listed  On  The 
Stock  Exchange*  But  We  LikeTo 
Think  Were  In  The  Futures  Market 

The  future  is  what  we  make  it.  And  what  most  families 
want  in  their  future  is  a  home.  Fannie  Mae  will  help  over  20 
million  families  get  into  a  home  of  their  own  this  decade  alone. 
We're  providing  opportunities  lor  those  who  need  it  most.  Working 
|F    to  reduce  the  obstacles  to  hemeownership.  By  streamlining  the  loan 
process,  we're  lowering  the  cost  of  buying  a  home.  And  with  our  history 
of  helping  to  keep  mortgage  rates  at  the  lowest  level  possible,  families 
will  save  money  well  into  the  future.  To  find  out  more  about  Fannie  AAae's 
proven  track  record  ot  consistent  earnings  and  outstanding  performance,  call 
1-800-548-9444.  Or  you  can  visit  our  home  page  at  www.fanniemae.com. 


Tke  Cross  Townsend. 

Because  ackievement 
snou  let  he  rememkered 
wi  tk  tking  tkat 

won't  ke  forgotten. 


Tke  Cross  Townsend 
writing  instrument 
features  an  elegant 
wide-diameter  design 
and  comes  in  a  variety 
of  finely  crafted  finishes. 

Present  it  witk  your 
company  emklem,  an  engraved 
logo  or  witk  tke  recipient's 
engraved  name  or  signature. 


CROSS 

SINCE    1  B-4S 


Unquestioned  Lifetime  Mechanical  Guarantee. 

For  a  gift  catalogue,  call  1-800-24 1-826Q, 
or  write  to  A.T.  Cross  Company, 
One  Allien  Road,  Lincoln,  RI  02865 


CKE  Restaurants  President  C.  Thomas  Thompson 

His  net  worth  on  the  line,  he  complained  loudly  about  Carl's.  Jr.'s  direction. 


fewer  tomatoes  in  their  sandwiches 
and  by  shrinking  the  size  of  their 
buns.  This  was  exactly  the  wrong 
medicine.  Carl's  Jr.  had  built  its  rep- 
utation on  quality  burgers.  Same- 
store  sales  dropped  6%  in  fiscal 
1993,  then  another  6%  the  follow- 
ing year. 

Foley  stepped  in  to  rescue  his 
investment.  He  now  knew  two 
things:  how  not  to  run  Carl's  Jr.,  and 
that  he  needed  an  experienced  hand 
to  help  out.  This  led  him  to  C. 
Thomas  Thompson.  The  46-year-old 
Thompson  and  his  partners  owned 
16  Carl's  Jr.  outlets  in  the  San  Fran- 
cisco area.  With  his  net  worth  on  the 
line,  Thompson  had  been  complain- 
ing loudly  about  the  company's 
direction.  "Go  fix  it,"  Foley  told  him, 
and  appointed  him  president. 

Thompson  put  the  bread  back 
into  the  buns  and  generally  restored 
the  quality  of  Carl's  Jr.'s  food.  He 
cut  $6  million  from  cke's  adminis- 
tration expenses  and  put  the  savings 
into  bonuses  for  restaurant  man- 
agers that  were  tied  to  revenues  and 


expense  control.  Thompson  and 
Foley  brought  in  a  new  ad  agency, 
Los  Angeles'  Mendelsohn/Zien, 
which  developed  a  new  campaign 
around  the  slogan  "If  it  doesn't  get 
all  over  the  place,  it  doesn't  belong 
in  your  face."  In  West  Coast  lingo 
that  conveyed  the  message  that 
there  is  lots  of  good  stuff  in  Carl's 
Jr.  food. 

Given  that  the  initial  $24  million 
Foley  and  friends  invested  in  CKE  cur- 
rently has  a  market  value  of  $1 12  mil- 
lion, Foley  has  decided  he  likes  the 
food  business.  So  in  May  he  had  cke 
acquire  1 5%  of  the  ailing  Rally's  ham- 
burger chain;  in  July  he  paid  $29  mil- 
lion for  Summit  Restaurants,  a  123- 
unit  Salt  Lake  City-based  chain  in 
need  of  a  fix  up.  And  late  last  month 
CKE  agreed  to  pay  $42  million  for  the 
114-outlet  Casa  Bonita  chain  of 
Mexican  restaurants. 

Making  a  fortune  in  the  insurance 
business  wasn't  enough  for  the  ambi- 
tious Foley.  "I'm  my  own  worst 
enemy;  I  keep  finding  transactions  to 
do,"  he  mock-laments.  H 
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JIMMY  DEAN  SlZZ 
WITH  NEW  ACQUISITION 


At  Jimmy  Dean  Foods,  we  recently 
acquired  a  new  business  partner,  UCP,  United 
Cerebral  Palsy.  It  seemed  like  a  natural 
partnership.  Because  as  our  founder,  Jimmy 
Dean,  once  said,  "Treat  people  right  and  good 
things  happen." 

With  that  in  mind,  our  1,700  employees 
are  now  going  to  further  the  cause  by  helping 
people  with  cerebral  palsy  and  other  disabilities 
realize  their  full  potential.  Together,  we're 
working  as  a  team  to  create  programs  that 


our  salespeople,  plant  workers,  suppliers  and 
retailers  can  get  excited  about. 

In  fact,  we're  so  thrilled  about  our 
involvement  with  UCP  that  we're  going  to  put 
their  name  on  our  packages.  From  sandwiches 
to  sausages. 

So  today,  why  not  make  a  smart  acquisition 
for  your  company.  You'd  be  surprised  at  how 
doing  something  good  for  others  can  bring 
plenty  of  goodwill  to  everyone  involved.  Call 
United  Cerebral  Palsy  today. 


ucp 

You  see  people.  We  see  promise. 


FOR  MORE  INFORMATION  ON  BECOMING  A  CORPORATE  SPONSOR,  CALL  1-800-944-4UCP 


Sponsored  by  the  United  Cerebral  Palsy  Volunteer  Corporate  Advisory  Commute 


Term  insurance  rates  for  healthy  people  are  falling. 
The  question  is:  What's  healthy? 

Are  you  a 
triathlete? 


By  Carolyn  T.  Geer 

Term  insurance  sold  by  discount 
broker  Charles  Schwab  &  Co.  looks 
like  a  very  good  deal.  But  there  are 
strings  attached. 

Schwab  began  selling  life  insurance 
in  May.  It  quotes  a  "select"  price  of 
$1,340  per  year  for  a  $1  million,  ten- 
year  term  life  insurance  policy.  The 
insurance — as  with  all  term  policies, 
it  includes  no  cash  buildup — is  avail- 
able to  a  healthy,  nonsmoking,  45- 
year-old  male.  It  costs  almost  15% 
less  than  the  $1,550  per  year  charged 
on  the  same  policy  by  Ameritas  Life, 
a  player  in  low-load  term  insurance 
for  the  past  six  years. 

What's  the  catch?  When  you  apply 
to  Schwab,  you  discover  that  while 
Ameritas  has  a  single  rate  for  healthy 
people,  Schwab  has  two:  "select,"  for 
superhealthy  people,  and  a  higher, 
"preferred"  rate,  for  the  merely 
healthy. 

Remember  that  cigar  you  lit  up  at 
the  company  Christmas  bash  three 
years  ago?  You  aren't  "select."  Amer- 
itas, on  the  other  hand,  requires  just 
one  year  of  smoke-free  living.  And 
what  about  your  cholesterol  and  HDL 
readings?  Ameritas  says  220  and  6, 
respectively,  are  good  enough; 
Schwab  requires  readings  no  higher 
than  200  and  5.  Among  white  men 
between  the  ages  of  45  and  54,  67% 
have  cholesterol  levels  over  200  and 
26%  have  readings  over  240.  For 
black  men,  the  percentages  are  slight- 
ly lower. 

If  you're  not  among  Schwab's 
elite,  the  cost  of  your  term  policy 
rises  to  $1,630  per  year,  5%  more 
than  Ameritas'.  The  trouble  with  the 
Schwab  offer  is  that  unless  you  are 
triathlete  healthy  you  may  not  quali- 
fy for  the  really  cheap  rates.  You  may 
wind  up  paying  more  than  you  would 


have  had  you  stuck  with  a  company 
offering  a  single  preferred  rate. 

Donald  Reiser,  founder  of  Ameri- 
tas' low-load  consumer  insurance 
division,  explains  why  his  company 
has  decided  to  stick  with  one  pre- 
ferred class:  "We  said,  'For  the  bene- 
fit of  a  very  few,  let's  not  penalize  the 
many.'"  What  he  means  is  that 
pulling  the  paragons  of  good  health 
out  of  the  general  pool  results  in 
higher  rates  for  the  folks  who  are  left 
in  the  pool. 

Insurers  have  long  distinguished 
between  the  healthy  and  the 
unhealthy;  the  differences  showed  up 
in  a  policy's  costs.  In  the  1940s,  for 
instance,  companies  began  issuing 
lower-cost  policies  for  women 
because  they  tend  to  outlive  men.  By 
the  1970s  insurers  were  singling  out 
cigarette  smokers  for  higher  rates. 
Now  cigar  and  pipe  smoking  will  cost 
you  when  you  buy  insurance:  New 
York  insurance  adviser  Glenn  Daily 
has  a  client  whose  once-a-week  cigar 
would  cost  him,  under  one  policy,  an 
extra  $2,300  in  annual  premiums. 

Offbeat  avocations  can  cost  you, 
too:  Keith  Maurer,  president  of  Fee 
For  Service,  a  low-load  insurance 


marketer  in  Tampa,  Fla.,  tells  of  a 
healthy  woman  whose  plans  to  take  a 
religious  tour  that  included  a  brief 
stop  in  Lebanon  disqualified  her  for 
First  Penn-Pacific's  cheapest  rates. 

How  many  folks  qualify  for  the 
health-nut  rates?  Schwab  claims  that 
half  its  applicants  so  far  are  making 
the  "select"  group,  but  the  company 
suspects  the  less  fit  aren't  even  trying. 
CNA,  a  major  life  insurance  player  that 
has  four  preferred  rates,  says  that  15% 
of  its  policyholders  make  it  into  the 
top  category.  But  agents  told  Forbes 
that  cna's  acceptance  rate  is  closer  to 
5%,  in  their  experience. 

Here's  why:  To  qualify  for  CNA's 
lowest  rate,  applicants  cannot  have 
smoked  anything — ever — and  must 
have  rock-bottom  cholesterol  and 
HDL  readings  of  175  and  2.8,  respec- 
tively. If  you  can  pass  these  tests,  con- 
gratulations. We  envy  you.  A  45 -year- 
old  female  would  pay  $490  per  year 
for  a  ten-year,  $500,000  policy  from 
CNA,  versus  $570  for  Schwab's 
lowest-price  contract. 

Differences  between  "preferred" 
and  "super-preferred"  rates  can  be 
significant.  Take  First  Penn-Pacific. 
Someone  who  hasn't  smoked  in  five 
years  and  who  has  never  been  treated 
for  hypertension  or  elevated  choles- 
terol might  qualify  for  the  insurer's 
"quantum"  preferred  rates:  $660  a 
year  for  a  ten-year,  $500,000  policy 
for  a  45 -year-old  male. 

But  if  the  buyer  in  question  had 
smoked  as  recently  as  three  years  ago 
and  was  able  to  control  blood  pres- 
sure and  cholesterol  only  with  med- 
ication, he'd  pay  the  company's  "reg- 
ular" preferred  rate  of  $785.  Federal 
Home  offers  one  preferred  rate  of 
$715,  through  Fee  For  Service,  for 
which  80%  of  applicants  are  expected 
to  qualify. 

The  moral:  If  you're  an  Olympic 
athlete,  shop  around  for  the  lowest 
rate.  If  you're  merely  healthy,  take  a 
look  at  policies  offered  by  low-load 
companies  that  offer  a  single  pre- 
ferred rate.  Discount  broker  Jack 
White  &  Co.  recently  introduced  its 
own  term  policy,  underwritten  by 
Midland  Life,  that  has  one  preferred 
category.  Thanks  to  low  distribution 
costs,  the  rates  match  even  some  of 
the  touted  "super-preferred"  deals, 
but  with  a  difference:  85%  of  its  cus- 
tomers make  the  grade.  M 
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Harvard.  Llass  of  2011. 
It's  our  little  plan  to  make  sure 
he  won't  be  on  our  sofa  at  32. 


Randy  and  Joan  Hansen  were  a  little  concerned 

about  Alex's  future.  After  all,  their  incomes  while  certainly 
respectable,  didn't  exactly  reach  Ivy  League  proportions.  So  they 
called  Dave,  their  American  Express  financial  advisor.  He  took  a 
look  at  the  Hansen's  current  financial  situation  and  came  up  with 
a  number  of  investment  options  —  many  of  which  they'd  never 
considered  before.  Then  together,  they  decided  on  a  plan  that  was 
a  nice  balance  of  aspiration  and  practicality.  Thus  began  a  financial 
journey  that  will  last  the  next  fifteen  years.  And  give  Alex  the 
education  he  needs  to  get  him  wherever  he  wants  to  go.  As  long 
as  it's  eventually  out  on  his  own. 

The  company  that  pioneered  financial  planning  has  advisors  who 
can  talk  to  you  about  college  tuition,  too.  To  discover  how  they  can 
help  you  do  more,  call  1-800 -GET  ADVICE. 


Financial 
Advisors 


>ttp://  www.americanexpress.com/advisors 


The  people  portrayed  here  have  been  created  to  serve  as  an  example  of  American  Express  Financial  Advisors'  clients. 


Can  the  public  schools  be  rescued  from  the  National  Education 
Association?  In  Seattle  a  retired  Army  general  is  trying  a  mix  of 
persuasion  and  public  pressure  to  get  the  union  to  accept  reforms. 

To  whom 

do  our  schools 


belong! 


By  Damon  Darlin 

As  a  U.S.  Army  Reserve  helicopter 
descended  into  the  playground  of 
Seattle's  Whittier  Elementary  School 
in  May,  a  crowd  of  schoolchildren  let 
out  whoops  and  cheers.  Out  climbed 
the  superintendent  of  schools. 

Since  when  does  a  school  bureau- 
crat get  a  reception  usually  reserved 
for  sports  stars?  Since  last  September, 
when  John  Stanford,  a  retired  U.S. 
Army  major  general  with  none  of  the 
usual  education  credentials,  was 
recruited  to  reform  a  failing  urban 
school  system.  To  anyone  who  has 
ever  struggled  to  reform  an  educa- 
tional establishment,  Stanford's  credo 
will  ring  a  bell:  "We  lost  our  way 
when  we  became  more  interested  in 
the  employment  of  adults  than  in  the 
education  of  children."  Quite  simply, 
Stanford  is  trying  to  get  Seattle's 
public  schools  back  to  what  public 
schools  were  first  intended  to  do: 
educate  children,  not  provide  cushy 
jobs  for  bureaucrats. 

"Give  me  a  mission  and  I  will  get  it 
done,"  he  told  the  school  board  as 
they  considered  more  conventional 
rival  candidates,  including  a  teachers' 
union  leader  who  now  sits  across  the 
bargaining  table  from  him.  An  Army 
pilot,  Stanford  rose  through  the  ranks 
because  of  his  skill  in  logistics.  After 
that  the  58-year-old,  Pennsylvania 
State  University-educated  native  of 


Yeadon,  Pa.  served  as  the  Fulton 
County,  Ga.  county  executive,  where 
he  cut  the  bureaucracy,  lowered  taxes 
and  attracted  new  business. 

Seattle's  aren't  the  worst  of 
schools,  but  their  test  scores  have 
been  stuck  at  the  national  average  for 
the  past  five  years.  This  situation  was 
not  because  of  lack  of  money:  Per- 
pupil  spending  rose  almost  12%  since 
1991,  and  average  teacher  pay  was  up 
22%  in  the  same  period.  Between  a 
swollen  bureaucracy  and  a  greedy 
teachers'  union,  little  of  the  extra 
money  flowed  through  to  Seattle's 
classrooms. 

Its  public  school  enrollment  has 
dropped  in  half,  from  100,000  stu- 
dents to  fewer  than  50,000,  in  the 
last  30  years.  Smaller  families  are  one 
factor,  but  migration  to  private 
schools  has  played  a  major  role.  A  full 
third  of  Seattle's  parents  send  their 
kids  to  private  schools,  compared 
with  a  national  average  of  about  13% 
The  Seattle  teachers  themselves  know 
the  score:  Of  those  teachers  with 
household  incomes  above  $70,000, 
half  send  their  kids  to  private  schools. 
Even  among  those  with  household 
incomes  below  $35,000,  16%  opt  out 
of  their  own  system. 

Schooled  in  one  of  the  great 
bureaucracies,  the  Pentagon,  Stan- 
ford has  a  general's  finely  tuned  sense 


Seattle  School 
Superintendent 
John  Stanford 
"We  lost  our 
way  when  we 
became  more 
interested  in  the 
employment 
of  adults  than 
in  the  education 
of  children." 
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of  the  importance  of  ceremony  and 
drama.  To  publicize  his  mission  and 
catch  the  public's  fancy,  he  visited  all 
97  schools  in  the  system,  meeting 
with  children,  teachers  and  parents. 
He  also  went  into  the  "enemy 
camp,"  as  he  described  it,  meeting 
with  the  American  Civil  Liberties 
Union,  the  National  Association  for 
the  Advancement  of  Colored  People 
and  the  radical  community  activists  at 
the  Association  of  Community  Orga- 
nizations for  Reform  Now. 

He  exhorted  parents  to  read  for  30 
minutes  a  day  to  their  children.  The 
helicopter  visit  was  a  treat  for  stu- 
dents who  met  a  reading  goal.  He 
got  the  business  community  behind 
him.  Business  people  donated  books 
and  money  and  will  raise  more  than 
$1.5  million  this  year,  up  fivefold 
from  1995.  Even  Seattle's  own 
grunge-rock  band,  Pearl  Jam,  sent 
money.  An  anonymous  benefactor 
plans  to  contribute  $1  million  to  one 
of  the  Seattle  schools.  A  month  ago, 
out  of  the  blue,  an  elderly  woman 
donated  $30,000  to  her  elementary 
school.  San  Francisco-based  Wells 
Fargo,  which  is  expanding  into  Seat- 
tle following  the  First  Interstate 
merger,  is  kicking  in  $100,000  to 
fund  a  program  to  train  school  prin- 
cipals in  management  techniques. 

Stanford  never  stops  preaching.  A 
favorite  story:  how  he,  with  parents 
who  had  only  grade  school  educa- 
tions, succeeded  because  he  liked  to 
read.  When  kids  ask  him  how  much 
money  he  makes,  he  matter-of-factly 
replies,  "I  make  $175,000  a  year,  and 
so  can  you  if  you  read,  read,  read." 

That  was  for  show.  Substance  is 
harder.  But  even  in  the  first  year  Stan- 
ford has  had  an  impact.  Pre-Stanford 
principals  had  been  evaluated  on  the 
number  of  expulsions  their  school 
had.  This  led  most  of  them  to  be 
lenient  with  troublemakers.  Stanford 
changed  the  rules.  He  shuffled  a  third 
of  the  principals  to  new  assignments, 
sending  a  clear  message  that  they  must 
shape  up  or  ship  out.  He  vows  to  fire 
some  principals  next  year.  He's  adding 
high-profile  aides,  including  another 
general,  Julius  Johnson,  as  his  chief  of 
staff.  He  recently  persuaded  Thomas 
Weeks,  a  city  councilman,  to  give  up 
his  seat  to  oversee  the  district's 
human  resources  department. 

Stanford  plans  to  end  crosstown 
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Former  Milwaukee 
school  chief 
Howard  Fuller 
Teachers  were 
videotaped  read- 
ing newspapers 
and  magazines 
during  entire 
classroom  peri- 
ods. The  tape  was 
aired  on  Hard 
Copy.  Fuller  tried 
to  fire  the  teach- 
ers, but  the  union 
thwarted  his 
efforts.  The 
teachers  are 
still  in  the 
classrooms. 


busing  for  racial  balance,  a  program 
that  had  become  largely  irrelevant. 
Driven  out  in  part  by  poor  schools,  a 
major  proportion  of  white  families 
with  kids  had  gone  to  the  suburbs. 
Between  that  and  an  increase  in 
attendance  at  private  schools,  the 
proportion  of  white  students  in  the 
public  schools  had  fallen  to  40%. 

Now  comes  the  hardest  part.  Stan- 
ford understands  that  public  schools 
as  constituted  have  the  vices  of 
monopoly:  principally,  an  inward  kind 
of  thinking  that  is  more  concerned 
about  the  comfort  of  the  people  who 
run  the  system  than  the  public  that  it 
is  supposed  to  serve.  The  current 
government  monopoly  is  the  hard 
part.  He  wants  to  reduce  centraliza- 
tion and  introduce  competition.  Prin- 
cipals would  compete  for  teachers 
and  pick  their  own  staff.  They'd  bear 
responsibility  for  their  schools'  secu- 
rity and  maintenance,  even  for  the 
food  in  the  cafeteria.  "Principals  as 
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CEOs"  is  his  slogan.  Then  the  kids 
and  their  parents  could  decide  which 
school  to  attend. 

Money  will  follow  the  student, 
with  each  student  assigned  about 
$4,600.  No  students,  no  money. 
More  students,  more  money. 

Though  he's  reluctant  to  say  so, 
there's  no  question  but  that  the 
greatest  opposition  comes  from  the 
teachers'  union  and  bureaucrats. 
Stanford  will  have  to  rewrite  the  cur- 
rent 213-page  teacher's  contract.  He 
wants  a  short  contract  that  outlines 
teachers'  duties,  modeled  on  the  rev- 
olutionary Saturn  contract  between 
General  Motors  and  the  United  Auto 

Stanford  has  a  general's 
finely  tuned  sense 
of  the  importance 
of  ceremony  and  drama. 


Workers  union,  which  ran  28  pages. 
"We  don't  want  the  union  to  give  up 
rights.  We  want  them  to  realize  that 
they  don't  need  the  protectionism 
they  have,"  says  Julius  Johnson,  Stan- 
ford's right-hand  man  and  one  of  his 
point  men  on  the  negotiations. 

The  Seattle  arm  of  the  National 
Education  Association  is  mobilizing 
to  stop  Stanford  and  Johnson.  The 
nea  is  the  largest  and  richest  Ameri- 
can union,  with  2.2  million  members 
and  an  estimated  $785  million  in  rev- 
enue. It  fights  tooth  and  nail  any- 
thing that  smacks  of  a  voucher 
system,  which,  in  essence,  is  what 
Stanford  proposes.  The  union  has 
fought  school  voucher  plans  in  Mil- 
waukee and  Washington,  D.C.  by 
leaning  on  the  local  Democratic 
politicians,  to  whom  it  gives  both 
money  and  volunteers.  Of  the  latter 
the  nea  has  an  ample  supply,  since 
teachers  get  the  summer  off.  It  has 
watered  down  innovative  charter 
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It  is  with  pride  and  enthusiasm  that  Bankers  Trust 
welcomes  its  new  partners  from  Wolfensohn  &  Co.,  a  firm 
whose  reputation  and  track  record  as  a  substantive 
creator  of  value  for  its  clients  has  been  established  at  the 
highest  levels.  The  merger  will  combine  Wolfensohn  &  Co.'s 
proven  abilities  in  senior  advisory,  merger  and  acquisition 
activities  with  Bankers  Trust's  unsurpassed  abilities  to 
create  and  execute  innovative  financial  structures  and  transactions.  Together  we 
look  forward  to  new  levels  of  innovative,  global,  value -creating  performance  to  the 
benefit  of  all  our  clients  and  prospective  clients. 

Jk  BankersTrust 

Architects  of  Value 

Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


ON  AUGUST  1,  1996 
WOLFENSOHN  &  CO. 
AND  BANKERS  TRUST 
MERGED  OPERATIONS. 

k  BankersTrust 


Randy  Bos, 
Montabella 
Community 
School  District 
superintendent 
Even  in  his  tiny 
Michigan  district, 
the  union  is  using 
delaying  tactics 
to  fight  the 
introduction  of 
charter  schools. 


school  laws  in  several  states,  such  as 
Kansas  and  Connecticut,  so  few  char- 
ter schools  ever  open. 

The  union  beat  Howard  Fuller, 
Milwaukee's  former  superintendent 
of  schools.  An  ex-community  activist 
who  had  gone  by  the  African  name 
Owusu  Sadaukai,  Fuller  was  heralded 
as  one  of  the  nation's  top  school 
reformers.  But  when  he  tried  to  get 
teachers  fired,  the  union  defeated 
him.  Last  year  the  union  ran  a  slate  of 
school  board  candidates  who 
opposed  his  policies.  They  won  and, 
weakened,  he  quit.  The  teachers  are 
still  on  the  public  payroll.  Yet  Fuller 
was  certainly  justified.  The  teachers 
were  videotaped  reading  newspapers 
and  magazines  for  entire  class  peri- 
ods, and  the  video  was  aired  on 
Hard  Copy. 

Fuller  is  discouraged.  "I  wanted  to 
open  the  system  up.  The  country  is 
not  well  served  by  the  monopoly  that 
exists,"  he  says.  Fuller,  55,  tried  to 
improve  schools  by  making  them 
compete  for  students.  "If  you  don't 
have  the  possibility  of  students  leav- 
ing and  taking  the  money  with  them, 
you  have  no  leverage,"  he  says. 

Randall  Bos  is  facing  a  similar  situa- 
tion. Bos  is  the  50-year-old  superin- 


tendent of  the  tiny  five-school 
Montabella  Community  School  Dis- 
trict in  central  Michigan.  He  wants  to 
convert  the  schools  to  charter  schools, 
effectively  putting  himself  out  of  a  job. 

Delays  from  the  union  and  from 
state  education  bureaucrats  have 
postponed  the  plan  by  a  year.  One  of 
the  time-tested  tactics  of  the  teachers' 
union  is  to  slow  down  reforms  just 
enough  that  the  reformer  loses  public 
support.  The  tax-eaters  don't  have  to 
wait  long.  Average  life  span  for  a 
superintendent:  2.3  years.  Six  of  the 
seven  board  members  originally  sup- 
ported Bos,  but  the  union  supported 
another  candidate  in  the  recent  elec- 
tion and  Bos  may  hold  a  margin  of 
only  one  vote.  The  school  board 
president  has  just  resigned,  and  if  the 
new  appointee  is  pro-union,  Bos  is 
finished.  "The  longer  it  takes  to  get  it 
done,  the  less  support  I  will  have,"  he 
concedes. 

"You  don't  hit  someone 
in  the  head  if  you  aim 
to  negotiate  with  them," 
says  Stanford. 


Milwaukee's  Fuller  is  now  a  Mar- 
quette University  professor.  "I  don't 
care  how  progressive  you  are  at  the 
top,  if  you  don't  have  an  outside 
force  [public  opinion],  no  matter 
how  well-meaning  you  are,  you 
aren't  going  to  get  there,"  he  says  of 
school  reform.  Stanford  knows  this, 
too.  "It's  important  to  get  the  city 
excited,"  he  said  in  a  recent  interview. 
"I  am  a  salesman.  And  I  have  a  great 
product — children. " 

Is  Seattle's  NEA  ready  to  cooperate? 
They  say  they  are,  but  there  are 
caveats.  "Reform  will  occur,  but  it 
will  come  incrementally,"  smiles 
Roger  Erskine,  the  local  union's  exec- 
utive director,  on  loan  from  the 
national  headquarters  in  Washington. 
Verleeta  Wooten,  the  newly  elected 
Seattle  union  president  and  a  district 
teacher  since  1971,  says  she  isn't 
giving  up  rules  that  let  senior  teach- 
ers have  their  pick  of  assignments 
even  if  a  principal  would  prefer  a  dif- 
ferent teacher  in  the  school.  "We 
maintain  all  the  teachers  are  excel- 
lent," she  says.  "Principals  as  CEOs?  It 
sounds  like  a  corporation,"  she 
asserts.  Teachers  fear  they  would  be 
autocratic. 

Polls  show  that  more  than  half  the 
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Don't  let  this  happen  to  you. 
To  prepare  for  tomorrow,  plan  with  Alliance  today. 


You  know  that  you  should  Your  Financial  Adviser  should 

make  financial  preparations  for  be  an  integral  part  of  your  retirement 

retirement.  And  you  might  not  planning,  providing  sound  advice 

have  as  much  time  or  information  and  the  necessary  link  between 

as  you'd  like.  you  and  Alliance  Capital. 


Alii'5-?  " 

Investing  without  the  Mystery. 

L-888-AC  FUNDS 

ittp://ww  vv.alliancecapital.com 

Mliance  Fund  Distributors,  Inc.  is  a  member  of  the  NASD. 


—%  Alliance  Capital  is  one  of 

the  world's  largest  investment 
managers.  With  more  than  two 
million  individuals  invested  in  our 
family  of  over  120  mutual  funds, 
we  have  the  research  capabilities 
and  performance  record  to  help 
get  you  from  where  you  are  now  to 
where  you  want  to  be. 


Let's  face  it,  if  you're 
struck  with  a  numbing 
pain  in  your  chest,  the 
last  thing  you're  think- 
ing about  is  a  hospital 
administrator. 

Perhaps  then  you'll 
find  it  somewhat 


comforting  to  discover 
that  our  administra- 
tors, in  fact,  all  of  us 
here  at  Columbia,  are 
working  day  in  and 
day  out  to  bring  you 
better  medical  care. 


For  example, 
we  routinely 
survey  our 
hospitals, 
surgery  cen- 
ters and  other 
facilities  to  find  the 
best  medical  proce- 
dures, then  we  share 
them  nationwide. 

So  in  other  words, 
when  you  check  into 
Columbia,  you  have 
more  than  350,000 
of  the  best  medical 
people  in  the  nation 


caring  for  you.  And 
we  don't  stop  there. 

We  also  scrutinize 
our  administrative 
systems  so  we  can  cut 
through  the  waste 
and  inefficiencies  that 
can  drive  up  costs. 


So,  whether  you're 
looking  at  provider 
options  on  a  company 
health  plan,  facing  an 
emergency  or  looking 
for  a  good  physician, 
choose  Columbia. 

To  find  out  more, 
we're  on  the  net:  http:// 
www.columbia.net. 
Or,  you  can  call  us  at 
1-800-COLUMB1A. 
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Healthcare  has  never  worked 
like  this  before. 


Lisa  Graham 
Keegan,  Arizona 
superintendent 
of  schools 
She  fought  the 
teachers'  union 
over  charter 
schools  and  won. 
"In  my  experience 
it  is  a  bit  of  a 
paper  tiger,"  she 
says  of  the  union. 


voters  are  dissatisfied  with  their 
schools.  James  and  Fawn  Spady, 
whose  family  runs  a  popular  chain  of 
hamburger  stands  in  Seattle,  have 
succeeded  in  getting  Proposition  177 
on  Washington  State's  Nov.  5  ballot. 
If  it  passes,  it  would  let  districts 
permit  state-funded,  but  indepen- 
dent, charter  schools  that  would 
compete  with  public  schools.  The 
state  teachers'  unions  hate  the  idea, 
of  course,  and  so  do  most  school 
boards.  But  reformers  have  pushed 
through  strong  charter  school  laws  in 
14  states,  including  Colorado  and 
Michigan. 

Lisa  Graham  Keegan,  37,  pushed 
the  country's  strongest  charter  school 
bill  through  the  Arizona  legislature  in 
1994  against  stiff  teachers'  union 
opposition.  Concerned  that  the  state 
education  establishment  would  show 
little  enthusiasm,  she  ran  for  and  won 
the  post  of  state  superintendent.  "I 
ran  against  the  teachers'  association. 
In  my  experience,  it  is  a  bit  of  a  paper 
tiger,"  she  claims.  Today  Arizona  has 
well  over  100  charter  schools,  teach- 
ing about  2%  of  the  state's  700,000 


students.  Even  the  NEA  is  setting  up  a 
charter  school  in  Phoenix. 

Stanford  is  subtly  using  the  fear  of 
Proposition  177  to  pressure  the 
union  to  cooperate.  He  can't  speak 
out  in  favor  of  the  proposition 
because  the  board  that  employs  him 
is  on  record  against  it.  But  most 
people  think  he  likes  the  idea.  "It  can 
be  an  effective  tool,"  he  says.  "That's 
why  you  don't  see  me  speaking  out 
against  it."  The  teachers'  union's  sup- 
porters have  already  started  a  whis- 
pering campaign  that  charter  schools 
would  be  a  haven  for  racists  and 
sexual  predators. 

Is  Stanford  going  to  cave  in  to  the 
union?  This  summer,  when  the  union 
contract  expired,  he  offered  a  one- 
year  extension.  In  exchange,  he  got 
the  union  to  sign  a  "mutual-trust 

'1  wanted  to  open  the  sys- 
tem up.  The  country  is  not 
well  served  by  the  monopoly 
that  exists,"  says  Fuller. 


agreement,"  with  both  sides  promis- 
ing to  put  the  interests  of  children 
ahead  of  all  else.  Some  school  board 
members  wanted  Stanford  to  take  a 
harder  line  with  the  union  and  wring 
concessions  from  it.  They  figured 
teachers  wouldn't  dare  strike  on  the 
eve  of  the  charter  school  vote.  "We 
encouraged  him  to  go  to  the  mat 
with  the  union  this  year,"  says  Propo- 
sition 177  proponent  Jim  Spady,  a 
former  anti-trust  attorney. 

But  Stanford  is  convinced  he  can 
do  more  by  subtle  arm-twisting  than 
by  open  confrontation.  "I  don't 
believe  I  have  to  take  the  union  on 
frontally,"  Stanford  says.  "You  don't 
hit  someone  in  the  head  if  you  aim  to 
negotiate  with  them." 

"It's  a  big  risk,"  admits  Donald 
Nielsen,  a  wealthy  retired  medical 
research  company  chief  executive  and 
one  of  Stanford's  strong  supporters 
on  the  school  board.  He  worries  that 
delays  will  erode  support  for  Stan- 
ford's crusade. 

"I'm  not  worried  about  the 
union,"  says  Stanford.  "People  will 
respond  to  leadership." 
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You've  flown  one  way  around  the  world 
and  your  luggage  the  other. 


rtunately,  you're  at  The  Regent.  So  take  a  deep  breath,  slowly  let  it  out,  and  then  let  us  take  care  of  the  luggage  while  you 
'.e  care  of  your  business.  You'll  feel  better  knowing  that  our  express  laundry  and  dry-cleaning  service  can  give  the  clothes  on 
ur  back  a  new  lease  on  life.  And  you'll  relax  knowing  it's  all  in  good  hands.  The  Regent.  Where  our  standards  meet  yours. 

NGKOK.  BEVERLY  HILLS.  CHIANG  MAI.  HONG  KONG.  JAKARTA.  KUALA  LUMPUR.  SINGAPORE.  SYDNEY.  TAIPEI. 

FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 
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A  veteran  of  the  grocery  wars  is  trying  to  restore 
venerable  Quaker  State  to  profitability. 

Soup,  oil,  what's 
the  difference? 

Quaker  State's  Herbert  Baum 

By  &  Lee  Sullivan  Oil  is  good  food. 


Herbert  Baum  didn't  know  anything 
about  lubricants.  His  business  was 
selling  soup.  But  he  knew  a  thing  or 
two  about  marketing.  At  50  he  had 
risen  to  head  Campbell  Soup's  U.S. 
operations.  He  knew  you  couldn't 
command  a  premium  price  for  a 
product  consumers  regard  pretty 
much  as  a  commodity. 

So  when  Quaker  State  Corp.'s 
board  recruited  him  in  1993  to  head 
the  Irving,  Tex. -headquartered  com- 
pany, he  quickly  grasped  why  the  once 
highly  profitable  maker  of  motor  oil 
had  been  slipping.  From  the  number 
one  spot  in  the  $4  billion  business,  it 
had  dropped  to  third  place,  behind 
Pennzoil  and  Valvoline.  Net  income 
had  plunged  to  $1  million — a  net 
profit  margin  of  less  than  a  penny  on 
the  dollar — on  almost  $600  million  in 
revenues. 

Quaker  State  stubbornly  refused  to 
compete  on  price.  Consumers,  how- 
ever, had  grown  cynical  about  Quaker 
State's  product  claims  and  increasing- 
ly were  buying  whatever  product  was 
on  sale.  Worse,  demand  for  motor  oil 
has  been  shrinking  by  about  2%  a 
year,  as  new  cars  go  longer  between 
oil  changes  and  motorists  ignore 
maintenance  on  leased  cars. 

Thus  Quaker  State's  sales  had  been 
declining   for   years   while  costs 


remained  constant.  A  bath  of  red  ink 

loomed.  priced  it  still  had  to  maintain  its  qual-  des  to  grab  attention  on  store  shelves. 

Baum,  now  59  and  trained  as  an  ity  image  to  get  an  edge.  As  he  did  Quaker  currently  owns  364  Q 

advertising  account  executive,  took  with  the  "Soup  is  Good  Food"  cam-  Lube  outlets  and  has  franchised 

one  look  and  began  changing  things,  paign   that   revitalized   Campbell  another  101.  Baum  consolidated 

Quaker  hadn't  offered  rebates  in  five  during  the  1980s,  Baum  spent  heavi-  Quaker's  three   chains  into  one 

years,  but  Baum  issued  coupons  that  ly  on  advertising  and  promotion.  He  national  chain  operating  under  the  Q 

took  $4.20  off  a  $14  case  of  motor  dropped  longtime  Quaker  endorser  Lube  name. 

oil.    Wal-Mart    started    featuring  Burt  Reynolds  and  hired  ad  agency  By  the  end  of  1994  Quaker  had 

Quaker  in  its  stores.  Chiat/Day/Mojo  to  position  Quaker  clawed  its  way  back  to  the  number 

That  meant  that  even  though  as  "The  Intelligent  Oil."  He  repack-  two  spot  in  motor  oil,  earning  $9.5 

Quaker  State  was  now  competitively  aged  the  product  in  bright  green  bot-  million  on  a  gain  to  $733  million  in 
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#  1  Overall 
Three  Years  in  a  Row 

"How  the  Discount  Brokers  Stack  Up" 


sales.  Baum  had  stopped  the  slide,  but 
Quaker  State  was  still  earning  a 
[  measly  4%  on  shareholders'  equity.  Its 
J  competitors  weren't  stupid:  They 
stepped  up  rebates,  too.  Grouses 
Baum:  "You  can  buy  a  quart  of  motor 
oil  cheaper  than  you  can  buy  a  cup  of 
coffee." 

But  Baum  hadn't  counted  on  lower 
prices  alone  to  restore  the  company. 
He  took  yet  another  leaf  from  his 
Campbell  notebook.  At  Campbell  he 
created  the  Prego  line  of  spaghetti 
sauces,  enabling  him  to  run  much 
more  volume  through  his  existing 
sales  organization. 

At  Quaker  Baum  went  on  an  acqui- 
sition spree  to  add  new  products  to 
run  through  Quaker  State's  system. 
He  bought  Specialty  Oil  Companies 
for  $119  million  in  1994.  Specialty 
makes  90%  of  Wal-Mart's  private-label 
oil.  Now  he  had  two  product  lines  to 
sell  Wal-Mart.  Specialty  Oil  also  oper- 
ates a  used-oil  collection  business  that 
earns  20%  gross  margins  selling  old  oil 
to  waste  brokers.  Owning  it,  Quaker 
can  offer  free  waste  collection  to 
garages  that  carry  its  oil.  "When 
you're  in  a  commodity  business,  you 
have  to  provide  customer  service," 
says  Baum. 

Further  broadening  his  product 
lines,  Baum  last  year  bought  Slick  50, 
the  leader  in  the  engine-oil  treatment 
market,  for  $53  million.  Slick  50  is  a 
premium  brand  that  earns  15%  gross 
margins.  Then  in  June  Baum  added 
Blue  Coral,  a  leader  in  the  car-wash 
supply  industry,  for  $121  million. 
Blue  Coral  offers  wax  and  soap  prod- 
ucts that  Quaker  can  sell  at  its  Q 
Lube  oudets. 

Baum  has  greatly  expanded  rev- 
enues. Last  year  they  hit  $1  billion,  a 
70%  gain  in  just  two  years.  Profit  mar- 
gins, however,  remain  low.  The  con- 
sensus earnings  estimate  for  the  stock 
is  about  74  cents  a  share.  That's  a 
return  of  around  8%  on  equity.  So  far 
Baum  has  done  a  lot  more  for  rev- 
enues than  he  has  for  profits. 

But  Merrill  Lynch  analyst  Shawn 
Brennan  thinks  Quaker  will  earn  95 
cents  a  share  in  1997 — raising  return 
on  equity  to  over  10%.  Baum  vows 
Quaker  will  again  lead  its  industry  by 
the  end  of  the  century,  with  revenues 
of  $2  billion.  Seeing  what  he's  done 
in  less  than  three  years,  he  surely 
deserves  the  benefit  of  any  doubt.  H 
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This  year,  the  nation 's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  of  Products 
Mutual  Fund  Olferings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994, 1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 


Access  to  over  4,800  mutual  funds 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  800  and  growing) 

No-Load/Low-Load  Annuity  and 
Life  Insurance  buying  service 
(over  300  products) 


Three  separate  on-line  trading 
services,  each  offering  a  10% 
discount  from  our  commission 
rate  schedule 

No  Annual  Fee  IRA  and  QRP 

No  Annual  Fee  Cash  Manage- 
ment with  free  checkwriting 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


http://pawws.com/jwc 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 

Jack  White,  President 


JackWhite  &  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


Reflections  on 
term  limits 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Thk  Reflecting  Pool  between  the  Washing- 
ton Monument  and  the  Lincoln  Memorial 
may  be  the  only  thing  in  Washington  that  is 
reflecting.  Preoccupation  with  the  never- 
ending  task  of  political  fund-raising,  fighting 
daily  brushfires,  and  trying  to  put  the  right 
spin  on  the  crisis  du  jour  leave  very  little  time 
for  the  nation's  political  leaders  to  step  back 
and  contemplate  deeper  and  enduring  ques- 
tions amid  the  swirl  of  events  and  rhetoric. 

Reflection  is  not  a  luxury  but  a  prime 
necessity.  Anyone  who  has  ever  done  any- 
thing as  mundane  as  looking  for  a  house 
knows  how  much  time  and  thought  goes  into 
weighing  one  place  against  another  and  both 
against  the  bank  account,  not  to  mention  the 
conflicting  demands  of  getting  to  work,  get- 
ting the  children  into  a  good  school  and 
many  other  considerations. 

Imagine  if  in  one  year  you  had  to  decide — 
and  vote  on — complex  environmental  issues, 
foreign  policy  around  the  world,  racial  issues 
at  home,  military  defense,  judicial  appoint- 
ments, and  regulating  public  utilities,  pharma- 
ceutical drugs,  the  stock  market  and  the  safety 
of  mines,  airports,  food  and  vaccines.  Even  if 

Much  congressional  expertise 
is  in  the  arts  of  packaging, 
log-rolling,  creative  accounting 
and  other  forms  of  deception. 


we  arbitrarily  assume  that  none  of  these  things 
is  any  more  complicated  than  buying  a  house, 
how  many  people  could  handle  all  the  prob- 
lems of  buying  a  house  ten  times  in  one  year? 

Worse  yet,  these  national  and  international 
issues  are  not  the  sole — or  even  the  main — 
business  of  those  in  Congress  or  the  White 
House.  Their  main  business  is  getting  re-elect- 
ed. That  is  also  the  main  business  of  those  who 
work  for  them,  even  though  theoretically  these 
staffers  and  appointees  work  for  the  country 
and  certainly  are  paid  by  the  taxpayers. 

One  of  the  strongest  cases  for  term  limits  is 
that  a  one-term  rule  would  free  up  a  major 
block  of  time,  and  eliminate  a  major  conflict- 
of-interest,  among  elected  officials  and  their 
staffs,  by  eliminating  their  overwhelming  pre- 
occupation with  getting  re-elected.  Those 


advocates  of  term  limits  who  wish  merely  to 
restrict  the  number  of  terms  forfeit  much  of 
this  advantage  for,  if  three  terms  are  allowed 
for  a  Congressman,  then  in  two-thirds  of 
those  terms  the  Congressman  and  his  staff  will 
still  be  preoccupied  with  re-election. 

If  the  fear  is  that  two  years  is  too  short  a 
time  for  a  member  of  the  House  of  Represen- 
tatives to  get  the  lay  of  the  land  and  become 
an  effective  legislator,  then  instead  of  allowing 
three  two-year  terms,  one  six-year  term  could 
be  established.  The  point  is  to  get  people 
focused  on  national  concerns,  not  their  own 
re-election. 

Those  who  fear  that  we  would  lose  the  great 
"expertise"  that  members  of  Congress  develop 
after  years  of  dealing  with  certain  issues  fail  to 
see  that  much  of  that  expertise  is  in  the  arts  of 
packaging,  log-rolling,  creative  accounting  and 
other  forms  of  deception.  Those  who  domi- 
nate the  national  political  scene — and  often 
the  local  scene,  as  well — are  experts  only  in  the 
law  and  in  political  machinations. 

Genuine  experts  in  particular  fields  seldom 
have  either  the  incentive  or  the  political  tal- 
ents to  get  elected  to  public  office.  A  leading 
surgeon,  engineer,  corporate  executive,  scien- 
tist or  financial  consultant  earns  far  more  than 
the  salary  of  any  public  official  in  Washing- 
ton. What  incentive  is  there  for  someone  like 
this  to  sacrifice  his  family's  present  well-being 
and  future  security,  unless  he  is  so  driven  by 
the  desire  for  power  that  any  sacrifice  seems 
worth  it? 

Anyone  with  such  a  craving  for  power  is  the 
last  person  to  trust  with  power. 

One  of  the  greatest  economy  moves  we 
could  make  would  be  to  pay  every  member  of 
Congress  a  million  dollars  a  year,  but  with  no 
perks  and  no  pension.  Paying  this  salary  to 
each  member  of  Congress  for  the  entire  21st 
century  would  cost  less  than  running  the 
Department  of  Agriculture  for  one  year. 

This  would  pay  for  itself  many  times  over 
because  many  government  agencies  and  pro- 
grams could  be  eliminated  by  a  Congress  not 
concerned  with  raising  campaign  money  from 
special  interests  that  benefit  from  bureaucra- 
cies ostensibly  set  up  to  serve  the  public. 

With  such  a  salary,  people  who  are  at  the 
top  of  many  fields  could  afford  to  spend  one 
term  in  Washington  performing  civic  duty 
without  sacrificing  their  families — and  without 
any  prospect  that  this  could  be  a  career  from 
which  they  could  retire  with  a  pension. 

The  absence  of  perks  would  emphasize  that 
they  were  not  little  tin  gods  but  simply  citi- 
zens temporarily  serving  in  government. 
They  could  also  bring  some  real  expertise  to 
Washington,  expertise  in  something  besides 
politics.  Bl 
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Insurance  coverage  that  stands  out  from  the  crowd. 

Not  everybody  wants  plain  vanilla. 


Your  business  isn't  just  like  everybody  else's  and  you  don't  want 
in  insurance  company  that  treats  you  that  way. 

Atlantic  Mutual  Insurance  Company  has  been  catering  to  the 
ndividual  needs  of  our  policyholders  for  over  150  years.  That  comes 
laturally  to  us  because,  as  a  mutual  company  our  policyholders 
ire  also  our  stakeholders  — and  it  just  makes  sense  to  take  care  of 
'our  own. 

Maybe  that's  why  so  many  independent  agents  and  brokers 
'ecommend  Atlantic  Mutual  to  their  clients.  We  recognize  that  risks 


vary  by  industry  so  we  design  specific  package  and  workers  compensation 
insurance  programs  to  meet  those  needs.  That  includes  fast  claims 
service,  exceptional  responsiveness  and  a  risk  management  approach 
to  reducing  your  losses — and  your  costs. 

For  a  taste  test,  contact  us  for  the  name  of  your  nearest  independent 
agent  or  broker.  Atlantic  Mutual  Companies,  100  Wall  Street,  New  York, 
NY  10005. 1-H00-451-6721 

=^AtlanticMutual 

Property,  casualty  and  marine  insurance  since  1842. 


"DIGITAL  LIGHT 
PROCESSING 

KNOCKS  THE 
PIXELS  OFF 
TRADITIONAL 
LCD  AND  CRT 
TECHNOLOGY." 

NewMedia  Magazine  5.13.96 


DLP 


Picture  a  new  technology 


A  TEXAS  INSTRUMENTS  TECHNOLOGY  that  captures  the  beauty  of 
digital  light.  20/20  contrast.  20/20  color.  20/20  clarity.  (And 
a  technology  you  don't  need  a  technician  to  control.) 

Now  imagine  all  this  technology  applied  to  your 
presentation.  For  the  first  time  your  screen  is 
as  clear  as  a  just-washed  window.  (There's  none 
of  the  usual  haze.) 
The  colors  of  the 
graphics  look  natur- 
al instead  of  like  the 
colors  of  a  cartoon. 
Your  PowerPoint® 
slides  appear  as 
sharp  as  35mm  film. 
From  almost  any 
viewing  angle.  Even 
if  you're  presenting 
in  a  well-lit  room. 


DLP  reflects  your  original  images  directly  to  a  screen  of  almost  any  size 
with  true  colors  and  crisp  data  and  video  images. 


Your  presentation  was  created  digitally. 
Edited  digitally.  And  stored  digitally. 
Now  there's  a  way  to  present  it  digitally. 


face  of  projection  technology."  From  the  same  advanced 
engineering  team  that  recognizes  the  point  of  a  new 
technology  is  not  to  make  you  spend  more.  But  to  let 
you  spend  about  the  same  and  get  more  picture. 

NewMedia  Magazine  also  says  "seeing 

is  believing."  And 
we  agree.  Digital 
Light  Processing 
is  featured  in  many 
state-of-the-art  pro- 
jection systems  from 
Davis,  Electrohome, 
InFocus  Systems, 
nView  and  Proxima 
at  a  dealer  near 
you.  We'll  send  more 
detailed  informa- 


You  are  imagining  digital  processing  applied  to  light. 
Digital  Light  Processing'"  (DLP™)  technology  created  by 
Texas  Instruments.  An  all-digital  display  technology.  One 
that  NewMedia  Magazine  claims  "literally  changes  the 
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tion  when  you  call  i-888-DLP-BY-TI,  ext.  700.  Or  if  you 
prefer,  for  an  online  demonstration  of  TI's  perfectly 
digital  display  technology,  visit  http://www.ti.com/dlp 
on  the  Internet. 
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Korean  carmakers  are  gearing  up  for  6  million  units 
in  annual  capacity.  Where  do  they  expect  to  sell  all 
that  iron? 

Move  over,  Japan 


By  Neil  Weinberg 

After  ten  years  of  trying  to  crack 
the  U.S.  market,  Korea's  Hyundai 
Motor  Co.  sold  only  107,000  cars 
here  last  year,  less  than  half  its  total 
eight  years  ago  (see  chart,  p.  86).  But 
far  from  being  discouraged,  the 
Chung  family,  which  set  up  and  still 
operates  this  $13.3  billion  (1995  rev- 
enues) publicly  listed  company,  is 
mounting  yet  another  effort. 

"Fiat,  Renault  and  Peugeot  could 
not  compete  in  the  U.S.,  so  they're 
not  world  players,"  says  Hyundai 
Motors'  recently  named  chairman, 
Oxford  University-educated  Chung 
Mong  Gyu.  "We  need  to  be  in  the 
U.S.  to  train  ourselves,  cut  costs  and 
become  a  world  player,"  he  adds. 

Hyundai  car  executives  agree  that 
some  of  their  cars'  engines  still  idle 
more  roughly  than  they'd  like  and 
that  the  electronics  are  a  few  years 
behind  the  times.  An  image  problem 


persists  in  the  U.S.  Thus  half  of  the 
nearly  512,000  cars  Hyundai  export- 
ed last  year  went  to  developing  coun- 
tries, mainly  in  the  Middle  East, 
Africa  and  Southeast  Asia.  Explains 
Lee  Hyong-Keun  of  Hyundai's  inter- 
national business  division,  "In  emerg- 
ing markets  we  don't  have  a  quality 
problem." 

In  China,  where  companies  such  as 
General  Motors  and  Toyota  are  still 
lobbying  for  footholds,  Hyundai  has 
acquired  a  reported  30%  interest  in  a 
joint  venture  in  the  city  of  Wuhan. 
Hyundai  will  likely  reach  a  production 
rate  of  60,000  commercial  vehicles 
annually  there  sometime  next  year. 

In  fast-growing  Indonesia,  Hyun- 
dai's hometown  rival  Kia  Motors 
plans  to  produce  a  car  in  a  venture 
with  one  of  President  Suharto's  three 
sons.  Hyundai  has  been  quietly 
assembling  its  Elantra  in  Indonesia 


since  July  1995,  at  Citra  Mobil 
Nasional,  in  a  joint  venture  with  one 
of  Suharto's  other  sons. 

Hyundai's  biggest  bet  right  now  is 
in  India,  where  it  is  investing  $1.1 
billion  in  a  Madras  plant  to  turn  out 
as  many  as  100,000  vehicles  annually 
by  1998.  The  Indian  auto  market  has 
scarcely  been  scratched.  At  present 
there  is  only  one  car  for  every  320 
Indians. 

Korea's  other  main  carmakers,  Kia 
Motors  (revenues,  $7  billion)  and 
Daewoo  Motors  ($4.5  billion),  are 
also  aggressively  pushing  into  devel- 
oping country  markets.  But  Daewoo 
may  suffer  a  setback  from  last 
month's  conviction  of  its  chairman 
on  political  corruption  charges. 
Moreover,  Daewoo  and  Kia  still  rely 
heavily  on  technology  licensed  from 
foreign  carmakers.  Hyundai,  by  con- 
trast, has  made  an  all-out  push  to 
develop  its  own  technology  ever  since 
1967,  when  it  was  first  set  up  to 
assemble  the  Ford  Pony. 

"The  last  ten  years  we've  invested 
to  make  our  own  engines  and  trans- 
missions," boasts  Chairman  Chung. 
"I  don't  think  another  Third  World 
automaker  has  done  this."  Having 
proprietary  technology  gives  Hyundai 
a  financial  and  strategic  edge.  Vince 
Kim,  an  auto  analyst  with  Jardine 
Fleming  in  Seoul,  explains  that  many 
foreign  companies  are  now  unwilling 


Hyundai  Motor's 
new  chairman, 
Chung  Mong  Gyu 
Rivals  are 
scrambling 
for  footholds 
in  places 
like  China 
and  Indonesia. 
Hyundai  is 
already  there. 
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to  help  a  company  they  recognize  as 
a  potential  threat.  "When  Korean 
automakers  were  small,  foreign  part- 
ners were  willing  to  help,  but  that 
isn't  the  case  anymore,"  says  Kim. 
Lee  Hyun  Soon,  managing  direc- 


tor of  Hyundai's  central  research 
center  and  chief  designer  of  its  two 
homegrown  engines,  reports  that 
Hyundai's  technology  licensing  fees 
fell  from  over  1%  of  sales  in  1991  to 
0.2%  in  1995 — less  than  one-third  of 


An  image 
probl 


em 


A  DECADE  AGO  Hyundai  tar- 
geted the  California  market, 
the  best  U.S.  sales  territory 
for  most  Asian  cars.  But 
product  quality  was  poor, 
the  word  got  around  and 
Hyundai  left  angry  ex-own- 
ers all  over  the  state. 

This  time  it  simply  does 
not  have  the  models  most 
people  want:  four-wheel- 
drive  sports  utility  vehicles, 
minivans,  pickups.  Nor  do 
the  executives  back  home 
seem  to  understand  how 
fiercely  competitive  the  U.S. 
market  is,  according  to  for- 
mer Hyundai  executives — 
and  there  are  quite  a  few 
"formers"  around.  "They 
say,  lWe  sell  in  Korea,  we 
sell  in  Hungary,  we  sell  in 
Egypt.  What  is  wrong  with 
you  in  America? "'  grumbles 
one  Hyundai  Motor 
America  official. 

But  unlike  Renault,  Fiat 
and  other  foreign  automak- 
ers that  have  given  up  on 
the  U.S.  market,  the 


Hyundai  cars  sold  in  the  U.S.  (thousands) 


'First  seven  months  of  1996  annualized,  but  Hyundai  expects  a  slight 
increase,  for  the  year.  Source:  Hyundai  Motor  America 


Koreans  don't  quit.  In 
terms  of  quality,  Hyundai's 
cars  today  are  not  bad  com- 
pared with  others  in  their 
class.  Coming  this  fall  is  the 
Tiburon,  a  handsome  sports 
coupe  that  will  probably  be 
priced  in  the  $13,000-to- 
$17,000  range. 

Hyundai's  sales  goal  for 
the  U.S.  in  the  year  2000  is 
200,000  units,  double  this 
year's  likely  sales.  On  the 
drawing  boards  are  utility 
vehicles  (one  will  be  here  in 
three  years)  and  minivans. 
Doug  Mazza  is  chief  operat- 
ing officer  of  Hyundai 
Motor  America.  Mazza 
plans  to  deal  with  the  image 
problem  slowly  but  steadily 
by  giving  the  customers 
unbeatable  service. 

Owners  of  earlier 
Hyundai  models  who  call 
with  complaints  will  be 
showered  with  help  and 
attention.  "We  have  only 
17%  repeat  business,"  says 
Mazza.  "We  can  spend 
SI, 000  (per  car)  in  ads  and 
$1,000  in  rebates  to  get  a 
new  customer.  We  could 
win  an  old  one  back  with 
$150  in  extra  service.  We 
realize  that  changing  our 
image  must  come  through 
the  ownership  experience." 

-Jerry  Flint  h 

Hyundai's  Tiburon 

Sporty,  and  priced  to  move. 


Kia's.  "In  three  to  four  years  w«| 
expect  net  royalty  income,"  says  Lee 

Over  the  past  two  years  Hyunda 
began  exporting  two  cars,  both  com 
taining  all- Korean  technology,  thtf| 
subcompact  Accent  sedan  and  the 
compact   Avante.    Priced  arouncl 
$15,000  and  $17,000,  respectively! 
these  two  ears  helped  push  sales  inl 
Europe  up  50%  last  year,  to  overl 
130,000  units. 

At  home,  Hyundai  controls  nearly 
half  of  Korea's  1.6  million  passen-l 
ger-car  market  and  about  60%  of  the 
high-margin  midsize  and  luxury 
segments.  The  home  market,  until 
very  recently  protected  by  high  tar- 
iffs and  other  barriers,  such  as  limits 
on  car  dealers'  showroom  sizes,  is 
still  highly  profitable  and  thus  helps 
subsidize  overseas  expansion.  But 
the  home  market  is  fast  becoming 
saturated. 

Yet  Korea's  automakers  say  they'l 
double  capacity  over  the  next  four 
years,  to  around  6  million  units. 
Hyundai  already  operates  the  world's 
largest  auto  factory,  at  Ulsan,  in 
southeastern  Korea,  and  is  opening 
two  more.  Meanwhile,  Hyundai's 
archrival  Samsung  plans  to  join  the 
automaking  fray  in  1998  (Forbes, 
Sept.  25,  1995). 

It's  no  mystery  where  the  Koreans 
expect  to  sell  all  those  cars.  Countries 
containing  71%  of  the  world's  popu- 
lation— in  the  former  Soviet  Union, 
Asia  and  Latin  America — are  just 
starting  to  become  mass  consumers 
of  automobiles,  and  their  markets  are 
fairly  well  up  for  grabs.  In  this  con- 
text, Hyundai's  strategy  becomes 
clear:  It  really  doesn't  expect  to  make 
much  in  the  U.S.  It  is  spending  lav 
ishly  to  strengthen  its  technology  and 
to  test  itself  in  the  tough  U.S.  market 
not  as  ends  in  themselves  but  to 
make  itself  a  more  formidable  com- 
petitor in  those  parts  of  the  world 
that  are  only  beginning  to  enter  the 
auto  age. 
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In  the  teeming  countryside  the  pragmatic  Chinese  are  creating  a  new  kind 
of  company.  It  looks  semisocialist,  but  really  isn't. 


Small  is  beautiful 


By  Andrew  Tanzer 

Seventy  miles  up  the  Pearl  River 
from  Hong  Kong,  in  Guangdong 
province,  Rongqi  (pop.  55,000)  has 
the  look  of  a  prosperous  and  well-run 
town.  There  are  broad  and  tidy 
streets,  high-rise  apartment  and  office 
buildings,  new  schools  and  sports 
facilities,  fancy  seafood  restaurants 


and  little  luxuries  such  as  disposable 
diapers  in  the  well-stocked  shops. 

The  mayor,  Liang  Maoxian,  ticks 
off  some  impressive  economic  indica- 
tors for  his  formerly  rural  township. 
Industrial  outputs  are  compounding 
at  32%  a  year.  There  are  1.5  motor- 
bikes per  family.  At  $5,000  per  capita, 


bank  deposits  in  the  community  are 
four  times  the  average  annual  income. 

What  makes  Rongqi  so  prosper- 
ous? Small  businesses.  Nearly  every- 
one in  Rongqi — plus  40,000  migrant 
workers  from  within  and  outside 
Guangdong — works  in  one  of  the 
town's  hundreds  of  small  enterprises: 


Rongqi  township,  in  Guangdong  province's  Pearl  River  Delta 

Property  rights  may  be  unclear,  but  there's  no  mistaking  the  prosperity. 
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appliance  and  garment  factories, 
shops,  restaurants,  construction  forms. 

Journalists  covering  the  emergence 
of  China's  economy  focus  most  of 
their  attention  on  the  flood  of  foreign 
investment,  surging  exports  and  the 
rise  of  rich  peasant  farmers.  But  the 
most  significant  economic  action  is 
the  explosion  of  small-scale  rural 
businesses  in  Rongqi  and  thousands 
of  towns  and  suburbs  like  it. 

These  small  businesses  are  a  world 
apart  from  the  huge,  inefficient  enter- 
prises created  under  communism,  but 
they  do  have  a  uniquely  Chinese 
touch  of  pragmatism.  In  a  country 
that  has  not  yet  officially  accepted 
capitalism,  they  are  capitalist  enter- 
prises partly  disguised  as  government 
companies  or  cooperatives.  "These 
town  and  village  enterprises  have 
been  the  engine  of  China's  econom- 
ic growth  in  the  1980s  and  1990s," 
says  Scott  Rozelle,  a  Stanford  Uni- 
versity specialist  in  China's  rural 
development. 

Over  the  past  15  years  industrial 
output  at  these  rural  business  enter- 
prises has  expanded  by  about  25%  a 
year  in  real  terms.  These  small  busi- 
nesses are  creating  most  of  the  new 
nonfarm  jobs  in  China — about  100 
million  since  economic  reform  began 
in  1978.  Since  then  these  small  local 
enterprises  have  lifted  their  share  of 
China's  industrial  output  from  9%  to 
over  40%,  and  their  share  is  still 
rising.  The  central  government 
sector's  share  has  slumped  from  78% 
to  31%. 

tves — as  the  town  and  village 
enterprises  are  called — may  account 
for  one-third  of  the  country's  bur- 
geoning exports.  Much  of  the  export 
action  is  in  the  form  of  joint  partner- 
ships between  the  tves  and  foreign 
corporations.  In  Rongqi,  for  instance, 
Northern  Telecom  and  Sanyo  Elec- 
tric have  built  joint-venture  plants. 

But  who  owns  and  runs  the  tves? 
Ownership  and  control  of  these 
bustling  businesses  is  frequently 
something  of  a  mystery  to  outsiders 
and  Chinese  alike.  In  Rongqi,  as  else- 
where, property  rights  are  ill-defined, 
and  the  line  between  informal  pay- 
ments, profit  sharing  and  taxation  is 
often  murky.  But  a  stroll  through  the 
town  makes  it  clear  that,  one  way  or 
another,  the  profits  from  these  busi- 
nesses are  plowed  back  into  the  local 
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course,  access  to  retirement 
plan  specialists  is  just  a  toll- 
free  phone  call  away. 

Timesaving  software  and 
support.  Whether  you're  setting 
up  a  new  plan  or  converting 
from  an  existing  one,  you'll 


always  know 
whom  to  call  for  answers.  We'll 
help  get  you  up  and  running 
and  provide  PC-based  software 
to  streamline  Century  Plan 
administration. 

100%  no-load  mutual  funds. 

T.  Rowe  Price  is  one  of 
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Like  everything  else  about 
the  T.  Rowe  Price  Century 
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1-800-831-1378 


Invest  W  ith  Confidence*  Cjjjjv 

T.RowePrice  flk 


Pan  Ning,  chairman  of  Guangdong  Kelon  Electrical  Holdings 

China's  leading  refrigerator  maker  now  has  a  Hong  Kong  listing. 


community  in  the  form  of  rising 
wages  and  expanding  payrolls,  new 
schools  and  other  public  works. 

This  explosive  growth  has  taken 
both  China's  leaders  and  foreign 
economists  by  surprise.  In  the  late 
1980s  Deng  Xiaoping  himself  called 
the  booming  rural  enterprises  the 
most  surprising  achievement  of  his 
economic  reform  program.  This 
spontaneous  development  was  a 
stroke  of  sheer  good  luck  for  Deng 
and  his  fellow  central  planners. 
Richard  Newfarmer,  the  World 
Bank's  lead  economist  for  China, 
credits  the  TVEs  for  much  of  China's 
extraordinary  economic  growth. 

In  theory,  the  TVEs  are  a  variant  of 


socialism,  owned  by  communities  and 
their  residents.  But  this  is  theory,  not 
fact.  Many  TVEs  are  for  all  practical 
purposes  owned  and  run  bv  private 
business  people.  While  ownership 
theoretically  vests  in  the  community, 
in  fact  the  individual  citizens  typical- 
ly own  no  shares  and  get  no  divi- 
dends. In  many  cases  entrepreneurs 
either  lease  the  businesses  from  the 
town  or  village  or  pay  a  proportion  of 
the  profits  to  the  theoretical  owner. 
Think  of  them  as  being  like  leveraged 
buyouts,  with  the  old  owners  still 
getting  income  from  the  property  but 
with  the  new  owner  in  full  control. 

This  is  a  typically  pragmatic  Chi- 
nese arrangement  that  gets  around 


the  absence  of  fully  spelled-out  prop- 
erty rights.  "One  of  the  great  anom- 
alies of  China  is  that  people  said  you 
couldn't  get  fast  growth  without  clear 
propertv  rights,"  notes  Nicholas 
Lardy,  a  China  economist  at  Brook- 
ings Institution. 

It  all  started  at  the  end  of  the 
1970s,  at  the  dawn  of  China's  eco- 
nomic reform.  When  Mao's  com- 
munes were  dismantled  and  the  peas- 
ant farmers  freed  to  farm  pretty  much 
as  they  liked,  agricultural  productivi- 
ty, incomes  and  savings  quickly 
surged.  This  left  an  army  of  people 
no  longer  employed  in  make-work 
jobs.  But  strict  laws  against  migration 
to  the  cities  kept  the  excess  labor 
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LET  METLIFE  SHAPE  A  BENEFITS  PLAN 
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Downsizing  and  budget  cuts  may  give 
benefits  managers  more  to  do  than  ever 
before,  and  maybe  less  staff  to  do  it  with. 
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The  Next  Innovative  Step 

Half  a  century  ago, 
inspired  by  a  challenging  spirit  and 
an  unyielding  desire  to  succeed, 
Hyundai  took  its  "first  pioneering  step" 
into  the  rapidly  changing  world  of  technology. 

Since  then,  Hyundai  has  made  leaping  advances 
to  position  itself  as  a  global  force 
in  such  diverse  industries  as  automobiles, 
electronics,  iron  &  steel,  shipbuilding, 
engineering  &  construction, 
machinery  and  petrochemicals. 

Today,  Hyundai  is  ready 
to  take  its  "next  innovative  step" 
into  the  new  technologies  and  industries 
that  will  shape  the  21st  Century  - 
aerospace,  telecommunications  satellites, 
pollution-free  transportation  systems. 

And  we  expect  to  be  at  the  cutting-edge 
of  tomorrow's  new  product  development 
guided  by  a  renewed  sense  of  commitment 
to  improving  our  living  environment. 

Hyundai  - 

Committed  to  the  challenge  to  explore. 
From  Chips  To  Ships  - 

HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


"Hyundai  Group  will  continue  to  race 
towards  the  21st  century  with  renewed 
enthusiasm  and  commitment" 

Chung,  Mong-koo 
Chairman 


bottled  up  on  the  farms. 

That  sounds  like  a  recipe  for  disas- 
ter, and  w  ould  have  been  had  China 
stuck  tightly  to  socialism  and  central 
planning.  But  with  Beijing  looking 
the  other  way,  the  people's  native 
energies  and  imagination  blossomed. 
Small  enterprises,  sometimes  family- 
based,  sometimes  ad  hoc  coopera- 
tives, started  doing  things  like  stitch- 
ing garments  and  assembling 
inexpensive  consumer  electronics 
items.  Capital  came  in  part  from 
peasants1  savings,  recycled  through 
the  rural  credit  cooperatives,  and  in 
part  from  local  governments. 

To  a  large  extent  the  rural  and 
township  enterprises  succeeded 
because  they  were  outside  the  reach 
of  central  planners.  They  sometimes 
operated  outside  the  law  but  with 
protection  and  help  from  their  local 
communities. 

Pan  Ning,  a  59-year-old  Rongqi 
township  official,  was  one  govern- 
ment worker  who  responded  to 
market  signals.  In  1982  Pan  traveled 
around  the  country  studying  what 
was  in  demand.  Concluding  there  was 
a  big  future  in  refrigerators,  Pan  left 
his  government  job  in  1983  to  found 
a  refrigerator  plant  with  S30,000  in 
seed  monev  from  Rongqi  township. 
Today  he  is  chairman  of  Rongqi's 
Guangdong  Kelon  Electrical  Hold- 
ings, the  country's  largest  refrigerator 
maker.  It  should  earn  S60  million  this 


Guangdong  Kelon 
factory  in  Rongqi 
Most  of  the  5,000 
workers'  earnings 
are  based 
on  how  much 
they  produce. 


year  on  S360  million  in  sales. 

After  being  restructured  into  a 
stockholding  company,  in  July  the 
company  listed  its  shares  on  the 
Hong  Kong  stock  exchange,  the  first 
tve  to  go  public  outside  China.  Cur- 
rent market  value:  S300  million. 

In  Rongqi  the  local  government 
helped  finance  hundreds  of  industri- 
al and  commercial  enterprises.  It  took 
back  an  ownership  stake.  Mayor 
Liang  says  profits  from  these  invest- 
ments finance  public  improvements 
and  services:  roads,  hospitals,  parks, 
sanitation  and  public  security.  The 


pay  and  perks — such  as  cars  and  trip; 
abroad — of  Liang  and  other  locai 
officials  are  also  tied  to  the  profits  oi 
their  portfolio  companies. 

Some  TVEs  are  tightly  controlled  by 
local  government.  Many  others  arc 
capitalist  in  all  but  name.  At  Pan 
Ning's  Guangdong  Kelon,  for 
instance,  workers'  earnings  are  almost 
entirely  based  on  piece  rates.  The 
company's  five  executive  directors 
could  share  SI  million  this  year  in 
profit-linked  bonuses. 

Unlike  the  moribund  state-owned 
enterprises,  the  tyhs  aren't  subsidized 
with  cheap  loans  financed  by  Bei- 
jing's money-printing  presses. 
According  to  Brookings'  Lardy, 
China's  state-owned  corporations 
earn  less  than  1%  on  assets  and 
account  for  30%  of  China's  industrial 
output.  Yet  they  hog  70%  to  80%  of 
loans  from  state  banks.  This  forces 
the  TVE  managers  to  work  their  limit- 
ed capital  harder  and  smarter. 

The  ownership  of  these  enterprises 
should  become  more  formalized  as 
time  passes.  "You'il  get  more  private 
ownership,"  predicts  Dwight  Perkins, 
a  China  economist  at  Harvard. 
"There  will  be  formal  taxes  and  fewer 
informal  payments."  Not  all  the  oper- 
ators of  TVEs  will  like  that  formaliza- 
tion. Ma  Guonan,  a  China  specialist 
at  Bankers  Trust  Co.  in  Hong  Kong, 
is  only  half-joking  when  he  says: 
"The  main  reason  for  the  fast  growth 
of  the  TVEs  is  the  ineffectiveness  of 
the  tax  svstem."  I 


Liang  Maoxian, 
mayor  of  Rongqi 
township 
The  economy 
is  booming,  the 
banks  are  flush 
with  deposits  and 
migrant  workers 
are  pouring  in. 
So  who  cares  if 
tax  collections 
are  somewhat 
informal? 
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3ur  Business  Is  Helping  Y)urs 
Make  The  Competition  Wish 

They  Weren't. 

To  win  in  todays  marketplace, 
you  cant  afford  to  make  a  wrong  move. 
You  need  to  think  ahead.  And  when 
you're  looking  to  come  up  with  new 
and  smarter  ways  of  providing  real 
value  to  your  customers,  we  can  give 
you  that  competitive  edge. 

Like  helping  a  health  and  fitness 
equipment  company  acquire  the  needed 
capital  to  service  seasonal  peak  activity 
and  long-term  growth  plans.  Or  helping 
'eading  international  airport  work  with  local  government  agencies  to  make  their  transportation  systems  state  of  the  art. 

At  GE  Capital  Services,  we're  26  diversified  businesses.  And  each  one  is  dedicated  to  developing  and  delivering 
oducts  and  services  that  make  sure  you  stay  ahead  of  the  game.  If  you're  looking  to  become  more  competitive,  call 
S00-243-2222  today.  It's  a  smart  move. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours' 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


EDITED  BY  LAURA  SAUNDERS 


If  you  sit  on  any  nonprofit  boards,  better  read  this  article. 

No  more 
sweetheart  deals 


Do  von  sit  on  the  board  of  a  tax- 
exempt  organization  such  as  a  chari- 
ty, a  college,  a  museum  or  a  church? 
Pay  attention. 

Congress  has  just  enacted  rules 
that  could  cost  you  and  your  fellow 
board  members  up  to  $10,000  com- 
bined if  the  LRS  finds  hanky-panky  at 
the  nonprofit.  They  also  might  bol- 
ster private  lawsuits  holding  you 
responsible  for  the  mis- 
deeds, says  Harvey  Berger, 
a  tax  expert  with  Grant 
Thornton  in  Washington, 
D.C. 

The  new  rules  are  in  the 
innocently  labeled  Tax- 
payer Bill  of  Rights  II, 
signed  at  the  end  of  July. 
They  give  the  IRS  a  tactical 
weapon  with  which  to 
enforce  the  long-standing 
tax  law  declaring  that  no 
one  is  permitted  to  get 
rich  off  a  charity.  Until 
now,  the  only  way  the  IRS 
could  punish  misdeeds  at 
charities  was  to  yank  the 
charity's  tax  exemption. 
But  doing  so  punished 
those  the  charity  was  sup- 
posed to  help  more  than  it 
did  the  miscreants. 

Under  the  new  rules, 
trouble  starts  if  the  IRS 
determines  that  there  has 
been  a  misdeed  with  an 
"excess  benefit."  It  could 
be  a  fat  salary,  a  sweet- 
heart contract  or  an 
embezzlement.  If  some- 
one got  an  excess  benefit, 
the  IRS  can  both  fine  the 
recipient  25%  of  the  bene- 
fit and  demand  that  the 
benefit  be  given  back  to 
the  charity.  If  the  guilty 
party  doesn't  pay  the 
money  back,  he  or  she 


owes  twice  the  excess  benefit  to 
Uncle  Sam. 

Say  a  board  member  convinces  the 
president  of  a  college  to  let  the 
school's  insurance  contracts  to  her 
firm,  even  though  going  with  a  rival 
would  save  the  school  $150,000.  In 
turn,  the  board  member  is  influential 
in  voting  the  president  a  lavish  salary, 
perhaps  $200,000  higher  than  the 


norm  at  comparable  universities.  The 
IRS  could  force  the  repayment  of  both 
the  $150,000  and  the  $200,000. 

There  are  allegations,  recently  aired 
at  hearings  conducted  by  New  York 
State  authorities,  that  just  such 
logrolling  infected  the  management 
of  Adelphi  University  in  Garden  City. 
The  university  insists  that  all  the 
arrangements  were  proper.  Maybe 
they  were,  but  there's  no 
question  that  the  new 
rules,  had  they  been  in 
place,  would  have  given 
the  board  far  more  rea- 
son to  be  circumspect. 

What  if  a  charity 
helped  out  a  board 
member  or  an  officer  via 
a  fringe  benefit — for 
example,  by  picking  up 
$750  of  the  officer's  per- 
sonal parking  tickets?  The 
IRS  could  call  the  pay- 
ment an  excess  benefit, 
force  repayment  and  levy 
a  $188  '  fine.  Once 
caught,  the  charity  would 
not  have  the  option  of 
retroactively  including 
the  $750  in  the  officer's 
salary.  To  protect  him 
from  the  penalty,  it 
would  have  to  have 
included  the  reimburse- 
ment on  his  original  W-2. 

What  about  directors 
who  sit  still  for  this  kind 
of  mischief?  They  can 
be  fined  a  collective 
$10,000,  even  if  they 
didn't  profit.  "This  is  a 
wake-up  call  to  board 
members,"  says  Berger. 

So  wake  up,  and  make 
sure  your  nonprofit  is 
behaxing  itself.  The  lax\-  is 
retroactive  to  Sept.  13, 
1995.  -L.S.  m 
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Recently  we  were  part  of 
a  medical  breakthrough,  although 
he  deserves  some  of  the  credit. 


It's  called  the  Turtle"1  TS-1  Safety  Syringe.  A  spring- 
loaded  plastic  shell  that  covers  a  hypodermic  needle 
before  and  after  an  injection.  Inspired  by  the  fellow 
above,  this  innovation  will  drastically  reduce  an  esti- 
mated four  million  accidental  needlesticks  a  year. 
To  create  it,  the  medical  industry  turned  to  Phillips 


Petroleum  for  K-Resin  SB  Copolymer,  the  only  plastic 
found  to  meet  the  high  moldability  and  clarity 
demands.  It's  astonishing  what  happens  when  tech- 
nology and  a  turtle  get  together.  At  Phillips,  that's  what 
it  means  to  be  The  Performance  Company  <pii§» 
PHILLIPS  PETROLEUM  COMPANY  @ 


For  a  copy  of  our  annual  report,  call  918-661-3700,  or  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  74004. 


We  gave  PC  Magazine  an  AST  Ascentia  J. 


Ascentia  J50    •    133MHz  Pentium"  processor,  10.4"  SVGA  TFT,  2  Type  II  or  1  Type  III  PC  card  slots,  800  MB  removable  hard  drive,  built-in  16-1 
quality  audio,  integrated  14.4  modem,  Lithium  Ion  battery,  weight:  5.8  lbs. 

Pardon  our  excitement,  but  the  AST"  Ascentia1"  J  just  beat  out  21  competitors  to  win  the  coveted  PC  Maga 
Editors'  Choice"  award.  We  couldn't  be  prouder... well,  actually  we  could.  Because  this  is  just  one  of  se\ 
awards  that  have  been  bestowed  upon  the  Ascentia  J,  including  the  PC  Week  Analyst's  Choice  award 

CI996  AST  Research.  Inc.  ASTts  a  registered  trademark.  AST  Computer,  the  AST  logo.  Ascentia  and  "Where  Things  are  Happening'  are  trademarks  of  AST  Research.  Inc.  Information  subject  to  change  without  notice.  Intel.  Pentium,  and  the  Intel  Inside  logo  am 
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What  we  got  in  return  was  priceless. 


ows  Magazine  100  best  products.  So  why  don't  you  see  for  yourself  what 
xperts  are  raving  about.  And  while  you're  at  it,  check  out  the  Ascentia  P,  with 
-turning  features  like  a  swappable  CD-ROM  drive.  In  the  meantime,  go 
id  and  open  up  an  AST  Ascentia  or  a  PC  Magazine.  Both  will  show  you 
now  impressive  we  are.  Call  1 -800-876-4AST  or  visit  us  at  www.ast.com. 
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Where  things  are 


Is  the  kid  glued  to  the  computer  playing  electronic  games 

when  he  should  be  studying?  He  could  be  preparing  for  a  brilliant  career. 

Wanted: 

opinionated  pains 
in  the  butt 


By  Damon  Darlin 


Interplay's  game- 
testing  department 
Caffeine  and 
a  career  boost. 


But  for  the  glow  of  the  computer 
screens,  it  would  be  pitch  dark. 
Young  men  w  earing  baggy  shorts,  T 
shirts  and  headsets  hunch  silently 
before  the  screens.  The  only  noise  is 
the  frenetic  clicking  of  computer 
mice.  You're  in  the  game-testing  war 
room  at  Interplay  Productions  in 
Irvine,  Calif.  "This  is  the  career  track 
for  getting  into  the  [interactive  enter- 
tainment] business,"  says  Brian  Fargo, 
founder  and  chief  executive  officer  of 
the  seventh-largest  gamemaker,  Inter- 
play. "There  is  no  other  way."  He 
speaks  from  experience.  Fargo  began 
his  career  building  and  testing  games 
at  age  14.  Now  he  is  33.  And  worth 
an  estimated  S200  million. 

Not  many  of  them  are  getting  rich, 
but  a  lot  of  young  people  are  making 
a  living,  often  a  good  living,  playing 


with  computer  games.  Last  year  con- 
sumers spent  SI  billion  buying  the 
games,  and  more  than  500  compa- 
nies, most  of  them  privately  held, 
compete  in  the  industry,  with  titles 
like  Duke  Nukem,  Rebel  Assault  and 
Bad  Mojo.  In  this  brand-new  indus- 
try, cue  International,  LucasArts, 
Electronic  Arts  and  GT  Interactive  are 
the  biggest,  but  the  business  is  young 
and  anything  can  happen. 

Interplay  employs  about  45  testers 
in  its  so-called  quality-assurance 
department.  The  manager  is  24-year- 
old  Jeremy  Barnes,  a  lankv  fellow 
with  a  buzzcut  and  a  black  T  shirt 
that  reads  "Nosferatu."  "Most  people 
here  are  out  of  high  school  and 
stuff,"  says  Barnes,  who  skipped  col- 
lege, starting  at  Interplav  when  he 
was  20.  "My  parents  hated  that  I 


played  games.  Now  that  I  make  a 
living  at  it,  they  never  bring  it  up,"  he 
says.  The  industry's  starting  pay  is 
not  overly  generous:  S8  an  hour. 

This  may  be  fun,  but  it  is  also 
w  ork.  Most  game-testers  last  only  a 
year  or  so,  because  they  are  either 
promoted  or  done  in  by  monotony 
and  long  hours.  Indeed,  in  the  weeks 
just  before  a  new  product  is  slated  to 
be  shipped  to  computer  retailers,  18- 
hour  days  are  common.  One  tester  at 
Activision,  a  Los  Angeles  maker  of 
the  Spycraft  and  Zork  games,  became 
a  legend  when  he  fell  asleep  in  mid- 
sentence  at  a  product  meeting  and 
woke  up  a  minute  later  completing 
another  sentence.  "The  strong  sur- 
vive and  the  weak  go  away.  It  is  sur- 
vival of  the  fittest  around  here,"  says 
Lisa  Labon,  a  26-year-old  recently 
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WITH  OVER  66,000  MOVING  PARTS, 

YOU  HAVE  TO  BE 
A  WELL-OILED  MACHINE. 


Over  fifty-two  thousand  tractors  and  trailers.  Over 
urteen  thousand  trucks.  Ninety  jet  air  freighters, 
st  to  name  a  few. 

Twenty-four  hours  a  day,  around  the  world,  the  parts 
The  CF  Companies  are  moving  with  well-oiled 
•ecision,  delivering  the  critical  shipments  that  help 
ousands  of  our  customers  operate  successfully. 
The  CF  Companies  offer  combined,  customer-focused 
pabilities  ranging  from  regional  and  nationwide 
ucking  to  worldwide  air  freight,  from  truckload,  ocean 


and  intermodal  services  to  warehouse  and  logistics 
management. 

Using  a  sophisticated  network  of  computer  and 
transportation  technology  -  along  with  a  relendess 
commitment  to  consistent,  cost-effective,  on-time 
service -The  CF  Companies  are  unequalled  at  making 
transportation  work  better  for  you. 

For  more  information  about  the  part  our  companies 
can  play  in  the  success  of  yours,  call  1-800-520-8465 
for  our  worldwide  resources  brochure. 


THE  CF  COMPANIES 


(,T  MotorTreiebt,  Emery  Worldwide,  (Urn-Way  Transportation  Services,  Mcnlo  Logistics 


COnSOLIDHTED  FREIGHTUUAYS,  IRC 

WE  PUT  YOU  MILES  AHEAD 


The 
Company 


http://www.cnf.com 


Brian  Fargo,  Interplay's  game-playing  chief  executive 

A  childhood  passion  has  paid  off  quite  nicely,  Mom. 


promoted  associate  producer  at 
Activision  and  one  of  the  few  women 
in  the  ranks. 

Every  game-tester's  goal  is  to 
"break  the  game,"  that  is,  find  flaws 
or  bugs  in  it.  This  might  be  done  by 
clicking  the  computer's  mouse  at 
inappropriate  spots  or  by  clicking 
frenetically,  which  can  overload  a 
game.  When  a  bug  is  found,  the 
tester  must  be  able  to  tell  the  pro- 
grammers how  he  spotted  it.  A 
tester  who  can  also  suggest  how  to 
fix  the  problem  scores  extra  points. 
With  every  new  version  of  the  game, 
testing  begins  again. 

Dealing  with  programmers  is  no 
picnic.  While  it  is  a  coup  to  find  a 
flaw,   programmers  can   be  very 


unpleasant  with  people  who  find 
them,  so  you  had  better  have  a  tough 
skin.  "Your  job  is  to  be  an  opinionat- 
ed pain  in  the  butt,"  says  Interplay 
Chief  Executive  Fargo. 

Game-testers  who  move  up  the 
company  ladder  learn  how  to  explain 
a  complex  computer  problem  in 
simple  terms.  They  also  learn  the 
demands  of  marketing,  sales  and  pro- 
duction. The  rising  stars  are  those 
who  come  up  with  ideas  for  new 
games.  Eric  DeMilt,  26,  was  a  tester 
at  Interplay,  well  know  n  for  his  abili- 
ty to  break  games  quicklv.  When  he 
was  testing  a  game  based  on  the 
peace-preaching  Star  Trek  program, 
he  suggested  to  programmers  that 
something  should  happen  on-screen 


when  a  player  shoots  at  people  in 
the  game.  Programmers  originally 
balked,  but  they  eventually  agreed  to 
modify  the  game,  which  is  now  a  top 
seller.  DeMilt,  who  never  completed 
college,  was  promoted  three  years 
ago  to  associate  producer,  making 
about  $35,000.  "They  give  a  guy 
with  a  high  school  education  a  lot  of 
money  to  make  games,"  he  says. 

But  the  business  isn't  only  for  kids 
who  skipped  college.  John  Laflcur,  27, 
was  a  Los  Angeles  attorney  who  loved 
playing  computer  games,  particularly 
McchWarrior,  a  robot  shoot-'em-up 
game.  He  answered  an  ad  for  a  video 
manager  job  placed  by  Activision,  the 
game's  publisher.  Though  he  wanted 
to  be  a  producer,  the  best  he  could  get 
was  a  testing  job.  One  year  later  he  is 
producing  Pitfall  3D. 

Murali  Tegulapalle,  a  28 -year-old 
University  of  Southern  California 
business  school  graduate,  says  his  par- 
ents were  shocked  by  his  decision  to 
turn  down  a  banking  job  and  be  a 
game-tester.  "You  went  to  school  for 
six  years  and  you  want  to  play 
games?"  they  asked.  As  an  associate 
producer  on  the  console  version  of 
MechWarrior  2,  Tegulapalle  now 
makes  $45,000  a  year. 

David  Healey  was  graduated  from 
the  University  of  Chicago  with  an 
undergraduate  degree  in  economics 
in  1992.  He  passed  up  a  chance  to 
work  for  Merrill  Lynch  as  an  invest- 
ment banking  trainee  for  $35,000  a 
year.  Instead,  Healey  flew  from 
Chicago  to  Irvine,  Calif,  to  apply  for 
an  entry-level  testing  job  at  Interplay. 
Four  years  later  he's  associate  direct- 
marketing  manager.  He's  still  making 
only  slightly  more  than  what  Merrill 
Lynch  would  have  offered,  but  he's 
doing  what  he  loves.  Healey  began 
playing  computer  games  at  age  10 
when  his  mother  offered  to  buy  him 
a  computer  if  he  raised  half  the  pur- 
chase price.  "For  about  eight  to  ten 
years  playing  games  was  the  most 
important  thing  in  my  life,"  he  says. 

This  isn't  a  business  where  they 
ask,  Where  did  you  go  to  school? 
They  ask  different  kinds  of  questions 
that  any  genuine  computer  geek 
could  answer,  about  computer  archi- 
tecture for  handling  add-on  devices 
like  printers  and  modems.  But  the 
most  important  question  is,  "Do  you 
like  to  play  games?"  M 
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T  he  people  in  the  Pyramid  are  working  for  you. 

t's  comforting  to  know  you're  not  alone  -  especially  when  it  comes  to  planning  for  a  secure  future, 
fhe  Transamerica  companies  offer  life  insurance,  annuities,  retirement  plans,  mutual  funds,  reverse 
nortgages,  consumer  loans  and  other  products  that  make  living  for  today  and  planning  for 
omorrow  a  little  easier.  The  people  in  the  Pyramid  are  ready  to  help.  TRANSAMERICA 


www.transamenca.coni 


The  blind  need  to  be  a  part  of  the  information  age.  That's  what  inspired 
Samsung  to  create  a  Braille-equipped  computer  that  can  pronounce 
more  than  90,000  words.  To  learn  about  our  other  inspirations  contact  us 
at  http://www.samsung.com 


The  world 

inspires  us 


Is  the  Interne 

No,  says  one  of  the  leading  figures  in  American  technology.  It  will  keep  the  personal 
computer  boom  going  indefinitely  and  shake  up  the  media  and  advertising  industrie 


By  Andrew  S.  Grove 

INTE]  \  si-miannual  strategic  gather- 
ing was  coming  up.  My  role  at  these 
occasions,  as  chief  executive  of  this 
$17  billion  company,  is  to  describe 
our  business  environment  as  I  see  it, 
and  to  call  attention  to  significant 
changes.  I  felt  that  the  Internet  was 
the  biggest  change  in  our  environ- 
ment over  the  last  year.  But  that  feel- 
ing was  not  enough.  I  needed  to  deal 
with  a  very  important  question. 

That  question  involves  what  I  call — 
drawing  on  the  work  of  Professor 
Michael  Porter  of  Harvard— a  "10X" 
force.  What's  that?  There's  wind  and 
then  there's  a  typhoon.  In  this  busi- 
ness you  always  have  winds.  But  a 
10X  force  is  a  change  in  an  element  of 
one's  business  of  typhoon  force. 

Is  the  Internet  a  typhoon  force,  a 
10X  force,  or  is  it  just  a  bit  of  wind? 
Or  is  it  a  force  that  fundamentally 
alters  our  business? 

After  thinking  about  it  quite  a 
while,  I  felt  that  the  phenomenon  of 
connecting  all  the  computers  in  the 
world  has  such  a  wide  reach  that  it 
would  affect  a  number  of  industries 
with  which  we  do  business. 

Because  it  is  a  communications 
technology,  the  Internet  is,  of  course, 
likely  to  impact  the  telecommunica- 
tions industry.  Could  it  have  a  10X 
impact  there? 

Consider  the  cost  of  sending  a  cer- 
tain amount  of  information  over  tele- 
phone lines.  The  technology  by  which 
data  packets  are  sent  through  the 
Internet  uses  the  existing  infrastruc- 
ture so  much  more  efficiently  that  it  is 
substantially  less  expensive  than  ordi- 
nary telephone  connections.  Beyond 
this  it  has  further  efficiencies  as  people 
translate  an  increasing  portion  of 
information  previously  sent  by  con- 
Excerpted  from  Only  the  Paranoid  Survive 
(Doubleday,  September  1996,  $27.50). 


ventional  telephony  into  data.  It  is  a 
little  bit  like  the  way  sending  a  fax 
compares  to  reading  a  document  out 
loud  over  the  telephone;  you  can  send 
a  lot  more  information  in  a  shorter 
period  of  time. 

All  this  suggests  the  potential  to 
decrease  the  revenues  of  the  tele- 
phone companies. 

But  the  Internet  traffic  also  repre- 
sents an  extra  business  opportunity  for 
telephone  companies.  It  can  be  an 
opportunity  to  utilize  the  monumen- 
tal investments  they  have  made  in 
building  their  connectivity  infrastruc- 
ture. This  puts  the  long-distance  car- 
riers in  a  dilemma:  Do  they  embrace 
the  Internet  or  do  they  hide  from  it? 
In  other  words,  the  Internet  has 
pluses  and  minuses  for  the  telecom- 
munications industry. 

The  Internet  has  potentially  just  as 
much  impact  on  the  software  indus- 
try. It  can  provide  a  much,  much 
more  efficient  way  to  distribute  soft- 
ware. Think  about  it.  Everything  that 
flows  on  the  Internet  is  a  bunch  of 
bits.  And  software  is  a  bunch  of  bits. 
Software  is  distributed  today  by  the 
manufacturers  to  people  like  you  and 
me  by  putting  those  bits  on  a  floppy 
disk  or  a  CD-ROM,  enclosing  the  disk 
or  CD  in  a  colorful  cardboard  box  and 
stashing  it  on  the  shelf  of  retail  stores 
much  as  if  it  were  detergent  or  cereal. 
However,  the  bits  that  make  up  a 
word  processor  or  a  computer  game 
could  just  as  readily  be  shipped  by  the 
manufacturer  to  your  and  my  com- 
puters through  the  cost-effective 
method  of  the  Internet.  After  all,  if 
bits  can  flow  freely  from  one  comput- 
er to  another,  then  someone  can  take 
pieces  of  software — even  sizable  pieces 
of  software — and  move  them  from 
one  computer  to  another,  or  from 
one  computer  to  a  million  others.  No 
cardboard  box  and  no  shelf  space  are 


necessary.  And  no  middleman. 

The  whole  sales  process  would 
clearly  be  more  effective,  not  to  men- 
tion how  much  easier  it  would  be  to 
upgrade  or  modify'  the  software. 

Look  at  this  phenomenon  from  the 
standpoint  of  retailers,  who  have 
made  a  large  business  out  of  stocking 
and  selling  bits  wrapped  in  those  eye- 
catching boxes.  Won't  the  Internet 
have  the  same  impact  on  these  stores 
as  the  arrival  of  a  Wal-Mart  store 
would  on  a  small-town  retailer?  This 
surely  feels  like  a  10X  force. 

Another  phenomenon  affecting  the 
software  business  is  that  the  Internet 
provides  a  brand-new  foundation  on 
which  software  can  be  designed.  This 
foundation  doesn't  care  about  the 
specific  nature  of  any  of  the  comput- 
ers connected  to  the  Internet;  it  works 
with  all  kinds  of  computers.  If  soft- 
ware— maybe  lots  of  software — can  be 
generated  for  this  new  target,  won't 
that  siphon  off  business  from  Intel 
and  from  those  computer  manufac- 
turers and  software  developers  who 
have  built  their  businesses  around  our 
products? 

Then  there  is  the  impact  of  the 
Internet  on  all  the  media  companies. 
In  the  past  several  years  practically 
every  media  organization — the  Via- 
coms,  the  Time  Warners — has  found- 
ed "a  new  media"  division  for  exper- 
imentation, much  of  which  is  now 
focused  on  the  World  Wide  Web. 
Startup  companies  are  springing  up 
on  both  coasts  of  the  United  States  to 
service  those  companies  who  want  to 
create  their  own  Web  site  and  to  mea- 
sure how  many  people  look  at  their 
information  that  way.  Even  advertis- 
ers are  joining  in. 

This  could  be  an  even  bigger  deal 
than  what  is  happening  to  the 
telecommunications  and  the  personal 
computing  industries.  By  some  esti- 


108 


Forbes  ■  September  23,  1996 


Spontaneous  combustion 

THOSE  of  YOU  who  are  not  sure  what  the  Internet  is  or  how  it 
works  shouldn't  be  afraid  to  ask.  I've  found  that  many  people 
pretend  to  know  more  about  it  than  they  really  do.  Simply 
put,  the  Internet  is  networks  of  computers  connected  to  each 
other.  If  you  have  a  personal  computer  in  California  and 
you're  connected  to  the  Internet,  you  can  exchange  data  with 
other  computers  connected  to  the  Internet  in  California,  in 
New  York,  in  Australia. 

The  work  leading  to  the  Internet  started  in  the  late  1960s 
with  government-initiated  and  -funded  connections  among 
various  big  research  computers.  The  idea  was  to  provide  a 
means  of  communication  that  could  survive  a  nuclear  explo- 
sion that  might  take  down  the  country's  ordinary  telephone 
infrastructure.  Then  other  computers  started  joining  in.  The 
Internet  kept  growing  and  multiplying  as  people  developed 
more  university  networks,  corporate  networks  and  govern- 
ment networks,  and  connected  them  to  all  the  other  previous- 
ly linked  networks.  They  were  motivated  by  the  premise  that 
the  more  computers  are  connected  to  each  other,  the  more 
useful  it  is  to  be  connected.  I  like  to  think  of  the  interlinked 
networks  of  all  the  computers  on  the  Internet  as  forming  a 
"connection  co-op." 

An  important  element  in  establishing  this  "connection  co- 
op" was  defining  a  set  of  connection  rules,  so  that  any  net- 
work that  followed  these  rules  could  readily  plug  into  the 
existing  network.  I  imagine  that  the  evolution  of  railroad  net- 
works in  the  last  century  must  have  followed  a  similar  course. 
The  myriad  railroad  companies  needed  to  agree  on  common 
track  gauges.  Once  they  did  that,  every  loop  and  spur  could 
be  connected  to  the  rail  networks  that  spanned  the  entire 
United  States,  and  a  boxcar  could  go  from  California  to 
Kansas,  crossing  sections  of  track  owned  by  different  compa- 


nies without  a  hitch.  Similarly,  today  a  pile  of  data  can 
originate  in  California,  travel  over  a  number  of  lines, 
cross  the  boundaries  of  many  different  networks  and 
arrive  at  its  destination,  say,  a  computer  in  Kansas. 
In  other  words,  the  Internet  provides  a  universal 
gauge  for  computer  data. 

The  growth  of  this  setup  of  interconnected  computi 
networks  has  been  underway  for  decades.  At  first  the 
network  served  as  the  means  for  government  and  uni- 
versity researchers  to  communicate  with  one  another, 
grew  at  a  moderate  pace.  Later,  the  Internet  intcrsecte 
another  phenomenon:  the  mushrooming  of  personal 
computers  connected  to  local  area  networks  |  LANs). 

LANs  were  a  phenomenon  unrelated  to  the  Internet 
They  were  a  consequence  of  the  proliferation  of  P<  s  ia 
corporations  and  other  institutions.  At  first,  res  were 
used  for  individual  tasks  alone.  Increasingly,  however, 
they  were  connected  to  each  other,  first  so  that  they 
could  share  an  expensive  printer,  later  so  that  they  cou 
exchange  data,  files  and  mail.  Once  large  numbers  of 
personal  computers  at  each  organization  were  intercon 
nected  through  their  own  local  area  network,  people 
got  the  idea  that  their  IAN  could  be  connected  to  the 
Internet.  When  that  happened,  that  corporation's  net 
work  became  part  of  the  "connection  co-op."  At  this 
time,  two  phenomena — the  growth  of  the  original 
Internet  and  the  growth  of  networked  pes — converged 
and  with  the  inclusion  of  corporate  L\Ns,  the  Internet^ 
growth  accelerated  enormously. 

Not  only  did  the  growth  rate  accelerate,  but  the 
nature  of  participants  in  the  Internet  also  changed.  Thj 
originally  consisted  of  university  researchers  sending 
their  studies,  papers  and  data  to  each  other.  But  as  mi 


Inside  the  Internet 

Here  a  user  accesses  Web 
pages  that  reside  on  two  far- 
flung  computers,  known  as 
servers.  Going  through  his 
America  Online  account,  the 
user  taps  into  a  U.S.  page  on 
beer.  He  then  hits  a  highlight- 
ed word,  which,  via  the  auto- 
mated hand-off  created  by 
Timothy  Berners-Lee,  takes 
him  to  a  server  in  the  U.K. 
with  data  on  English  ale. 
The  user  never  has  to 
keypunch  in  the  address  of 
the  British  server. 
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ns  of  networked  personal  computers  joined  the  con- 
ction  co-op,  the  Internet  became  the  means  for  every 
user  to  become  connected  to  every  other  PC  user. 
How  could  such  a  complex  network  keep  up  with 
:h  unbridled  growth?  It  could  precisely  because  of 
t  fact  that  it  is  a  connection  co-op.  As  each  corpora- 
|n  strengthens  its  own  network,  it  contributes  to  the 
ength  of  the  overall  network.  As  in  any  good  co-op, 
ople  acting  in  their  own  self-interest  act  in  the  inter- 
s  of  the  whole. 

Then  there  is  also  a  major  boost  to  the  carrying 
Dacity  from  the  way  the  Internet  operates.  When  it 
is  first  created,  the  idea  was  to  provide  many  alternate 
utes  by  which  to  send  data  over  long-distance  tele- 
one  lines,  so  that  if  one  route  was  blocked  or  didn't 
>rk,  the  system  automatically  found  another  one.  This 
done  by  breaking  large  strings  of  data  into  smaller 
unks,  or  packets,  which  are  more  easily  absorbed  into 
e  stream  of  bits  already  flowing  by.  This  approach 
pands  the  capacity  of  a  network  without  additional 
vestment.  As  a  rough  analogy,  consider  sending  a 
oup  of  passengers  on  a  trip  at  the  last  minute.  While  it 
ay  be  impossible  for  a  large  group  to  find  a  block  of 
•line  seats,  individual  passengers  can  generally  get  on 
>ard  because  there  are  usually  a  few  random,  empty 
aces.  The  airline  may  even  be  willing  to  sell  those  tick- 
s  at  a  lower  price  because  it  doesn't  want  to  fly  with 
npty  seats. 

On  the  Internet,  the  packets  of  data  are  like  passen- 
:rs  sitting  in  the  otherwise  empty  seats  of  long-dis- 
nce  telephone  networks.  They  fill  the  gaps  between 
ickets  from  other  users.  This  method  of  transmission 
akes  extremely  efficient  use  of  a  network. 


Two  additional  phenomena  further  accelerated  the  growth 
of  the  Internet.  The  first  was  the  fact  that  personal  computers 
were  being  improved  and  upgraded  to  become  multimedia 
PCs,  meaning  that  they  were  able  to  deal  with  colorful  images, 
photos,  sound  and  even  video.  The  second  was  that  Tim 
Berners-Lee,  a  researcher  at  cern  (the  European  nuclear 
research  organization),  developed  a  means  of  linking  the  data 
on  one  computer  to  the  data  on  any  other  computer  in  a  way 
that  made  it  extremely  simple  for  a  computer  user  to  hop 
from  one  computer  to  the  other.  When  you  clicked  on  a  high- 
lighted key  word,  such  as  the  name  of  a  company,  the  connec- 
tion would  automatically  be  made  throughout  the  entire 
Internet  network,  and  the  computer  that  contained  informa- 
tion about  that  company  would  be  opened  up  for  your  exami- 
nation. The  portion  of  the  Internet  that  combines  colorful 
graphics  with  Berners-Lee's  search  method  is  known  as  the 
World  Wide  Web. 

To  a  computer  user,  the  fact  that  any  PC  on  any  person's 
desk  could  become  a  window  into  millions  of  computers  all 
over  the  world  was  like  a  miracle.  And  the  fact  that  the  mater- 
ial in  those  computers  could  be  enhanced  with  colorful  graph- 
ics, photographic  images  and  even  rudimentary  sound  and 
video  made  it  a  very  seductive  miracle. 

To  sum  up,  this  miracle  owed  its  existence  to  the  conflu- 
ence of  four  forces:  the  ongoing  evolution  of  interconnected 
networks,  the  presence  of  large  numbers  of  personal  comput- 
ers on  local  area  networks  that  could  be  connected  to  the 
bigger  network  via  a  universal  gauge,  the  spread  of  multime- 
dia to  personal  computers  and  the  Berners-Lee  search 
method.  Just  as  a  mixture  of  chemicals  consisting  of  exactly 
the  right  ingredients  can  undergo  spontaneous  combustion, 
this  confluence  brought  about  an  explosion  of  public  interest 
in  the  Internet.  -A.S.G.  H 


Local  AOL  server 


AOL's  main  computer 
Vienna,  Va. 


Forbes  ■  September  23,  1996 


111 


Morning 
Exercise 


Sun  City 
Arizona 


16  January 
0900  hrs 


SOME  SEE  SENIOR  CITIZENS.  WE  SEE  A  BOOM  IN  GONDO  CONSTRUCTION, 

The  demographics  in  many  parts  of  the  world  are  changing  rapidly-  And  along  with  t 
changes  come  unexpected  risks  and  opportunities  for  all  kinds  ol  industries. 

Fortunately,  AIG  is  a  business  partner  with  expertise  in  managing  total  marketplace  risk, 
specialize  in  designing  the  kinds  of  custom  coverages  that  corporations  must  have  to  cope  success 
with  emerging  conditions.  Whether  your  company  is  actively  meeting  the  demands  of  a, 


IESS  START-UPS  AND  INCREASED  DEMAND  FOR  THE  WEATHER  CHANNEL 


boomers  or  is  a  business  likely  to  be  affected  by  shifts  in  population,  AIG  has  the  insurance  and 
cial  services  you  11  need.  Services  like  contractors'  liability  insurance,  asset  management  and  even 
ite  interruption  coverage.  And  we've  got  the  top  financial  ratings  to  back  us  up. 
So  when  you're  ready  to  deal  with         WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

e  Willing  and  able.  American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York.  NY  10270 
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AIG 


si  Messages  divided 
into  packets 

The  quick  brown  fox  furlpcd  over  the  lazy  dog. 


Divide  and  conquer 

Designed  to  survive  a  nuclear 
attack,  the  Internet  breaks  up 
data  into  packets  and  sends 
the  packets  on  different  paths 
to  a  common  destination. 


mates,  worldwide  spending  on  adver- 
tising is  some  $345  billion.  Right 
now,  all  of  this  money  is  spent  on 
advertising  in  newspapers,  magazines, 
radio  and  television.  The  money  flows 
from  advertisers  like  GM,  Coca-Cola 
and  Nike  through  the  conventional 
media  industry  without  any  of  it 
ending  up  in  the  pockets  of  the  per- 
sonal computing  or  telecommunica- 
tions industries.  That  situation  may  be 
about  to  change. 

If  I  sketch  a  "before  and  after1''  map 
of  the  industry,  it  might  look  like  the 
figures  on  page  116. 

What  this  map  suggests  is  that  the 
Internet  or,  to  be  precise,  the  World 
Wide  Web,  is  another  way  for  adver- 
tisers— the  gms,  the  Coca-Colas,  the 
Nikes — to  reach  their  consumers  with 
their  messages.  To  do  that  on  a  big 
scale,  vou  have  to  "steal  the  eyeballs," 
so  to  say,  of  the  consumer  audience 
from  where  they  get  those  messages 
today  (i.e.,  newspapers,  magazines, 
radio  and  television )  and  attract  those 
eyeballs  to  the  World  Wide  Web. 

The  conventional  media  would  be 
the  losers.  The  winners  would  be 
people  who  operate  on  the  World 
Wide  Web  and  within  the  computer 
industry. 

But  for  this  to  happen  in  any  big 
way,  lots  of  eyeballs  would  have  to  be 
lured  away  from  the  traditional  media. 
The  information  on  the  Internet 
would  need  to  be  made  as  appealing 
as  the  programming  on  traditional 
media  today.  There's  a  lot  of  experi- 
mentation going  on  to  make  comput- 
er screens  come  alive:  technology  to 
make  objects  appear  to  be  three- 
dimensional,  to  allow  the  viewer  to 
move  among  them  as  if  he  were  navi- 


gating in  a  room,  to  enrich  the  con- 
tent with  good- quality  audio  and 
video.  All  of  these  improvements 
could  be  brought  to  bear  to  jazz  up 
the  information  found  on  the  World 
Wide  Web,  so  that  it  would  match  or 
even  exceed  the  richness  we  are 
already  accustomed  to  on  the  televi- 
sion screen. 

The  probability  that  PC  production 
rates  are  likely  to  surpass  combined 
black-and-white  and  color  television 
production  rates  in  the  next  year  or 
two  lends  support  to  the  claim  that 
PCs  connected  by  the  Internet  could, 
in  fact,  become  a  significant  alterna- 
tive to  televisions. 

We  may  be  witnessing  the  birth  of 
a  new  media  industry.  If  that  is  so,  it 
surely  represents  a  10X  change! 

As  I  began  to  prepare  my  assess- 
ment of  Intel's  business  environment 
for  the  upcoming  meeting,  I  had  lots 
of  things  to  consider.  Much  as 
improved  personal  productivity  in 
offices  drove  the  growth  of  our  indus- 
try in  the  1980s,  sharing  data  among 
workers  continues  to  propel  this 
growth  in  the  1990s.  Becoming  a 
medium  for  the  delivery  of  commer- 
cial messages  could  continue  this 
growth  into  the  next  decade. 

For  this  to  happen,  content  has  to 
come  to  life,  objects  need  to  become 
three-dimensional  and  sound  and 
video  need  to  become  ubiquitous. 
Processing  the  large  number  of  bits 
that  make  these  up  requires  even 
more  high-powered  microprocessors. 
This  has  wonderful  promise  for  our 
business. 

But  (and  there  is  always  a  but)  if 
software  developed  for  the  Internet 
will  run  on  anybody's  microproces- 


Packetsl 
are  eacll 
assigned 
a  route 


Packets  are 
reassembled 
at  their  destination 


sors,  that  would  open  our  business  to 
competition  by  a  number  of  players 
who  today  are  not  really  players 
because  their  chips  don't  run  the  soft- 
ware that  PC  users  now  predominant- 
ly use.  Our  product  could  be  com- 
moditized.  And  that's  not  the  only 
threat  on  the  horizon. 

A  few  industry  figures  have  been 
touting  the  emergence  of  inexpensive 
"Internet  appliances."  These  simpli- 
fied computers  would  rely  on  other 
larger  centralized  computers  some- 
place on  the  Internet  to  store  their 
data  and  to  do  much  of  their  number 
crunching,  and  would  just  transmit  to 
the  computer  users  whatever  software 
and  data  they  needed,  whenever  they 
needed  it. 

The  argument  for  these  Internet 
appliances  goes  like  this:  Users  would 
not  have  to  know  as  much  about 
computing  as  they  do  now  because  all 
of  their  tasks  would  be  performed 
behind  the  scenes  by  a  network  of 
larger  computers.  Such  an  Internet 
appliance  could  be  built  around  a  sim- 
pler and  less  expensive  microchip. 
Clearly,  this  would  be  detrimental  to 
our  business. 

But  there  are  a  number  of  ques- 
tions associated  with  this  proposition. 
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No  Investment  Is 
Worry  free.  But  Our 
Value  Fimd  Just  Might 

Ease  Your  Mind 


Annual  Total  Returns  as  of  6/30/96 


Twentieth  Century  Value 

One  Year  26.5% 
Since  Inception  18.4% 


Average  Domestic  Equity  Fund 

23.9% 
14.5% 

(8/31/93  -  6/30/86) 


Twentieth  Century's  Value  fund 
has  an  objective  you  might  find 
intriguing:  long-term  appreciation 
with  greater  price  stability.  And 
the  results?  So  far,  so  good.  As  one 
investment  analyst  put  it,  "What  I 
liked  most. . .  is  that  (Value) 
achieved  this  high  performance 
with  very  little  volatility."3 

Of  course,  past  performance 
doesn't  guarantee  the  future. 


Price  fluctuations  are  inevitable 
and  could  be  fairly  substantial. 
Nevertheless,  Value  is  the  kind 
of  investment  that  might  just 
help  you  relax. 

Call  Twentieth  Century 
and  find  out  why  you  don't  have 
to  be  in  the  right  place  at  the 
right  time.  You  just  have  to  be 
in  the  right  place,  aver  time. 
Call  toll  free  1-800-345-2021.' 


1-800-345-2021 

http://www.twent,i(:t,h-centLiry.com 
AOL  keyword:  Twentieth  Century 
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The  most  important  is:  Is  such  a  com- 
puting device  even  technically  feasi- 
ble? It  probably  is,  but  it  probably 
wouldn't  do  much.  Inexpensive 
microprocessors  arc  usually  slow.  A 
simple  and  cheap  microprocessor 
would  not  do  a  wonderful  job  of  cre- 
ating content  that  is  appealing  enough 
to  steal  eyeballs. 

Surely  one  could  make  the  sort  of 
television  sets  that  prevailed  and  func- 
tioned quite  effectively  25  years  ago 
for  a  lot  less  money  than  today's  TVs 
cost.  But  consumers  don't  want  yes- 
terday's capabilities  in  TVs — or  in 
computers.  And  consumers  may  want 
lower  prices  but  not  at  the  risk  of 
going  back  technically. 

And  there  is  an  even  more  impor- 
tant issue  involved.  In  1995,  some  60 
million  PCs  were  bought  by  con- 
sumers. What  motivated  these  pur- 
chases? I  think  most  of  them  were 
bought  for  two  types  of  use:  first,  use 
that  involves  the  individual  user's  own 
data  and  own  applications;  and 
second,  use  that  involves  sending  and 
sharing  data  to  and  with  others,  either 
within  a  corporate  network  or 
through  the  telephone  system. 

Now  the  Internet  fosters  the  emer- 
gence of  a  third  class  of  computer 
usage:  It  gives  people  easy  and  inex- 
pensive access  to  applications  and  data 
stored  at  other  computers  but  owned 
by  totally  unrelated  individuals  or 
organizations. 

This  final  category,  the  Internet, 
has  great  promise  going  into  the 
future.  But  will  it  replace  the  first  two 
classes  of  use?  I  don't  think  so.  I 
believe  that  a  triad  of  categories  of 
applications  will  prevail  indefinitely: 
software  coming  from  personal 
sources,  software  coming  from  a  local 
network  and  software  coming  from  a 
global  network. 

The  beauty  and  allure  of  personal 
computers  is  the  very  flexibility  with 
which  they  can  deal  with  all  three  cat- 
egories. A  computing  device  that  is 
useful  for  only  one  of  these  categories 
would  not  be  attractive  in  comparison 
with  a  computing  device  that  can  deal 
with  all  three. 

As  I  drew  up  my  balance  sheet  of 
pluses  and  minuses,  I  realized  that 
Intel  had  other  strengths  going  for  it 
in  regard  to  the  Internet.  A  lot  of  our 
people  have  followed  the  evolution  of 
the  Internet  from  research  to  mass 


Stealing  eyeballs 


Internet  advertising,  tiny  now,  could 
someday  threaten  the  $345  billion 
worldwide  of  ads  in  other  media. 


market  both  in  their  capacity  as 
researchers  and  as  users  of  the  mass- 
market  version. 

We  are  busily  involved  in  commu- 
nicating Intel  messages  on  the  World 
Wide  Web  ourselves.  We  have  ongo- 
ing contact  with  most  of  the  key  play- 
ers in  this  emerging  branch  of  our 
business.  We  even  talk  with  the  people 
who  are  advocating  the  development 
of  the  inexpensive  Internet  appliance 
without  an  Intel  chip  in  it. 

On  balance,  I  think  the  promises  of 
the  Internet  outweigh  the  threats. 
Still,  we  won't  harness  the  oppormni- 


ty  by  simply  letting  things  happen  to 
us.  Because  this  "we"  specifically 
includes  me,  I  have  to  ask,  What  do  I 
do  differently  to  deal  with  the  rise  of 
the  Internet? 

I  decide  to  devote  more  than  half 
of  my  environmental  assessment  to 
the  Internet.  In  preparing  for  our 
annual  meeting,  I  read  everything  I 
can  lay  my  hands  on.  I  spend  many 
hours  searching  out  computers  locat- 
ed on  the  World  Wide  Web  and  look- 
ing at  their  contents,  reading  the  con 
tent  of  both  competitors  and  oddball 
presences. 

I  visit  others,  including  some  that  at 
first  blush  might  be  regarded  as  the 
enemy  because  they  are  devoted  to 
diminishing  our  business  by  putting 
an  Internet  appliance  on  the  market  as 
a  substitute  for  PCs.  I  ask  our  own 
people  to  show  me  things  we  can  do 
with  PCs  attached  to  the  Internet. 

There  seems  to  be  a  measure  of 
embarrassment  surrounding  things  to 
do  with  the  Internet.  People  know  a 
lot  less  than  they  let  on.  Being  famil- 
iar with  the  Internet  has  become  a 
cultural  mandate.  That  mandate 
causes  people  to  be  embarrassed  to 
ask  basic  questions,  so  my  sense  is  that 
a  lot  of  the  familiarity  that  exists  is 
extremely  superficial.  We  are  not 
going  to  fall  into  that  trap. 

We  set  up  a  hands-on  course  for 
our  senior  managers  and  for  our  sales 
force,  where  they  get  to  experience 
the  current  status  of  the  World  Wide 
Web.  The  hope  is  that  this  course  will 
fill  in  the  background  bit  by  bit  with- 
out confronting  people  with  their 
ignorance  point-blank. 

As  my  own  knowledge  slowly  deep- 
ens, my  conviction  is  growing  that  the 
triad  of  software  coming  from  per- 
sonal sources,  from  telephone  and 
network  sources  and  from  the  Inter- 
net will  together  drive  our  industry  in 
the  years  ahead.  My  conviction  is  also 
growing  that  the  media  and  the 
advertising  industries  represent  an 
expanding  opportunity  for  us. 

We  have  a  few  problems  in  exploit- 
ing air  this.  We  need  to  update  our 
own  genetic  makeup,  to  be  more  in 
tune  with  the  new  environment.  We 
have  a  whole  slew  of  new  fellow  trav- 
elers that  we  need  to  get  to  know,  to 
cultivate  and  learn  to  work  with.  The 
list  includes  software  companies  that 
we  never  had  anything  to  do  with  in 
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the  past.  It  includes  telecommunica- 
tions providers  that  are  in  the  process 
of  upgrading  their  networks.  It 
extends  further  afield  to  advertising 
and  media  companies  that  want  to 
learn  about  our  technology,  and 
advertisers  who  have  paid  no  atten- 
tion to  the  computing  world  until 
now  but  suddenly  realize  that  they 
had  better  start. 

To  play  this  more  complex  role  we 
may  need  to  rethink  our  entire  corpo- 
rate organizational  structure  and 
modify  it.  Thousands  of  our  employ- 
ees would  need  to  understand  why  we 
would  tinker  with  what  has  worked 
well  for  us  in  the  past. 

Some  of  our  people  think  we  might 
just  as  well  fold  all  the  Internet-relat- 
ed things  we  need  to  do  into  our 
existing  strategic  organization  chart.  I 
feel  otherwise.  Packaging  Internet 
activities  separately  and  elevating  them 
to  be  on  a  par  with  our  other  three 
objectives  is  a  way  to  communicate 
their  significance  to  the  entire  compa- 
ny. So  that's  where  we  are. 

Except  for  one  last  thing.  What  if 
the  people  who  believe  in  the  cheap 
Internet  appliance  turn  out  to  be 
right?  Remember:  I  call  my  new  book 
Only  the  Paranoid  Survive. 

I  continue  to  believe  that  the  pro- 
posed Internet  appliance  is  a  case  of 
turning  the  clock  backward,  given 
that  the  trend  over  the  last  20  to  30 
years  has  consisted  of  pulling  down 
intelligence  from  big  computers  to 
little  ones.  I  don't  believe  that  the 
Internet  is  about  to  completely 
reverse  this  trend.  But  then  again,  my 
genes  were  formed  by  those  same  20 
or  30  years.  And  I'm  likely  to  be  the 
last  one  to  know. 

So  I  think  there  is  one  more  step 
for  Intel  to  take  to  prepare  ourselves 
for  the  future.  And  I  think  we  should 
take  it  now  while  our  market  momen- 
tum is  stronger  than  ever.  We  should 
put  together  a  group  to  build  the  best 
inexpensive  Internet  appliance  that 
can  be  built,  around  an  Intel 
microchip.  Let  this  group  try  to  derail 
our  strategies  themselves.  Let  them  be 
our  own  Cassandras.  Let  them  be  the 
first  to  tell  us  whether  this  can  be 
done  and  whether  what  I  now  think 
is  noise  is,  in  fact,  a  strong  signal  that, 
once  again,  something  has  changed. 
Does  this  seem  overkill?  Not  to  me. 
Only  the  paranoid  survive.  Bl 

Forbes  ■  September  23,  1996 


A  LA  VIEILLE  RUSSIE 

761  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10022  (212)  752-1727        ESTABLISHED  1K51 


ALVRl@AOL.COM 


Schlumberger 


"Arrows"  clip 
in  gold,  diamonds, 
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By  Schlumberger.  1948. 
3  %  inches  high. 


Beribboned  Crown  of  Thorns " 
clip  in  gold,  platinum  and 
diamonds  set  with  a 
large  morganite.  By 
Schlumberger,  1947. 
3  '/  inches  high. 
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TO  GLOBAL'S  DAILY  SPECULATOR 
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January  ~  June  1996 


For  a  limited  time  you  can  subscribe  to  our  Daily  Speculator  for  two  weeks  absolute- 
ly free!  The  Daily  Speculator  is  a  newsletter  compiled  by  Global's  analysts  after  the 
stock  market  closes  and  written  overnight.  It  is  then  faxed  or  e-mailed  to  you  each 
day  when  you  need  the  information  most... before  the 
market  opens!  That's  why  many  brokerage  firms  sub- 
scribe to  this  report. 

Global  Financial  Trader's  portfolio  of  small  cap  focus 
stocks  have  outperformed  the  Dow  and  S&P  500  signifi- 
cantly posting  a  return  of  126%  overall  from  January  2, 
1996  through  July  31,  1996.  One  stock  alone  increased 
423%-  Another  quadmpled  in  one  month! 

The  Speculator  has  3  sections  each  day;  Trading 
Vehicles,  The  Scalper's  Comer  and  Interesting  Small 
Caps.  They  are  designed  for  the  short  to  intermediate 
term  investor.  Anywhere  from  one  day  to  six  months. 
Whether  you  make  5  trades  a  year  or  500,  Global's  Daily 
Speculator  is  a  must.  On  the  Internet  at  www.gft.com. 
Call  now  for  your  FREE  two  week  trial  offer. 


Call  1  800-313-6868 


Global  Financial  Traders,  LTD. 
Headquarters:  75  Laser  Court,  Hauppauge,  New  York  11788 
e-mail:  gft  @  li.net 
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The  outlook  wasn't  brilliant  for  the  Honolulu  Sharks,  but  in  the  end 
owner  Duane  Kurisu  didn't  strike  out. 

Kurisu  at  the  bat 


By  Neil  Weinberg 


When  a  group  of  minor  league  base- 
ball team  owners  pulled  the  plug  on 
their  Hawaiian  winter  league  a  few 
months  before  opening  day  in  1992, 
fanatical  fans  Duane  Kurisu  and  his 
son  were  among  the  disappointed. 
Kurisu  didn't  just  toss  his  tickets  into 
the  trash.  The  local  real  estate  devel- 
oper decided  to  take  a  swing  at  creat- 
ing his  own  Hawaiian  league. 

It  was  a  gutsy  move.  Kurisu  already 
had  two  strikes  against  him.  Local 
fans  were  angry  about  their  useless 
tickets.  And  pro-league  officials  in  the 
U.S.  and  Japan  were  angry  about  the 


ill 


aborted  Hawaiian  league.  "Picking 
up  the  pieces,"  says  Kurisu,  "was  a  lot 
harder  than  starting  from  scratch." 

But  start  he  did.  Since  1993 
Kurisu's  four  Hawaii  Winter  Baseball 
league  teams — the  Honolulu  Sharks, 
Maui  Stingrays,  Hilo  Stars  and  West 
Oahu  Canefires — have  played  three 
54-game  October-to-December  sea- 
sons, becoming  only  the  second  U.S. 
off-season  pro  league  after  the  Ari- 
zona Fall  League. 

Kurisu's  market  extends  beyond 
Hawaii.  His  teams  recruit  players 
from  North  America,  Japan,  Taiwan 


Hawaii  Winter  Baseball  owner 
Duane  Kurisu 

"I  got  involved  in  baseball 
with  my  values  reversed." 


and  Korea.  Games  are  heavily  attend- 
ed by  the  East  Asian  tourists  who 
throng  to  Hawaii.  Today  Kurisu  is 
selling  tickets  to  Hawaiian  natives  as 
well  as  to  tourists  from  the  U.S. 
mainland  and  Japan,  where  Hilo  Stars 
graduate  Ichiro  Suzuki  has  become  a 
celebrity.  About  60  former  Hawaiian 
players  have  already  made  it  to  the 
North  American  big  leagues,  includ- 
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MESSAGE  A47  FROM  THE  FUTURE  TO  CEO's  IN  1996 


HELLO  TO  CEOs  IN  '96. 


FUTURIZE5    AND  THROUGH  ELECTRONIC  COMMERCE 

YOU  WILL  CREATE  AMAZING  NEW 
BUSINESSES  AND  OPPORTUNITIES. 


AT&T 


FROM  YOUI 


FUTURIZE. 


MPEG  chips  are  used  in  digital  7*  /  TV  set-top 
boxes  to  decode  audio  and  video  signals  SGS-THOMSON 
has  shipped  over  5  million,  more  than  any  other 
manufacturer  to  date.  And  its  latest  microcore  based 
products  are  setting  new  standards  in  performance  and 
flexibility.  The  company's  ability  to  repeatedly  find 
technology  solutions  to  tough  application  challenges 
makes  ST  the  partner  of  choice  for  some  of  the  most 
advanced  TV  and  multimedia  systems  manufacturers. 
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SGSBTHOMSON       The  SGS-THOMSON  Mi  croelectronics  Group  provides 

^□©^©[ILtl^ir^ORflQ©!      Service  and  Technology  throughout  the  world: 


You  Already  See 
Things  Our  Way 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  microchips  that  turn  video 
I  signals  into  visual  images.  So  when  you  turn 
ii?  on  your  computer  monitor  or  tune  in  your  TV, 
you're  probably  seeing  things  our  way. 

Our  MPEG  audio/video  decompression 
chips  are  just  one  example.  By  working 
hand-in-hand  with  the  industry's  leading 
manufacturers  of  home  entertainment 
systems  we've  become  a  major  supplier  of 
integrated  circuits  for  digital  satellite  TV  --  the 
new  revolution  in  home  entertainment.  In 
fact,  with  more  than  5  million  parts  shipped, 
ST  is  the  world's  number  one  provider  of 
,  MPEGICs. 


Our  ability  to  work  with  partners  from  all 
industries  to  produce  differentiated  products 
sets  ST  apart  from  the  crowd.  Moreover,  it 
makes  us  one  of  the  most  consistent 
performers  in  the  microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  second 
quarter  results  this  year  underline  our  consis- 
tency with  earnings  of  over  $1 76  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Contact  us  now  and  you'll  find  that  we  are 
a  company  well  worth  looking  at. 


Shouldn't  You 
Look  Us  Up! 

Service  and  Technology 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +1617  2599442  STM 
Asia  Pacific  +  65  4820240  -  Europe  +  33  50402860  -  Japan  033  28041  31  ffBMj 
Visit  our  web  site  at  http://www.st.com 

Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 


ing  one  from  Japan,  last  year's  rookie 
of  the  year,  Los  Angeles  Dodgers 
pitcher  Hideo  Nomo. 

Kurisu,  a  Japanese -American  native 
of  the  Big  Island  of  Hawaii,  caught 
baseball  fever  in  middle  school  as  a 
little  leaguer,  though  he  had  to  cut 
his  playing  days  short  to  take  an  after- 
school  job  cutting  sugarcane.  Realiz- 
ing that  university  was  his  ticket  out 
of  the  cane  fields,  Kurisu  came  to 
Honolulu  to  study  business,  then 
worked  in  real  estate  for  a  local  bank 
and  land  company. 

In  1985  Kurisu  and  a  friend  began 
investing  their  own  money  in  office 
buildings,  shopping  malls,  warehous- 
es and  hotels.  They  now  have  a  port- 
folio worth  an  estimated  $150  mil- 
lion. "My  job  has  been  finding 
hidden  values  and  financing  them," 
says  Kurisu. 

Hawaii  Winter  Baseball  was  a  dif- 
ferent proposition.  "I  got  involved  in 
baseball  with  my  values  reversed,"  he 
admits.  "It  was  really  my  passion  for 
the  game  and  desire  to  help  rebuild 
Hawaiian  tourism  that  got  me 
involved."  Once  committed,  he 
poured  over  $5  million  into  the  busi- 
ness. He  began  with  gambling  $1.5 
million  to  hire  staff,  negotiate  for 
players,  develop  team  merchandise 


and  market  tickets  in  Hawaii,  the 
U.S.  mainland  and  Japan.  Then  he 
had  to  spend  $500,000  to  renovate 
the  stadiums  on  Hilo,  Kauai  and  in 
west  Oahu  before  Major  League 
Baseball  would  send  farm-team  play- 
ers. For  example,  on  Hilo,  the  league 
had  to  level  the  outfield  and  move 
the  fences.  With  players  speaking 
Japanese,  English,  Korean  and  Chi- 
nese, there  were  language  problems. 
"Some  of  the  Japanese  and  Koreans 
didn't  even  want  to  be  on  the  same 
teams,"  recounts  Kurisu. 

The  league  spent  $2.1  million  in  its 
first  year,  but  took  in  only  $600,000. 
"Starting  a  sports  league  is  by  far  the 
most  difficult  thing  I've  ever  done," 
sighs  the  soft-spoken  Kurisu. 

In  1994  he  had  weather  problems. 
On  Hilo,  17  of  27  games  were  rained 
out.  The  Kauai  stadium  had  no 
lights,  which  meant  only  day  games 
and  thin  crowds.  In  1994  the  league 
lost  another  $1.4  million. 

Just  when  Kurisu  thought  it  could- 
n't get  worse,  Major  League  Baseball 
management  suddenly  announced 
that  its  teams,  having  just  resolved  a 
costly  player  strike,  would  no  longer 
pick  up  salaries  for  the  talented  young 
prospects  they  were  trying  out  in  the 
Hawaiian  league.  Kurisu  decided  to 


bite  the  bullet  and  pay  full  salaries  for 
one  season.  The  added  cost  more 
than  offset  rising  attendance,  increas- 
ing the  league's  1995  loss  to  $1.7 
million. 

Pleading  desperation,  pointing  out 
that  he  could  no  longer  afford  to 
finance  the  losses,  Kurisu  finally  per- 
suaded Major  League  Baseball  to 
resume  paying  40%  of  player  salaries. 
Next,  he  got  Hawaii's  legislature  to 
kick  in  $250,000  to  help  market  the 
league  in  Asia. 

"Some  of  the  Japanese 
and  Koreans  didn't 
even  want  to  be 
on  the  same  teams." 

Japanese  tourists  weren't  flocking 
to  the  games  as  Kurisu  had  expected. 
It  turned  out  that  Japanese  travel 
agents  preferred  to  sell  expensive 
dinner  cruises  rather  than  $5  baseball 
tickets. 

So  Kurisu  refocused  his  marketing 
from  the  travel  agent  to  the  traveler. 
He  increased  advertising  in  Japan  and 
began  selling  directly  to  Japanese 
already  in  Hawaii.  He  put  together  a 
$75  package  including  transportation 
from  hotels,  game  tickets,  an  all-Amer- 
ican  hot  dog  dinner  and  Japanese 
player  autograph  sessions.  Corporate 
groups  can  buy  sideline  barbeque  din- 
ners— the  bush-league  equivalent  of 
skyboxes — at  $25  a  head. 

The  game  isn't  won  yet.  Kurisu  is 
aiming  to  add  two  more  teams  in 
1997,  when  he  hopes  to  break  even. 
The  big  money  will  come  from  TV. 
And  here  Kurisu  may  have  his  timing 
right.  Satellite  broadcasters  are 
sprouting  up  all  over  Asia  and  look- 
ing for  TV  programming.  Kurisu  is 
opening  a  Tokyo  office  to  drum  up 
publicity  and  TV  contracts.  It  has 
been  a  tough  haul,  but  it  looks  as  if 
Casey  Kurisu  hasn't  struck  out — and 
there  will  yet  be  joy  in  Mudville. 

Needless  to  say,  Kurisu  probably 
could  .have  gotten  a  better  return  on 
his  time  and  money  if  he  had  stuck  to 
shopping  malls.  "This  is  the  only 
business  I  got  involved  in  mostly  on 
emotion,"  he  says.  Any  regrets?  Only 
one.  "If  I  had  done  it  my  usual  way, 
I  would  have  brought  in  an  experi- 
enced partner,"  he  replies.  H 
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BRING  ON  THE  WORLD. 


It's  ready.  The  new  Falcon  900EX  is  now  fully  certified — and 
prepared  to  handle  your  global  travel  needs. 

This  long-range  business  jet  can  whisk  you  across  an  ocean 
(any  ocean)  in  luxurious  widebody  comfort  and  trijet  safety. 

No  other  certified  business  jet  can  match  its  demonstrated 
ability  to  fly  9000  nm  with  only  one  stop.  Speed  is  a  bonus,  too, 
crossing  the  Atlantic  at  .84  Mach. 

This  Falcon  can  fly  you  in  and  out  of  small,  3000-ft  fields  near 
sea  level.  Or  challenging  mountain  strips  like  Aspen  and  Telluride 
in  the  heat  of  summer. 

The  900EX  is  amazingly  economical,  costing  less  to  operate  than 
other  large  cabin  jets,  or  even  some  of  the  older  midsize  models. 

More  than  simply  a  choice  in  long-range  business  jets,  this 
Falcon  represents  the  new  gold  standard  in  performance,  comfort 
and  value  among  all  business  jets.  To  learn  more,  call  John 
Rosanvallon  in  the  U.S.  at  (201)  967-2746  or  Jean-Claude  Bouxin 
in  Paris  at  (331)  40-83-93-08. 


THE  NEW  FALCON  900EX 
CERTIFIED  AND  PROVEN 


A  DASSAULT 

r     FALCON  JET 
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How  a  con  man  brought  down 
a  25-year-old  family  business 

King  Lear? 


By  Michelle  Corslin 

In  January  1994  Forbes  published 
a  glowing  article  on  a  little-known 
entrepreneur  named  Roger  Duna- 
vant.  Dunavant  had  taken  over 
Straight  Arrow  Products,  Inc.,  a  tiny 
Bethlehem,  Pa. -based  maker  of 
horse-care  products,  and  started  mar- 
keting the  firm's  horse  shampoo, 
Mane  'n  Tail,  for  human  use.  As 
Straight  Arrow's  sales  went  from 
$500,000  in  1990  to  $44  million  in 
1994,  Dunavant  became  a  celebrity. 
People  magazine  shot  him  taking  a 
bubble  bath  with  his  kids.  Ernst  & 
Young  named  him  a  1995  Manufac- 
turing Entrepreneur  of  the  Year. 
Advertising  Ajje  even  featured 
Straight  Arrow  as  one  of  its  1996 
Marketing  100. 

The  former  U.S.  Navy  seaman 
owned  two  BMWs,  played  golf  in 
Hawaii  and  ran  a  red-hot  company. 

Turns  out  we  were  taken,  and  so 
were  all  the  others  who  bought  his 
line.  Dunavant  is  a  persuasive 
scoundrel  who  plundered  the  compa- 
ny. As  of  Mar.  31,  1996,  Straight 
Arrow  had  a  negative  net  worth  of 
$316,100 — with  further  deteriora- 
tion expected — according  to  a  court- 
appointed  custodian's  report.  A 
Pennsylvania  court  has  found  Duna- 
vant, 44,  guilty  of  awarding  himself 
millions  in  excessive  compensation, 
siphoning  off  company  funds  to 
cover  personal  expenses,  and  divert- 
ing Straight  Arrow  assets. 

Forbes  prides  itself  on  smelling  a 
con  man  a  long  way  off.  How  did  we 
fail  to  spot  the  whiff  of  fakery  on  this 
one?  No  excuse.  We  guess  our  edito- 
rial nostrils  were  stuffed  that  day. 

Straight  Arrow  got  its  start  in 
Phillip  and  Bonnie  Katzev's  N.J. 
kitchen  in  1971.  When  the  horsey 
couple  divorced  in  1986,  Bonnie 
Katzev  wound  up  as  sole  owner, 
but,  burned  out,  she  no  longer 


wanted  to  run  the  equine-products 
company.  So  in  the  early  1990s  she 
sold  half  the  firm  to  Dunavant,  who 
had  headed  up  sales  and  marketing 
for  Straight  Arrow  since  1989.  To 
keep  the  company  in  the  family,  she 
sold  the  other  half  to  her  23-year- 
old  son  Devon,  who  was  named 
after  Philadelphia's  famous  Devon 
Horse  Show. 

Devon  showed  little  interest  in  the 
business.  Although  he  had  idly  taken 
a  few  courses  at  a  local  community 
college  and  had  attended  welding 
school  to  learn  how  to  fit  pipes,  the 
long-haired  dreamer  thought  mainly 
of  becoming  a  rock  star. 

Bonnie  Katzev,  a  disciple  of  some- 
thing she  calls  Mind  Science,  which 
"seeks  pathways  to  communicate 
with  the  higher  realms,"  apparently 


hoped  her  son  would  grow  into  the 
job  while  Dunavant  minded  the 
store.  In  a  letter  later  introduced  in 
court,  she  wrote  of  Dunavant:  "I  do 
believe  the  universe  sent  me  the  best 
mass  marketing  intellect  under  the 
universe's  context." 

As  a  marketing  man,  Dunavant 
certainly  had  talent.  He  transformed 
Straight  Arrow  from  a  steady  seller  of 
equine  products  to  a  fast-growing 
cosmetics  firm  for  humans.  He  took 
the  product  to  drugstores,  supermar- 
kets and  mass  merchants.  He  intro- 
duced new  spinoff  products  in  ele- 
gant black  bottles  and  invested  $2 
million  in  new  production  facilities. 

But  he  also  began  crossing  the  line 
between  acceptable  hype  and  lies. 
Dunavant  told  naive  reporters  that 
Mane  'n  Tail  made  his  hair  grow  so 
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Diversify  -  By  Company, 
By  Industry  And  By  Country 
■ 

■  Today's  global  economy  is  opening  the  door 
to  a  wealth  of  new  investment  opportunities.  In 
fact,  markets  outside  the  U.S.  already  account  for 
more  than  60%  of  the  world's  total  stock  market 
capitalization.1  With  the  Templeton  World  Fund, 
an  investor  could  be  positioned  to  make  the  most 
of  these  important  new  developments. 

■  Since  1 978,  Templeton  World  Fund  has  invest- 
ed in  securities  of  companies  and  governments 
throughout  the  world.  While  the  fund's  diversi- 
fied portfolio  can  help  reduce  risk,  there  are 
special  risks  inherent  in  foreign  investing, 
including  currency  fluctuation  and  political 
uncertainty.  The  fund  places  a  strong  emphasis  on: 

Long-Term  Capital  Growth  Potential 
Global  Diversification 
Professional  Management 

■  For  more  than  50  years,  the  Templeton  orga- 
nization has  been  analyzing  and  investing  in 
foreign  securities  and  is  an  acknowledged 
leader  in  the  management  of  international 
equity  mutual  funds.*1 

■  Call  your  investment  representative  or 
Templeton  today  for  a  free  brochure. 

fSource:  Morgan  Stanley  Capital  International  Perspective  and  International 
Finance  Corporation  Monthly  Update,  1996. 

nSource:  Strategic  Insight.  Franklin  Templeton  was  ranked  #1  out  of  174 
U.S.  fund  managers  for  market  share  in  the  international  equity  fund  category 
for  the  uuarter  ended  3/3 1/96. 

Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on 
the  Templeton  World  Fund,  including  sales  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder. 

Name 

Address 

City/State/Zip 


FOB9/96 
T274 


Daytime  Phone 


Tfempleton 

■'■WORLDWIDE 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 


A    Member    of   the    $145    Billion  Franklin 


Templeton  Group 


UP  &  COMERS 


fast  he  had  to  cut  it  every  three 
weeks.  He  said  doctors  were  recom- 
mending the  shampoo  to  chemother- 
apy patients.  Routinely,  he  represent 
ed  himself  as  Straight  Arrow's  sole 
owner,  even  though  he  owned  just 
half  the  company. 

Pretty  soon  he  was  acting  as  if  he 
really  did  own  it.  According  to  the 
lawsuit,  he  had  Straight  Arrow  cover 
personal  expenses,  such  as  a  family 
holiday,  and  personal  legal  fees.  A 
judge  has  ordered  an  audit  to  deter- 
mine the  extent  of  Dunavant's  abuse. 
From  1990  to  1994  he  granted  him- 


self $7.3  million  compensation — 
almost  triple  what  the  court  decreed 
was  "reasonable."  As  his  shenanigans 
went  unnoticed,  Dunavant  became 
ever  more  emboldened,  transferring 
assets  from  Straight  Arrow  into  com- 
panies owned  by  his  family.  He  also 
had  Straight  Arrow  lease  office  space 
at  four  times  market  value  from  a 
company  partly  owned  by  his  wife. 

While  Dunavant  pillaged  Straight 
Arrow,  his  "partner"  Devon  Katzev 
didn't  notice  a  thing.  Still  taking  the 
occasional  community  college  class 
and  working  odd  jobs  at  Straight 


Straight  Arrow's  president,  Devon  Katzev 

While  Roger  Dunavant  pillaged  the  company,  Katzev  didn't  notice  a  thing. 


Arrow,  Katzev  happily  received  from 
Straight  Arrow  $650  a  week,  plus 
$300  a  month  in  car  allowance.  In 
court  earlier  this  year,  he  explained: 
"I  was  kind  of,  like,  my  hair's  long, 
I'm  in  this  rock  status.  I  was,  like,  all 
right.  That  was  basically  my  attitude 
back  then.  I  wasn't,  like,  big  busi- 
nessman walking  in  the  room  and 
going,  "Let  me  see  the  financials.'" 

But  in  1993  Katzev,  then  25,  got 
serious.  "I  totally  made  a  one-eighty 
in  my  life,"  he  testified.  Katzev  heard 
rumors,  such  as  the  one  about  Duna- 
vant's lawn-care  bill  being  paid  by 
Straight  Arrow.  He  finally  took  a 
good  look  at  the  books  and  hit 
Dunavant  with  a  lawsuit  in 
Northampton  County,  Pa.  court.  In 
February  1996  Dunavant  was 
ordered  to  repay  Straight  Arrow  $4.5 
million.  As  court-ordered  audits  of 
Straight  Arrow's  books  continue,  he 
may  be  coughing  up  a  lot  more. 
Booted  from  his  job  at  Straight 
Arrow,  Dunavant  is  now  appealing 
the  outcome  in  Pennsylvania  Superi- 
or Court.  He  also  faces  a  second  law- 
suit filed  by  Katzev  charging  him 
with  diverting  Straight  Arrow  assets. 

Mark  Kearney,  Dunavant's  current 
lawyer,  claims  that  Devon  is  just  a 
stalking  horse  for  his  dad,  Phil 
Katzev,  who  wants  to  recapture  con- 
trol of  the  company  he  cofounded 
25  years  ago.  "Roger  built  this  thing 
up  for  Phil,  and  now  Phil's  come 
back  to  steal  it,"  Kearney  says.  "It 
almost  reads  like  something  out  of 
Shakespeare."  But  Dunavant  is  a 
rather  unlikely  King  Lear.  The  facts 
that  came  out  in  court  show  him  to 
be  a  classic  con  man. 

On  July  15  Devon  Katzev  was 
named  Straight  Arrow's  president. 
His  dad  is  acting  as  a  consultant. 
Devon,  now  29,  says  he  wants  to 
make  Straight  Arrow  what  it  once 
was.  It  may  be  too  late.  Wal-Mart,  for 
one,  has  moved  Mane  'n  Tail  off  its 
beauty  shelves  and  into  its  pet  depart- 
ment. "The  trend  didn't  last," 
explains  Wal-Mart  spokesman  Keith 
Morris.  "The  horse-shampoo  fad  is 
over,"  agrees  Robert  Albert,  national 
sales  manager  of  Rio  Vista,  a  line  of 
horse  shampoo  launched  in  1993  by 
legendary  hair-care  entrepreneur 
Jheri  Redding. 

Moral:  If  a  success  story  looks  too 
good  to  be  true — it  probably  is.  MR 
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INVEST  IN  THE  FUTURE  —  LOOK  INSIDE 


Innovation  drives  growth,  creates  competitive  advantage  and  improves  performance. 
While  history's  roadside  is  strewn  with  those  who  resisted  change, 
the  emerging  leaders  with  successful  new  products  and 
processes  continually  reshape  their  industries,  markets  and  societies. 

They  make  progress. 
But  where  do  these  advances  come  from? 


In  novation 


NVENTURE  place,  national  inventors  hall  of  fame 


Chairman,  Chief 
Executive  Officer 
and  President 
General  Motors 
Corporation 


At  the  same  time  Forbes 
celebrates  innovation  with  this 
supplement,  America  is  celebrat- 
ing the  100th  anniversary  of  the 
automobile  —  itself  one  of  the 
great  innovations  of  history. 

We  can  expect  many  develop- 
ments in  lightweight  materials, 
propulsion  and  design  that  will 
make  tomorrow's  car  radically 
different  from  today's.  General 
Motors'  new  EV1  is  a  break- 
through innovation  whose  design 
includes  23  patents.  The  car  will 
go  on  sale  at  Saturn  dealerships 
in  Southern  California  and 
Arizona  this  fall. 

The  Big  Three  U.S.  auto- 
makers have  joined  with  the 
federal  government's  research 
laboratories  and  hundreds  of 
suppliers,  universities  and 
inventors  in  the  Partnership  for  a 
New  Generation  of  Vehicles.  The 
goals  include  developing  a  mid- 
size car  that  will  deliver  up  to 
three  times  the  fuel  efficiency  of 
today's  mid-size  sedans  and  offer 
the  affordability,  performance 
and  safety  that  consumers  will 
continue  to  demand. 

It  is  a  tall  order  and  will 
stretch  everyone's  goals,  but  the 
men  and  women  of  today's 
General  Motors  are  excited  to 
take  on  the  challenge. 


Inventors. 

Start  with  imagination,  the  seemingly 
magical  human  capacity  to  perceive 
today's  world  in  new  ways  and  visualize 
a  better  tomorrow.  Of  course,  imagina- 
tion in  itself  is  not  enough  to  make  new 
ideas  work.  Inventors  require  support 
in  education  and  capital  from  open- 
minded  leaders  in  the  public  and 
private  sectors  who  understand  the 
power  of  innovation.  As  leaders,  they 
can  identify  with  the  qualities  of  the 
inventor  —  passion,  determination, 
even  rebellion  —  that  help  transform 
dreams  into  reality. 

Too  often,  the  inventor's  toughest 
barrier  is  institutional  indifference.  For 
example,  Charles  Carlson,  a  physicist 
working  at  an  electronics  company, 
spent  ten  years  presenting  his  patented 
new  technology  to  more  than  20  compa- 
nies. Finally  in  1947  he  found  a  group 
that  was  willing  to  invest  in  his  concept 
of  "dry  copying."  The  company  soon 
renamed  itself  Xerox. 

Invention:  The 
Foundation  of 
American  Business 

History  has  many  examples  of  individ- 
uals and  businesses  like  Xerox  that 
have  profited  from  invention  and 
entrepreneurship.  New  ideas  have  led 
to  economic  growth  as  inventions  such 
as  electricity,  the  telephone  and  the 


microprocessor  spurred  new  business 
and  industries.  Today,  research  and 
development  remain  critical  to  the 
creation  of  new  technologies,  new 
products  and  new  jobs.  Ultimately 
innovation  strengthens  the  nation's 
economy  and  keeps  America  competi 
tive  in  the  global  marketplace. 

Inventure  Place  is  the  largest  orga 
zation  in  America  devoted  solely  to 
inventors  and  the  invention  process. 
Based  in  Akron,  Ohio,  Inventure  Plac 
houses  an  interactive  discovery  cente 
and  the  National  Inventors  Hall  of 
Fame,  which  honors  America's  greate 
innovative  thinkers.  Inventure  Place 
provides  a  network  of  resources  to  aiq" 
independent  and  corporate  inventors 
the  creative  application  of  scientific 
knowledge. 

Celebrating 
Creative  Genius 

Each  year  since  1973,  the  National 
Inventors  Hall  of  Fame  has  inducted 
entrepreneurial  individuals,  recognizin 
inventions  that  range  from  useful, 
everyday  objects  to  life-saving  devices 
In  a  new  tradition,  living  inductees  in 
the  National  Inventors  Hall  of  Fame 
this  year  will  also  receive  the  Ronald  F 
Brown  Award  for  American  Innovation 
Named  for  the  late  U.S.  Secretary  of 
Commerce,  the  award  recognizes  this 
country's  outstanding  inventors. 


An  interactive  exhibit  at  Inventure  Place  starts  imaginations  spinning. 
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By  supporting  innovation,  we  can  maintain  America's  technological  leadership. 


*  *  *  *  * 
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History  is  on  our  side.  We  know  that  as  long  as  America 
continues  to  encourage  innovation,  support  R&D,  cultivate 
public/private  partnerships,  we'll  see  the  success  that 
keeps  our  nation  on  top  in  technology. 

It  has  certainly  worked  for  BFCoodrich.  Over  the 
last  1 26  years,  innovative  thinking  has  shaped  our  fortunes. 
And,  most  recently,  reshaped  our  company  into  a  leading 
provider  of  aircraft  systems  and  services  and  specialty 
chemicals. 

No  wonder,  then,  we've  been  hearty  supporters 
of  creativity's  center  stage,  Inventure  Place  and  the 
National  Inventors  Hall  of  Fame  in  Akron,  Ohio.  It's  America's 
testimonial  to  our  innovative  past.  And  a  heady,  hands-on 
invitation  to  our  future. 


BFGoodrich 


Aerospace  and  Specialty  Chemicals 
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Lucent  Technologies. 

What  can  we  do 

( fast )  for  you? 

Lucent  Technologies 

Bell  Labs  Innovations 

600  Mountain  Avenue 
Murray  Hill,  NJ  07974-0636 
hup://  www.iucent.com 
J-8S8-4-Lucent 


We  make  the  things  that  make  communications  work.™ 
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Innovation 


N VENTURE  PLACE,  NATIONAL  INVENTORS  HALL  OF  FAME 


George  V. 
Voinovich 

Governor 
State  of  Ohio 


Ohio's  continued  leadership  in 
research  and  development  — 
traced  back  to  the  tinkering  of 
native  son,  Thomas  Edison  —  is 
one  major  reason  that  the  state 
tops  the  nation  in  new  business 
location  and  expansion. 

The  state's  annual  Thomas 
Edison  Award  recognizes  com- 
panies and  organizations  that 
have  significantly  contributed  to 
technological  advancement.  The 
state  also  supports  R&D  through 
The  Thomas  Edison  Program, 
which  links  vital  university 
research  with  the  practical  needs 
of  business,  spurring  produc- 
tivity and  competitiveness. 

Ohio  rewards  companies  that 
support  R&D  through  incentives 
like  the  sales  tax  exemption, 
which  already  benefits  dozens  of 
companies. 

As  a  leader  in  information 
services,  Ohio  is  home  to  such 
companies  as  CompuServe  and 
LEXIS-NEXIS.  Ohio's  world- 
renowned  R&D  organizations 
include  Batelle,  the  world's 
largest  private  R&D  facility,  the 
famed  NASA-Lewis  Research 
Center,  Bell  Labs  and  the  Air 
Force's  R&D  headquarters  at 
Wright-Patterson. 

Ohio  is  a  place  of  business 
success,  nurturing  new  concepts 
and  products  that  help  business 
grow. 


Nomination  to  the  Inventors  Hall 
of  fame  is  open  to  any  individual  with 
at  least  one  invention  covered  by  a  U.S. 
patent.  A  selection  committee 
representing, 40  national  scientific  and 
technical  organizations  considers  the 
invention's  contribution  to  the  nation's 
welfare  and  promotes  progress  in 
science  and  the  useful  arts.  Again  this 
year,  a  select  few  American  inventors 
will  be  inducted  into  the  National 
Inventors  Hall  of  Fame,  joining  a  list 
that  includes  such  historical  figures 
as  Alexander  Graham  Bell,  George 
Washington  Carver  and  Cyrus 
McCormick,  as  well  as  inventors 
whose  names  are  associated  today  with 
major  corporations,  such  as  William  R. 
Hewlett,  Willis  Carrier,  John  Deere, 
Elisha  Otis  and  George  Westinghouse. 

The  inductees,  many  of  whom  are 
not  household  names,  have  made  out- 
standing contributions  to  science  and 
society  overall.  At  the  1995  Induction, 
for  example,  DuPont  researcher 
Stephanie  L.  Kwolek  was  escorted  to 
the  podium  by  Akron  Police  Officer 
Larry  McCain,  who  owes  his  life  to  a 
bullet-resistant  vest  made  with  Kevlar®, 
a  fiber  that  Kwolek  invented.  Kwolek's 
earlier  breakthrough  research  in  poly- 
mer preparation  and  para-aramid  fibers 
led  her  to  develop  this  thermally  stable 
material  that  has  five  times  the  strength 
of  steel  and  only  40%  the  weight  of 
glass.  In  addition  to  lightweight  bullet- 


resistant  vests,  Kevlar®  is  also  found 
in  mooring  ropes,  fiber-optic  cables, 
aircrafts  and  canoes. 

Likewise,  pioneers  Elizabeth  Lee 
Hazen  and  Rachel  Fuller  Brown,  both 
1994  inductees,  collaborated  to  produce 
the  first  useful  antifungal  antibiotic. 
They  named  it  Nystatin,  to  honor  the 
State  of  New  York  for  supporting  their 
research,  and  donated  their  $13  million 
in  patent  royalties  to  advance  careers  of 
women  in  science. 

Another  inspiring  Hall  of  Fame  story 
relates  the  path  taken  by  Percy  Julian, 
who  was  inducted  in  1990  for  inventing 
synthetic  cortisone.  The  grandson  of 
a  former  slave,  Julian  overcame  the 
educational  barrier  of  racial  segregation 
earlier  in  life.  Later  he  became  director 
of  research  at  the  Glidden  Company,  a 
paint  and  varnish  manufacturer,  where 
he  developed  a  fire-suffocating  foam 
and  synthesized  male  and  female 
hormones  —  all  derived  from  soybeans. 

Such  creative  spirit  and  technological 
advances  are  fostered  by  the  nation's 
patent  system.  The  Hall  of  Fame  was 
founded  in  Washington,  D.C.,  in  1973 
by  patent  lawyers,  business  leaders  and 
government  officials  concerned  with 
encouraging  invention  and  protecting 
the  rights  of  inventors.  The  original  Hall 
of  Fame  soon  outgrew  its  home  at  the 
U.S.  Patent  and  Trademark  Office,  and 
last  year  moved  to  Inventure  Place's 
new  site  in  Akron,  Ohio. 


Children  learn  what's  inside  today's  technology  at  Camp  Invention. 


Pam  Jones  is  a  chemical  engineer, 
mother  oi  two,  nature  lover  and 
part  of  a  team  that  pioneered  a 
revolutionary  regeneration  process 
called  Petretec™  It  takes  used 
polyester  plastic,  unzips  the  mole- 
cules aniyiows  itto  be  reused, 
good  as  new.^n  everyday  jar 
can  become  a  vidtotape,  then  a 
seat  belt,  then  a  designer  shirt. 

frgreen  polye^r,"  Pam  says, 
^o^ffcontinues  on  and  on." 


nto  a  designer  shirt. 


Visit  us  at  www.dupont.com 


©19%  Intel  Corporation. 


Twenty-five  years  ago.  three 
Intel  engineers  invented  the 
microprocessor.  It  was  about 
this  big.  yet  it  made  PCs 
possible.  Today,  thousands  of 
Intel  engineers  are  kicking 
around  a  few  more  small  ideas. 
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INVENTURE  PLACE,  NATIONAL  INVENTORS  HALL  OF  FAME 


DuPont  has  been  creating  new 
"competitive  space"  —  new 
products,  processes,  businesses 
and  entire  industries  —  through 
the  application  of  science  and 
technology  tor  200  years. 
We  have  a  rich  tradition  ot 
discovery  and  development  that 
has  created  and  renewed  the 
modern  DuPont  company. 

DuPont  faces  a  continuing 
challenge  to  bring  forward 
major  new  ideas  that  can  create 
businesses  and  entire  industries 
in  eight  to  ten  years.  We  aim  to 
create  products  that  were  never 
even  imagined  before,  and  that 
can  benefit  society.  This  pursuit 
requires  persistence,  talent, 
first-class  facilities  and  equip- 
ment, networking  with  the 
scientific  community  and,  above 
all,  careful  selection  of  the  target 
areas.  Moreover,  we  must  be 
connected  to  the  market  to  have 
a  deep  understanding  of  societal 
and  customer  needs. 

In  the  face  of  mounting 
competitive  pressures  on  corpo- 
rations today,  DuPont  must 
continue  to  conduct  research 
that  creates  new  possibilities  for 
our  companies  and  for  society; 
that  assures  our  competitive 
position  as  a  nation  and  our 
quality  of  life  as  a  people. 


The  Next 
Generation 
of  Inventors 

At  the  heart  of  a  rapidly  expanding 
network  of  people  who  shape  ideas 
into  practical  applications,  Inventure 
Place  offers  a  variety  of  national  and 
local  programs  that  communicate  the 
importance  of  inventing  to  the  public, 
and  that  help  people  experience  the 
creative  process. 

For  several  years,  the  Camp 
Invention  and  Camp  Ingenuity  summer 
programs  have  been  lighting  sparks  in 
thousands  of  young  minds.  In  1996, 
more  than  4,500  children  attended  79 
Camp  Invention  local  programs  in  13 
states.  Sponsored  by  national  corpora- 
tions and  local  businesses,  the  Camp 
Invention  program  is  an  investment 
in  the  next  generation  of  genius. 
Inventure  Place  touts  the  program  as 
one  of  the  best  ways  that  businesses  and 
individuals  can  support  their  efforts  on  a 
local  level. 

Trained  professionals  work  with  the 
young  inventors  on  creative  projects 
such  as  building  new  gadgets,  devising 
ways  to  survive  on  an  imaginary  planet 


or  creating  new  fast-food  dishes.  Often 
local  teachers  who  are  involved  with 
the  program  transport  Camp  Invention 
concepts  and  activities  back  into  the 
local  school  science  curriculum. 

Through  the  BFCoodrich  Collegia! 
Inventors  Program,  Inventure 
Place  identifies  undergraduate  and 
graduate-level  inventors  and  their 
advisors  at  colleges  throughout  the 
U.S.  Sponsored  by  the  Akron-based 
BFCoodrich  Company,  the  program 
honors  students,  who  are  already  receixi 
ing  patents  for  their  work,  for  their  bole 
new  thinking  in  solving  complex 
engineering  and  scientific  problems. 

Winners  are  chosen  by  a  panel  of 
renowned  scientists  and  several 
inductees  of  the  National  Inventors  Ha! 
of  Fame.  This  year's  winning  invention  It 
include  an  environmental  cleanup 
product  derived  from  spearmint,  a 
new  device  to  display  images  in  three 
dimensions  and  a  collapsible  chair  that 
makes  it  possible  for  a  single  emergenc 
medical  technician  to  move  a  patient 
up  or  down  stairs.  The  1996  winners 
will  be  honored  in  conjunction  with 
the  National  Hall  of  Fame  induction 
in  late  September. 
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Fireworks  flashed  on  the  gleaming  steel  and  glass  tower  of  Inventure 
Place,  celebrating  the  opening  in  1995  of  the  new  home  of  the  National 
Inventors  Hall  of  Fame,  in  Akron,  Ohio. 
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nventure  Radio 

"i.  'he  radio  transformed  world  communi- 
itions  and  won  its  inventor,  Guglielmo 
larconi,  a  place  in  the  Inventors  Hall 
f  Fame  (and  a  Nobel  Prize).  Recalling 
le  impact  of  radio's  debut,  Inventure 
adio  aims  to  connect  people  with 
leir  own  inventiveness  by  entertaining, 
iforming  and  encouraging  millions 
f  listeners. 
Inventure  Place  is  developing  this 
ci  nique  program  in  cooperation  with 
^KSU,  the  public  radio  station  at  Kent 
tate  University,  and  aspires  to  make  it 
regular  weekend  feature  available  to  a 
ational  network  of  stations.  The 
rogram  will  have  a  combination  game 
low  and  contest  format,  set  before  a 
ye  studio  audience  and  interspersed 
ith  entertainment  segments  about 
eat  inventors  past  and  present, 
(venture  Radio  will  also  involve  listen- 
s  through  call-in  participation.  The 
mi  roject  is  receiving  support  from  the 
S.  Patent  and  Trademark  Office;  cor- 
arate  sponsorships  will  also  enable  the 
rogram's  development  and  production. 


"he  New  Site 

jnce  1995,  a  new  building  has  housed 
lventure  Place  and  the  National 
lventors  Hall  of  Fame  in  Akron.  The 
idable  structure  rises  more  than  100 


feet  on  a  steel  and  glass  wing  that  pre- 
sents the  National  Inventors  Hall  of 
Fame  on  five  open  tiers.  Renowned 
architect  James  Stewart  Polshek 
designed  this  innovative  building, 
which  serves  as  a  visual  metaphor  for 
creativity  and  progress,  as  well  as  a 
monument  to  American  invention. 

Each  year,  hundreds  of  thousands  of 
visitors  to  Inventure  Place  experience 
the  vital  link  between  great  inventors 
and  the  human  passion  to  create.  A 
30,000-square-foot  exhibit  area  offers 
a  series  of  educational  and  hands-on 
creativity  stations  with  names  like 
Make  It  Area  and  Take  Apart  Area. 
Exhibits  highlight  inventors  whose 
research  and  inventions  have  made  the 
world  a  better  place. 

For  more  information  on  develop- 
ing a  creative  partnership  with 
Inventure  Place,  call  Stephen  Brand, 
president  and  executive  director  of 
Inventure  Place,  at  1-800-968-IDEA 
or  330-762-6565.  E-mail  address: 
StephBrand@aol.com. 

Visitors  by  Website  can  also  learn 
about  Inventure  Place  and  the 
National  Inventors  Hall  of  Fame, 
and  join  a  network  of  idea-makers 
(http://www.invent.org). 

Rick  Brims,  a  writer  on  business  and 
technology  for  many  publications,  may  be 
reached  at  brunsrs@aol.com. 


John  D. 
Ong 

Chairman  and 
Chief  Executive 
Officer 
The 
BFGoodrich 
Company 


Throughout  our  company's 
126-year  history,  we  have 
built  our  success  on  the  solid 
foundation  ot  innovation  and 
technology.  Today,  as  a  leading 
provider  of  aircraft  systems 
and  services  and  specialty 
chemicals,  we  add  value  to  our 
customers'  products  by  offering 
advanced  technology  solutions 
to  address  their  specific  needs. 
Aircraft  operators  want  high- 
performance,  low-weight, 
reliable,  advanced  integrated 
systems.  Chemical  customers 
want  improved  product  and 
productivity  performance  and 
answers  to  questions  and 
solutions  to  problems. 
Consequently,  we  do  not  just 
market  or  sell  products.  We 
market  and  sell  technology 
that  gives  our  customers  a 
competitive  edge. 

BFGoodrich  also  recognizes 
the  vital  role  that  technology 
plays  in  America's  ability  to 
remain  competitive  in  today's 
global  marketplace,  and  we 
proudly  support  the  work  of 
Inventure  Place  in  Akron,  Ohio, 
to  inspire  creativity  and  innova- 
tion throughout  our  nation. 


ismorrow's  inventors  take  apart  gadgets  at  Inventure  Place. 
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HUNTINGTON 
BANCSHARES 
INCORPORATED 

You're  applying  for  a  mortgage.  You 
load  a  disc  into  your  home  computer  and 
begin  testing  loan  amount,  interest  rate  and 
points  combinations  to  determine  monthly 
payments.  When  you're  finished,  you  fill  out 
an  application  on  the  computer,  then 
transmit  the  finished  files  to  your  bank. 

Later,  you  have  questions,  so  you  drive 
to  a  nearby  banking  office  and  use  your 
"smart  card"  to  enter  a  video  kiosk.  As  you 


"Governor  Voinovich  has 
been  a  strong  proponent  of 
exports  and  foreign 
commerce. " 

Frank  Wobst,  Chairman  and 
Chief  Executive  Officer, 
Huntington  Bancshares 
Incorporated 


swipe  the  card,  it  transmits  both  personal 
and  financial  information. 

It's  1 1 :00  p.m.  Sunday  night,  and  you're 
discussing  your  mortgage  face-to-face,  via 
video  conferencing,  with  a  Huntington 
Personal  Banker  who  is  miles  away  from 
that  banking  office. 

Futuristic?  No,  it's  here  today,  and  it's 
one  way  that  Ohio's  Huntington  Bancshares 
uses  technology  to  meet  customers'  needs 
—convenience,  control  and  access  to 
financial  providers. 

Huntington  Bancshares  Incorporated, 
a  $20-billion  regional  bank  holding  com- 
pany headquartered  in  Columbus,  Ohio, 
offers  full  consumer  and  commercial  bank- 
ing services.  Consistently  profitable,  The 
Huntington  has  rewarded  shareholders 
with  an  impressive  ten-year  total  compound 
annual  return  of  more  than  17%. 


Huntington's  Internet 
on-line  products  and  services 
include  not  only  banking 
transactions,  but  also  bill  pay- 
ing and  retirement  planning. 
Once  again,  The  Huntington 
demonstrates  its  technology 
prowess  by  being  the  first 
bank  to  offer  the  ability  to 
conduct  routine  bank- 
ing transactions  on 
the  Internet. 

Huntington 
Direct  offers  a 
24-hour, 
7-day  access 
to  banking,  by 
phone 
or  video 

conferencing  with  a  Personal 
Banker. 

The  Huntington's  stored  value 
or  "smart  cards"  are  identical  in 
size  and  shape  to  current  credit 
cards,  but  they  contain  a  microprocessor 
chip  to  offer  "digital"  cash  for  small  pur- 
chases, secure  transaction  processing  for 
purchases  over  networks  and  personal 
information  management. 

For  business  customers,  The 
Huntington  pioneered  electronic  check 
imaging  and  electronic  funds  transfer, 
speeding  the  processing  of  millions  of 
transactions  each  month.  This  initiative, 
along  with  leading-  edge  Treasury  Manage- 
ment information  services,  has  established 
The  Huntington  as  a  premier  information 
partner  for  both  small  and  global  businesses. 

"Technology  is  part  of  our  commitment 
to  deliver  high-quality  financial  products 
and  services,  regardless  of  when  or  where 
our  customers  use  them,"  explains  Frank 
Wobst,  chairman  and  chief  executive  officer 
of  Huntington  Bancshares  Incorporated. 


Ohio  id 
'divers  ft 
econom 
base  he  no 
helped  th  jlei 
bank  grow,  bi 
it's  looking  to  intern 
tional  markets,  too. 
"Governor  Voinovich  has  bee 
a  strong  proponent  of  exports  and  forekh 
commerce,"  Wobst  explains,  adding  th.  I 
the  Governor  recently  asked  him  to  esta 
lish  a  German-American  Chamber 
Commerce  in  Ohio  to  build  trade  betwee 
the  two  countries. 

"The  Huntington  expects  to  gro 
significantly  internationally,  but  we'll  do 
our  way,  using  technology  to  give  custor 
ers  access  to  the  products  and  service 
they  need  in  an  economical  and  convenie: 
form  of  delivery,"  Wobst  adds. 
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HUNTINGTON  BANCSHARES  INCORPORATE) 
800480-BANK 
http://www.huntington.com 

OHIO  DEVELOPMENT  OPPORTUNITY 

800-345-OHIO 
http://www.ohiobiz.com 


F  OHIO 

iVERE  A  COUNTRY... 

[would  rank  as  the  world's  16th-largest  economy, 
iustrating  its  standing  in  the  global  marketplace. 


PLISS-SALEM,  INC. 

I Rick  Collins  was  obviously  looking 
r  business  when  he  visited  India  ear- 
:r  this  year  with  Ohio  Governor  George 
)inovich's  trade  mission,  but  there  was 
>me  symbolism  to  his  trip,  too. 

It  sent  a  message:  Bliss-Salem  is 
;ick,  globally  competitive  and  ready  to 
ke  on  anyone  in  the  world! 

Vernon  E.  "Rick"  Collins  is  president 
id  chief  executive  officer  of  Bliss- 
ilem,  Inc.  Headquartered  in  Salem, 
hio,  it's  this  country's  only  fully  inte- 
ated  manufacturer  of  rolling  mills 
id  heavy-duty  equipment  for  the 


or  three  years  in  a  row,  Ohio 
ated  the  national  leader  in  bu 
development.  The  companies  profiled 
here  illustrate  the  diversity  and  strength 
yf  our  economy.  Read  their  stories  and 
'earn  why  so  many  companies  choose  to 
expand  and  grow  in  Ohio. 


Ipeorge  V  Voinovich.  Governor 


metals  and  other  industries.  It  takes 
massive  machinery  to  process  steel 
and  other  metals  into  usable  products, 
and  for  years,  Bliss-Salem's  rolling 
mills  set  the  world  standard. 

"People  are  struck  by  the  size  of 
these  mills,  which  weigh  as  much  as  200 
tons,  but  they're  precision  machines. 
With  their  computerization  and  hydrau- 
lic gauge  control,  they  can  roll  metals 
such  as  steel  to  what  engineers  call 
'one-eighth  commercial  tolerances,' 
measured  in  thousandths  of  an  inch. 
That  means  they  roll  a  coil  to  even 
tighter  'specs'  than  tolerance  standards 
require,"  Collins  adds. 

"The  1970s  and  1980s  were  challeng- 
ing decades  for  U.S.  metals 
producers  and  their  suppliers, 
but  today  in  North  America, 
demand  is  heavy  for  rolling 
mill  and  equipment  modern- 
izations, as  our  customers 
continually  improve  their 
quality  and  competitiveness,"  Collins 
explains,  adding  that  Bliss-Salem  leads 
the  industry  in  upgrading  its  own 
and  competitors'  mills. 

Internationally,  the  company 
recently  completed  major  installations 
in  Australia,  India  and  Mexico,  and 
is  now  working  on  projects  and  inquir- 
ies for  new  rolling  mills,  upgrades 
and  equipment  with  customers  in 
Australia,  Brazil,  China,  Malaysia, 
South  Africa  and  the  United  Kingdom, 
among  others.  Collins'  trade  mission 
to  India  earlier  this  year  was  especially 
productive,  leading  to  a  technological 
partnership  agreement— and  several 
large  potential  projects— with  an 
Indian  firm. 

It's  not  only  Bliss-Salem's  customers 
who  recognize  its  technological  leader- 


ship; its  competitors  do,  too. 

One  competitor,  a  major  Japanese 
equipment  manufacturer,  recently 
signed  a  technical  agreement  to  have 
Bliss-Salem  repair  key  components  of 
its  rolling  mills  here,  giving  its  U.S. 
customers  the  ability  to  send  compo- 
nents to  Ohio,  not  Japan— with 
obvious  time  and  cost  savings. 

Why  do  customers  from  around 
the  world  come  to  Salem,  Ohio,  for 
equipment  and  technology?  The  same 
reason  they've  been  doing  it  for  nearly 
140  years,  Collins  explains. 

"They  want  a  partner  that  offers 
everything:  in-house  engineering  and 
design,  proven  state-of-the-art  tech- 


- 

"Bliss-Salem  is  back, 

globally  competitive  and 

ready  to  take  on  anyone  in 

■in 

the  world." 

Vernon  E.  "Rick"  Collins, 

President  and  CEO 

Bliss-Salem,  Inc. 

nology,  in-house  manufacturing  and  a 
reputation  for  doing  the  job  on  time, 
on  spec  and  at  a  competitive  cost.  And 
that's  Bliss-Salem,  a  name  recognized 
around  the  world  for  its  reliable  mill 
equipment,"  he  adds. 


■BLISS-SALEM,  INC. 
330-337-3444 

OHIO  DEVELOPMENT  OPPORTUNITIES 
800-345-OHIO 
http://www.ohiobiz.coni 
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INVENTURE  PLACE,  NATIONAL  INVENTORS  HALL  OF  FAME 


A  creative  person  comes 
up  with  a  new  idea,  solves  a 
formerly  intractable  problem  or 
wrings  new  technological 
capability  out  of  physical  laws 
and  mathematical  algorithms. 
That's  invention. 

Bell  Labs  scientists  and 
engineers  have  produced  more 
than  their  share  of  important 
discoveries  and  inventions  — 
averaging  one  patent  per 
business  day  since  1925  — 
including  the  transistor  and 
information  theory,  the  bedrock 
underlying  today's  computing 
and  communications  industries, 
as  well  as  the  laser,  cellular 
telephony,  UNIX  and  optical 
amplifiers. 

But  invention  isn't  an  end  in 
itself.  The  real  measure  of  value 
for  contemporary,  industrial 
R&D  is  the  ability  to  change  the 
world  by  getting  inventions  and 
new  technology  to  the  market- 
place and  by  securing  competi- 
tive advantage  for  the  enterprise. 
It's  not  a  technology  process, 
but  a  technology-intensive 
business  process,  driven  by 
constant  interaction  between 
technologists  and  their  business 
management  and  marketing 
counterparts. 

We  focus  the  fire  of  intensely 
competitive  teamwork  on 
translating  our  leadership  in 
key  technologies  —  software, 
digital  signal  processing,  wire- 
less and  broadband  networking, 
microelectronics  and  photonics 
—  into  innovations  for  Lucent 
Technologies'  customers. 


1996  INDUCTEES 

Seven  distinguished  inventors  have 
been  chosen  for  induction  into  the 
National  Inventors  Hall  of  Fame 
in  1996: 

Dr.  Heinrich  Magnus  Edmund  Germer 

(1901-1987),  inventor  of  the  mercury 
vapor  lamp  and  co-inventor  of  the 
fluorescent  lamp,  which  is  five  times 
as  efficient  as  the  incandescent  bulb. 

Rev.  Julius  Nieuwland,  C.S.C.  (1878- 
1936),  inventor  of  neoprene,  the  first 
synthetic  rubber.  More  resistant  to 
the  elements  than  natural  rubber, 
versatile  neoprene  is  used  in  roofing, 
rugs,  auto  parts  and  diving  suits. 

Dr.  Leo  Szilard  (1898-1964),  a  pioneer 
in  nuclear  energy  who,  with  Enrico 
Fermi,  set  off  the  first  controlled 
nuclear  chain  reaction.  Szilard  was  a 
leader  in  promoting  peaceful  uses  of 
atomic  power. 

Dr.  Arthur  L  Schawlow  ( 1921- ),  a 

Stanford  physics  professor  and  1981 
Nobel  Prize  winner,  who  is  a  co- 
inventor  of  the  laser,  an  indispens- 
able tool  of  science  and  medicine, 
and  used  everywhere  to  read  CDs. 

Dr.  Marcian  E.  Hoff,  Jr.  (1937  ), 
Mr.  Stanley  Mazor  (1941- )  and 
Dr.  Federico  Faggin  (1941), 
co-inventors  of  the  microprocessor. 
Working  at  Intel  Corp.,  the  team 
designed  and  built  a  computer 
central  processor  on  a  single  chip. 
Today,  the  descendants  of  that  chip 
are  the  ubiquitous  tiny  engines  of 
our  computerized  world. 


PAST  INDUCTEES 
OF  THE  NATIONAL 
INVENTORS  HALL 
OF  FAME 

The  inductees  from  prior  years  are  list- 
ed, according  to  year  of  induction  and 
alphabetically  in  each  year.  The  desig- 
nated invention  for  each  follows  the 
name. 

1973 

Thomas  Edison,  Electric  Lamp 
1974 

Alexander  Graham  Bell,  Telegraphy 
John  Bardeen,  Transistor 
Walter  Brattain,  Transistor 
William  Shockley,  Transistor 
Eli  Whitney,  Cotton  Gin 


1975 

William  Coolidge,  Vacuum  Tube 

Guglielmo  Marconi,  Transmitting  Electrical 
Signals 

Samuel  Morse,  Telegraph  Signals 
Nikola  Tesla,  Electro-Magnetic  Motor 
Wilbur  Wright,  Elying  Machine 
Orville  Wright,  Flying  Machine 

1976 

Rudolf  Diesel,  Internal  Combustion  Engine 
Enrico  Fermi,  Neutronic  Reactor 
Charles  Goodyear,  Improvement  in  India- 
Rubber  Fabrics 
Charles  Hall,  Manufacture  of  Aluminum 
Cyrus  McCormick,  Reaper 
Charles  Townes,  Masers 

1977 

Lee  de  Forest,  Audion  Amplifier 

George  Eastman,  Coating  Plates  for  Use  in 

Photography 
Edwin  Land,  Instant  Processing  Photograph 
Charles  Steinmetz,  System  of  Electrical 

Distribution 
Vladimir  Zworykin,  Cathode  Ray  Tube 

1978 

Luis  Alvarez,  Radio  Distance  and  Direction 

Indicator 
Leo  Baekeland,  Synthetic  Resins 
Carl  Djerassi,  Oral  Contraceptives 
Louis  Pasteur,  Brewing  Beer  and  Ale 

1979 

Jay  Forrester,  Digital  Information 

Storage  Device 
Robert  Goddard,  Control  Mechanism  for 

Rocket  Apparatus 
Charles  Plank,  Improved  Gasoline 

Manufacture 
Edward  Rosinski,  Improved  Gasoline 

Manufacture 

1980 

Edwin  Armstrong,  Method  of  Receiving 
High  Frequency  Oscillations 

James  Hillier,  Electron  Lens  Correction 
Device 

Charles  Kettering,  Engine  Starting  Devices 

and  Ignition  System 
Lewis  Sarett,  The  Process  of  Treating 

Pregnene  Compounds 

1981 

Harold  Black,  Negative  Feedback  Ampiifie 
Chester  Carlson,  Electrophotography 
Charles  Draper,  Gyroscopic  Apparatus 
Nicolaus  Otto,  Gas  Motot  Engine 

1982 

Henry  Ford,  Transmission  Mechanism 
Jack  Kilby,  Miniaturized  Electronic  Circuit 
Emest  Lawrence,  Ion  Acceleration 
Ottmar  Mergenthaler,  Machine  for  Producin 

Printing  Bars 
Max  Tishler,  Riboflavin;  Sulfaquinoxline 


lectrial 
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1983 

Ernest  Alexanderson,  High  Frequency 
Alternator 

Andrew  Alford,  Localizer  Antenna  Systems 
Herbert  Dow,  Process  of  Extracting  Bromine 
Robert  Noyce,  Semiconductor  Device  and 

Lead  Structure 
Seorge  StibitZ,  Complex  Computer 

1984 

William  Burton,  Manufacture  of  Gasoline 
Wallace  Carothers,  Nylon 
*hilo  Farnsworth,  Television  System 
Theodore  Maiman,  Ruby  Laser  Systems 

1985 

Vlarvin  Camras,  Magnetic  Recording 
Willis  Carrier,  Air  Conditioning 
?ene  Higonnet,  Photo  Composing  Machine 
.OUSi  Moyroud,  Photo  Composing  Machine 
-  ii  Villem  Kolff,  Soft  Shell  "Mushroom- 
Shaped"  Heart 
loy  Plunket,  Teflon® 

986 

.uther  Burbank,  Peach 

larold  Edgerton,  Stroboscope 
Wilson  Greatbatch,  Medical  Cardiac 

Pacemaker 
lonalee  Tabern,  Pentothal®,  Nembutal® 
imest  Volwiler,  Pentothal®,  Nembutal® 

1987 

Vmold  Beckman,  Apparatus  for  Testing  Acidity 
Villiam  Burroughs,  Calculating  Machine 
Uldrew  Moyer,  Method  for  Production  of 

Penicillin 
gor  Sikorsky,  Helicopter  Controls 

1988 

■"rank  Colton,  Oral  Contraceptives 
:lisha  Otis,  Safety  Elevator 
.OUiS  Parker,  Television  Receiver 
U1  Wang,  Magnetic  Pulse 
Controlling  Device 

989 

taymond  Damadian,  Magnetic 
Resonance  Imaging 
i     lohn  Deere,  Plow 

rving  Langmuir,  Incandescent 

Electric  Lamp 
Seorge  Westinghouse,  Steam-Power 
Brake  Devices 

990 

■eorge  Washington  Carver,  Cosmetics, 

Paint  and  Stain 
iraham  Durant,  Anti-Ulcer  Compounds 

and  Compositions 
lohn  Emmett,  Anti-Ulcer  Compounds  and 

Compositions 
I.  Robin  Ganellin,  Anti-Ulcer  Compounds 

and  Compositions 
lharies  Ginsburg,  Videotape  Recorder 
lerman  Hollerith,  Punch  Card 
Tabulating  System 


Eugene  Houdry,  Liquid  Fuels 

Percy  Julian,  Cortisone  Synthesis 
Robert  Ledley,  Diagnostic  X-Ray  Systems 
Kenneth  Olsen,  Magnetic  Core  Memory 

1991 

Williard  Bennett,  Radio  Frequency 

Mass  Spectrometer 
Gertrude  Elion,  Anti-Leukemia  Drug 
Gordon  Gould,  Optically  Pumped 

Laser  Amplifiers 
Leonard  Greene,  Airplane  Stall 

Warning  Device 
William  "Butch"  Hanford,  Polyurethane 
Donald  Holmes,  Polyurethane 
Elmer  Sperry,  Gyroscopic  Compass 
Robert  Williams,  Synthesis  of  Vitamin  Bl 

1992 

Lloyd  Conover,  Tetracycline 
Frederic  Cottrell,  Electrostatic  Precipitator 
William  Hewlett,  Audio  Oscillator 
Benjamin  Rubin,  Bifurcated  Vaccination 
Needle 

1993 

Banich  Blumberg,  Test  and  Vaccine  for 

Hepatitis  B 
Irving  Millman,  Test  and  Vaccine  for 

Hepatitis  B 
John  Ericsson,  Propeller 
William  Lear,  Automobile  Radio 
Robert  Maurer,  Fiber  Optics 
Donald  Keck,  Fiber  Optics 
Peter  Schultz,  Fiber  Optics 
John  Parson,  Numerical  Control  of 

Machine  Tools 

1994 

Emile  Berliner,  Microphone  and 

Gramophone 
Robert  Hall,  High-Voltage,  High-Power 

Semiconductor  Rectifiers  Using 

PIN  Diode 
Elizabeth  Hazen,  Nystatin 
Rachel  Brown,  Nystatin 
Robert  Rines,  High-Resolution  Imaging- 

Scanning  Radar  and  Sonar 
Heinrich  Rohrer,  Scanning  Tunneling 

Microscope 
Gerd  Binnig,  Scanning  Tunneling 

Microscope 

1995 

Joseph  H.  Burckhalter,  Dyes  for  Diagnosing 

Infectious  Disease 
Robert  J.  Seiwald,  Dyes  for  Diagnosing 

Infectious  Disease 
Stephanie  L.  Kwolek,  Kevlar®-  Aromatic 

Polymers  and  Fibers 
Waldo  L.  Semon,  Polyvinyl  Chloride 

Plastisols 

John  Sheehan,  Semi-Synthetic  Penicillin 
William  Stanley,  Electric  Transformer 
Forrest  M.  Bird,  f  luid  Control  Device; 
Respirator;  Pediatric  Ventilator 


Dr.  Andrew 
S.  Grove 

Chief  Executive 
Officer 
Intel 
Corporation 


Twenty-five  years  ago,  a  team 
of  three  Intel  engineers  invented 
the  microprocessor  in  the 
course  of  solving  one  cus- 
tomer's specific  problem.  We 
almost  overlooked  the  full 
implications  of  what  they  had 
accomplished.  Yet  this  general 
purpose  device  led  to  many 
other  inventions,  in  particular, 
the  personal  computer. 

Today,  the  personal  computer 
and  the  microprocessor  are 
accelerating  the  process  of 
invention  and  innovation  around 
the  world.  Thousands  of 
engineers  depend  on  them  to 
develop  new  products  and 
processes.  And  with  the  Internet, 
they  connect  us  to  one  another 
as  well  as  a  vast  body  of 
information  —  instantly. 
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And  WOODSTOCK.  At  least 

you'll  g-et  to  see  EVi. 

EVi  is  the  first  modern  production  electric  car  in  America.  This  year, 
people  will  sit  behind  the  steering  wheel  (it  has  one).  And  step  on  the 
accelerator  (it  has  no  "gas  pedal").  And  drive  it  home.  Maybe  you'll 
be  one  of  those  people.  If  not,  there's  a  good  chance  you'll  drive  a 
GM  car  or  truck  that  uses  other  advanced  technologies.  These  things 
aren't  science  fiction.  They're  right  around  the  corner. 
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General  Motors, 


EVi  available  soon 
in  Southern 
California 
and  Arizona 
Call 
1-800-25- 
ELECTRIC 

Other 
technologies 
in  our  labs: 

Collision  warning 
system 

Nightvision 
system 

Hybrid  gas/electric 
vehicles 

http://www.gm.com 
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Forbes 


Companies  usually  reward  managers  after  a 
successful  launch.  So  why  did  Sony  fire  the  team 
that  won  control  of  the  American  market  for  its 
PlayStation  videogame? 

f  Great  job 
f  I  you're  fired 


By  Dyan  Machan 

It  looks  like  Sony  Corp. — the  $45 
billion  home  entertainment  colos- 
sus— has  a  giant  hit  on  its  hands.  Or 
will  it  blow  it — as  it  has  blown  sever- 
al other  big  opportunities? 

By  the  early  1980s  the  Japanese 
giant  had  lost  the  multibillion-dollar 
market  for  videocassette  machines. 
Smugly  aware  that  its  Betamax  tech- 
nology was  better  than  Matsushita's 
VHS  format,  Sony  allowed  itself  to  be 
outmarketed.  Beta  is  dead.  VHS  rules. 

After  purchasing  Columbia  Pic- 
tures for  $3.4  billion  in  1989,  Sony 
turned  management  over  to  Michael 
Schulhof,  who  turned  out  to  be  a 
lousy  manager.  He  brought  in  a  flam- 
boyant pair  of  producers,  Peter 
Guber  and  Jon  Peters,  who  wasted 
great  gobs  of  Sony's  money.  The 
plundering  of  Sony  Pictures  by 


Guber  and  Peters  is  hilariously 
recounted  in  Hit  &  Run  by  Nancy 
Griffin  and  Kim  Masters.  Sony  ended 
by  writing  off  $2.7  billion. 

But  last  fall  success  smiled  on 
Sony's  U.S.  operations.  In  just  six 
months,  a  product  made  by  Sony 
Computer  Entertainment  America 
rose  from  nowhere  to  first  place  in 
the  current  generation  of  videogame 
players. 

Developed  at  a  cost  of  $500  mil- 
lion and  launched  in  September 
1995,  Sony's  CD-based,  32-bit 
PlayStation  sold  1  million  units  in  the 
fiscal  year  ending  March  1996.  Sony 
elbowed  aside  such  established  com- 
panies as  Sega  and  Nintendo,  grab- 
bing 80%  of  the  U.S.  32-bit  market, 
in  one  of  the  most  successful  product 
introductions  of  all  time. 


Sales  of  the  product  in  fiscal  1996 
were  $500  million  and  are  on  track 
to  be  profitable  this  fiscal  year  on 
sales  of  $900  million. 

Will  Sony  snatch  defeat  from  the 
jaws  of  victory?  Could  be.  From 
Tokyo,  Sony  Computer  Entertain- 
ment Inc.'s  Shigeo  Maruyama  and 
two  other  Japanese  board  members 
purged  the  American  management 
team  responsible  for  the  launch. 

Why  mess  with  success? 

It  may  well  be  that  Sony  learned 
the  wrong  lessons  from  its  past  mis- 
takes. It  came  out  of  the  Betamax 
fiasco  determined  to  support  its  hard- 
ware with  lots  of  software.  After  the 
mess  at  Sony  Pictures,  it  apparently 
resolved  never  again  to  give  so  much 
rope  to  its  American  managers. 

By  drawing  lessons  too  rigidly, 
Sony  may  well  be  making  another 
mistake. 

Steve  Race,  the  creative  but  brash 
division  president  of  Sony  Computer 
Entertainment  America,  was  hired  by 
a  Schulhof  protege,  Olaf  Olafsson.  If 
that  weren't  bad  enough,  he  dis- 
agreed with  Tokyo  about  how  many 
games  PlayStation  should  offer. 

Tokyo,  remembering  that  Betamax 
expired  in  good  part  from  a  dearth  of 
product  playable  on  its  machines, 
resolved  to  flood  the  market  with 
PlayStation  games.  In  Japan,  where 
most  games  sell  35,000  or  40,000 
units,  the  more  new  games  you  can 
pump  out,  the  better,  even  if  many 
are  mediocre.  But  the  U.S.  market  is 


Videogame  displays 
In  stores  like  this 
Sony  has  won 
the  first  battle 
for  the  32-bit 
player  market, 
but  management 
blunders  may 
cost  it  the  war. 
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Customer  service  means  everything  to  your 
business.  Are  you  doing  everything  you  can? 

What  computer  company  do  you  work  with? 

You  should   be   working   with   Hewlett-Packard.    HP's  Smart 
Con  t  Act    Solution    provides    the    innovative  customer 
management  system  you  need  to  stay  ahead  of  the  competition 
and   keep  your  customers  satisfied   and   loyal.   Smart  ContAct 
unites   HP   and   premier   partners   to   offer   a   complete  range 
of  best-in-class  products   and   services.    We've   already  helped 
companies   throughout   the   world   dramatically   improve  their 
customer  service.   And   we   can   do   the   same   for   you.    If  the 
business   decisions   are   yours,   the   solution   should   be  ours. 

Hewlett-Packard    Customer    Management  Solutions 


With  fees  for  shrink  services  still  shrinking,  investment 
guru  Richard  Rainwater  is  underwater  so  far  with  his 
investment  in  Magellan  Health  Services.  Do  he  and 
his  wife  see  something  the  public  doesn't? 

No  pain,  no  gain 


a  hit-driven  market,  a  game  where 
the  winner  takes  nearly  all.  Here, 
shelf  life  is  twice  as  long  as  it  is  in 
Japan,  and  popular  games — like  NF] 
GameDay,  for  example — have  new 
editions  every  year. 

Race  believed  that  producing  fewer 
but  more  sophisticated  games  was  a 
winning  strategy.  With  100  titles, 
PlayStation  has  over  80%  of  the  U.S. 
market,  whereas  in  Japan  it  has  only 
50%,  widi  500  titles.  Says  Race:  "The 
Japanese  way  is  to  throw  everything 
[numbers  of  games]  against  the 
wall."  In  July  1995,  shortly  before 
the  immensely  successful  U.S. 
PlayStation  launch,  Race  resigned, 
tired  of  fighting  with  Tokyo. 

Race  left  a  strong  management 
team  behind,  including  Bernard 
Stolar,  an  edgy  and  outspoken  exec- 
utive vice  president  of  business  devel- 
opment, and  James  Whims,  another 
executive  vice  president.  Stolar  han- 
dled the  difficult  negotiations  with 
the  companies  that  produce  games. 
Whims  had  15 -year  relationships  with 
retailing  giants  Toys  "R"  Us  and  Wal- 
Mart,  which  sell  the  bulk  of  games 
and  game  machines.  As  a  result,  Sony 
PlayStation  had  better  distribution  on 
its  first  day  of  business  than  Sega, 
which  had  been  in  the  business  more 
than  a  decade. 

Stolar  resigned  to  join  competitor 
Sega  in  July.  Five  days  after  he  left, 
Whims  was  asked  to  resign.  So  was 
another  executive  vice  president, 
Angelo  Pezzani. 

Sony  Computer  Entertainment 
America  is  now  run  by  the  division's 
Tokyo-based  chairman,  Shigeo 
Maruyama,  in  his  50s,  and  Kazuo 
Hirai,  who  is  in  his  30s  and  previous- 
ly worked  in  Sony's  music  division. 
The  pair  had  no  prior  experience  in 
videogames.  Says  a  Sony  spokes- 
woman, "We  had  a  group  of  man- 
agers to  facilitate  die  launch.  Now  we 
have  a  new  management  team  to  take 
PlayStation  where  it  needs  to  be." 
She  adds  that  Sony  will  have  200 
games  in  the  market  by  Christmas. 

James  Whims,  now  on  die  sidelines 
and  looking  for  work,  exclaims:  "Up 
by  30  points  at  halftime  and  you 
change  the  quarterback?"  After  the 
purge,  many  in  the  industry  are 
asking  the  question:  "I  wonder  what 
would  have  happened  if  they'd  done 
a  bad  job?"  SB 


By  Bernard  Condon 

"We  just  look  at  the  big  picture," 
says  Dark  Moore,  42,  wife  and 
business  partner  of  Richard 
Rainwater,  the  extraordinarily  suc- 
cessful Fort  Worth  investor.  Moore, 
bejeweled  and  confident,  is  seated 
in  her  new  office  in  Manhattan, 
framed  by  a  panoramic  view  of 
Central  Park.  She  was  responding  to 
our  questions  about  operating  prof- 
it margins  at  Magellan  Health 
Services.  We  figured  she  would  have 
the  answers  right  at  her  fingertips. 
After  all,  she  manages  the  couple's 
health  care  investments,  and  they 
own  12%  of  the  psychiatric  hospital 
chain's  stock. 

"I  don't  know  it  all,  and  neither 
does  Richard,"  says  she,  parrying  our 
questions. 

In  fact,  over  the  past  two  years 
operating  margins  at  Magellan 
Health  Services  have  fallen  from  19% 


to  16%  as  insurers  cut  payments  for 
treatment.  That  means  Magellan  has 
to  draw  more  and  more  mentally  ill 
patients  into  its  96  psychiatric  hospi- 
tals and  200  outpatient  clinics  just  to 
keep  profits  from  dropping.  It  hasn't 
been  doing  that  well.  The  stock  hit  a 
1 14-year  low  on  Aug.  13,  and  while  it 
has  since  recovered  a  bit,  it  still  sells 
below  the  $17.43  a  share  they  paid  in 
January  for  4  million  shares.  "We've 
always  been  one  or  two  years  ahead 
of  the  market,"  drawls  Moore  in  her 


Rainwater  partner 
Darla  Moore 
She  doesn't 
know  all  the 
answers,  but  she 
knows  the  right 
questions. 
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South  Carolina  accent.  "We  expect 
chaos  and  pressure." 

Rainwater  and  Moore  operate  on  a 
simple,  rather  obvious  principle:  If 
there's  no  uncertainty  there's  no 
opportunity.  They  knew  darn  well 
they  were  buying  trouble  when  they 
took  a  big  stake  in  the  $1.3  billion 
health  care  company.  The  last  time 
Richard  Rainwater  acted  on  a  gut 
feeling  about  health  care  he  placed  a 
bet  on  Columbia/HCA  Healthcare,  a 
two-building  operation  that  grew 
into  a  347-hospital  chain  in  less  than 
a  decade.  He  earned  a  more  than 
2,400%  return.  (Forbes,  June  3). 

Magellan?  You  probably  thought  it 
was  a  mutual  fund.  It's  just  the  new 
name  for  a  troubled  predecessor, 
Charter  Medical  Corp.  Charter  filed 
for  bankruptcy  in  1991  (Forbes, 
May  25,  1992)  after  its  founder  was 
accused  of  selling  overpriced  stock  to 
the  company's  Employee  Stock 
Option  Plan.  Rainwater  had  already 
invested  in  Charter  junk  bonds. 
Charter  came  out  of  Chapter  11  in 


Rainwater  stock  picks 

Company                        Rainwater's  holdings  Recent 
Price  paid      Date  Stake  price 
(per  share)  purchased      (per  share) 

Total 
return 

Columbia/HCA  Healthcare  $2.38 

2/89  1°/ 

>  57X 

2,321%' 

Crescent  Real  Estate  Equities  25.00 

4/94  V 

m 

62 

Magellan  Health  Services  17.43 

1/96  12 

M 

-5 

Mesa  2.26 

7/96  333 

5 

121 

Mid  Ocean  16.67 

11/92  2 

40s/ 
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'Including  Columbia  shares  held  before  HCA  merger,  Rainwater  owns  1.5%  and  return  is 
over  2,400%.  'Including  shares  before  IPO,  Rainwater  now  owns  22%.  ]Stake  when  Rain- 
water's preferred  shares  are  converted  to  common. 
Source:  Rainwater  Inc. 


Rainwater  made  a 
huge  killing  in  a 
hospital  company, 
Columbia/HCA. 
Can  he  do  it  again 
with  Magellan? 


/lac  Crawford 
He  expanded  when  others  contracted. 


1992  and  went  public  thereafter.  The 
board  fired  founder  William  Fickling 
and  named  Mac  Crawford,  a  former 
accountant,  as  chief  executive. 

Unloading  10  general  purpose 
hospitals,  he  bought  40  psychiatric 
hospitals  that  were  available  on  the 
cheap — four  times  cash  flow  on  aver- 
age. They  were  cheap  in  good  part 
because  the  number  of  days  the  aver- 
age psychiatric  patient  stayed  in  hos- 
pitals had  fallen  to  20  days  in  1992 
from  30  days  three  years  earlier.  By 
the  end  of  1993  it  was  down  to  16. 

Crawford  knew  all  this,  but  he 
also  figured  that  people  still  needed 
psychiatric  care.  He  figured  that  no 
matter  how  the  health  care  situation 
worked  out,  the  demand  for  mental 
health  services  would  remain  high. 
When  the  smoke  cleared — the  chaos 
and  confusion  Moore  talks  about — 
it  would  be  a  good  business.  He 
began  studying  the  effectiveness  of 
various  treatments.  He  had  employ- 
ees grill  Magellan  patients  and  keep 
records  about  their  progress — ele- 
mentary market  research.  It  will  be 
important  to  know  exactly  what 
works  and  what  doesn't  when 
patients  no  longer  pay  what  the  traf- 
fic will  bear  but  mainly  through  cap- 
itation payments — annual  fixed  fees 
per  covered  person.  He  expects  cap- 
itation to  rise  to  50%  of  revenues 
from  a  recent  15%.  "If  I  keep  some- 
one out  of  the  hospital  or  can  stop 
treatments,  then  I  make  more 
money,"  he  says. 

Early  last  year  Crawford  bought 
National  Mentor,  a  company  that 
takes  over  state  programs  for  treat- 
ment of  emotional  and  drug  prob- 
lems for  foster  children,  juvenile 
delinquents  and  prisoners.  "There 
will  be  a  massive  privatization  of  this 


stuff,"  says  Crawford.  More  new 
business  for  Magellan. 

Rainwater  and  Moore  were  watch- 
ing but  not  yet  investing.  Then  late 
last  year  the  average  hospital  stay 
stopped  declining,  at  just  over  12 
days.  "We  believe  length  of  stays  has 
hit  the  trough,"  says  Moore. 

Soon  after  that  figure  was  released, 
Crawford  announced  that  Magellan 
was  buying  a  51%  interest  (later 
increased  to  61%)  in  Green  Spring 
Health  Services  of  Columbia,  Md., 
an  outfit  that  helps  businesses  and 
insurers  decide  how  to  spend  their 
health  care  dollars.  Crawford  figured 
Magellan  would  come  out  well  in 
such  studies  and  that  the  deal  would 
bring  business  to  his  hospitals.  Says 
Moore:  "That  was  the  final  push  for 
us.  That  made  the  company  [the 
one]  most  likely  to  consolidate  the 
industry." 

In  January  Moore  and  Rainwater 
bought  12%  at  an  average  price  of 
$17.43  a  share.  They  also  bought 
warrants  entitling  them  to  buy  anoth- 
er 6%.  As  it  turns  out,  Rainwater  and 
Moore  didn't  pick  the  bottom. 
Insurance  companies  and  HMOs  are 
still  squeezing  hospitals:  Currently 
insurers  are  paying  Magellan  $495  a 
day  to  treat  a  patient,  down  from 
$535  just  a  year  earlier.  In  its  last 
quarter  Magellan's  operating  income 
at  $53  million  was  flat  compared  with 
a  year  ago.  The  market  panicked  on 
the  news,  but  Crawford  did  not.  He 
announced  Magellan  would  buy  back 
up  to  6%  of  its  shares.  Rainwater  and 
Moore  remain  a  bit  underwater  on 
their  investment,  but  Darla  Moore 
just  shrugs.  "This  investment  fits  in 
with  what  Richard's  done  in  the 
past,"  she  says.  "Hopefully  he  still  has 
the  genius."  M 
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The  era  of  the  strong  deutsche  mark  is  over. 

Deutsche  mark  dirge 


By  Richard  C.  Morais 

The  German  government  is  killing 
the  deutsche  mark.  It  comes  to  that. 
Millions  of  Germans  jumping  on 
chartered  flights  for  six-week  summer 
vacations  in  places  like  Majorca  were 
finding  a  71 -page  illustrated  booklet 
shoved  in  among  their  beloved  sexy- 
nudie  tabloids.  "The  Euro:  Strong  as 
the  Mark"  is  part  of  Bonn's  $23  mil- 
lion, two-year  publicity  campaign  to 
get  its  citizens  ready  to  part  with  their 
rock-firm  familiar  currency  and 
accept  a  pan-European  currency 
denominated  in  Euros. 

On  Jan.  1,  1999,  the  DM  and  cur- 
rencies like  the  franc  and  the  guilder 
are  scheduled  to  convert  into  Euros. 
The  precise  mechanism  for  convert- 
ing currencies  into  the  Euro  has  yet 
to  be  hammered  out.  What  is  known 
is  that  once  the  rates  have  been  set 
they  will  be  fixed.  The  Bundesbank 
says  that  averaging  currencies  over  a 
fairly  long  period  before  setting  the 
exchange  rates  would  be  "useful,"  as 
it  would  produce  more  fundamental- 
ly sound  rates.  Alexandre  Lamfalussy, 
president  of  the  European  Monetary 
Institute,  the  precursor  of  the 
future  central  bank,  favors  averag- 
ing exchange  rates  for  the  preced- 
ing three  years.  That  would  start 
the  averaging  last  January. 

Why  does  this  conversion  mean  the 
end  of  the  almost-inflation-proof 
German  currency?  Because  German 
officials,  saddled  with  a  seriously 
overvalued  currency,  can't  afford  to 
lock  the  DM  into  the  Euro  at  that 
high  rate.  To  do  so  would  make 
German  labor  and  German  exports 
uncompetitive.  Much  as  Germans 
love  a  strong  currency,  it  is  a  luxury 
they  can  no  longer  afford. 

Of  course,  Bundesbank  officials 
won't  say  openly  that  they  want  a 
cheaper  dm,  but  actions  speak  louder 
than  words.  The  Bundesbank's  target 
growth  rate  for  Germany's  M3  is  4% 
to  7%,  but  it's  running  close  to  9%. 

In  short,  the  German  monetary 


authorities  are  pumping  out  money 
and  keeping  interest  rates  low  to 
encourage  money  to  go  elsewhere, 
thus  weakening  the  DM.  The  German 
discount  rate,  at  2.5%  since  mid- 
April,  has  been  this  low  only  once 
before  in  history,  and  then  for  just 
seven  months  following  the  1987 
crash.  This  is  not  the  Prussian  severi- 
ty of  past  Bundesbanks  but  the  easy 
money  of  Bavarian  nouveaux  riches. 

It  is  not  hard  to  see  why  the  central 
bankers  in  Germany  are  slyly  moving 
to  cheapen  their  currency.  If  the  DM 
remains  at  its  present  lofty  rate,  the 
German  worker  will  cost  more  Euros 
per  hour  than,  say,  his  French  coun- 
terpart of  equal  skills.  German  unem- 
ployment, currently  at  10.3%,  will 
have  to  climb  to  near  catastrophic 
levels  to  drive  German  wage  costs 
down  to  the  levels  of  other  EU 


Alan  Greenspan  and 
the  Bundesbank's 
Hans  Tietmeyer 
Steering  the 
historically 
overvalued 
deutsche  mark 
into  the  new 
European 
currency. 


nations.  "This  will  not  be  an  enjoy- 
able process,"  says  Stephen  Poloz, 
managing  editor  of  The  Internation- 
al Bank  Credit  Analyst  in  Montreal. 

Better,  therefore,  to  let  the  DM 
drift  down  gently.  Vacations  in  Italy 
will  cost  the  German  tourist  more, 
and  German  visitors  to  New  York 
will  no  longer  find  the  place  a 
screaming  bargain.  In  many  ways 
the  present  comfortable  German 
standard  of  living  will  get  trimmed  a 
bit.  But  that  will  be  easier  to  live 
with  than  massive  job  losses  and  dis- 
locations in  three  or  four  years. 

You  saw  the  less  Prussian  Bundes- 
bank hard  at  work  in  July  when  in 
one  week  the  DM  rose  2.5%  against 
the  dollar,  a  reaction  to  plunging 
U.S.  stocks.  Hans  Tietmeyer,  presi- 
dent of  the  Bundesbank,  officially  let 
it  be  known  that  the  central  bank 
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The  Euro  may  be  inevitably  on  its  way, 

but  it  won't  solve  Europe's  underlying  problems. 

The  cost  of 
compromise 


would  keep  its  interest  rates  stable  or 
might  even  lower  them  if  monetary 
conditions  allowed.  It  was  a  loud 
signal  to  the  global  money  market  to 
send  its  money  elsewhere  and  not  bet 
on  a  strong  DM.  Next  day  Ernst  Wel- 
teke,  a  Bundesbank  board  member, 
told  the  German  press  the  DM  had 
appreciated  too  much  and  that  he 
saw  "no  justification"  for  the  weak- 
ening dollar. 

Then,  in  late  August,  when  statis- 
tics showed  the  German  economy 
strengthened  in  the  second  quarter 
and  pundits  again  swore  rate  cuts 
were  over,  the  Bundesbank  aggres- 
sively cut  the  securities  repurchase 
rate  30  basis  points,  to  3%,  the  lowest 
rate  in  Germany's  postwar  history. 
The  deutsche  mark  slumped,  and 
Tietmeyer  praised  its  fall. 

Of  course,  a  lot  of  smart  people 
think  the  single  European  currency 
won't  happen  soon  or  won't  happen 
on  schedule.  There's  plenty  of  grum- 
bling among  ordinary  Europeans. 
Western  Europe's  governing  elite 
may  be  able  to  ride  roughshod  over 
that  kind  of  opposition,  but  there  are 
technical  hurdles,  too.  Most  Euro- 
pean countries,  including  Germany, 
aren't  meeting  the  criteria  spelled  out 
in  the  Maastricht  Treaty.  Budget 
deficits  aren't  supposed  to  exceed  3% 
of  GDP,  but  are  5%  in  France  and 
4.5%  in  Belgium. 

All  true,  but  probably  irrelevant. 
The  West  European  political  elite  is 
determined  to  impose  a  single  cur- 
rency on  the  area.  A  close  look  shows 
that  the  Maastricht  Treaty  allows 
plenty  of  room  for  fudge.  It  calls  only 
for  deficits  not  to  be  "excessive."  A 
country  can  be  considered  in  compli- 
ance if  its  deficit  has  declined  and  is 
close  to  a  3%  "reference"  value.  "It's 
wishy-washily  formulated,"  says  Klaus 
Baader,  senior  currency  economist  at 
Deutsche  Morgan  Grenfell  in 
London.  Says  Stephen  Poloz,  "If  the 
Maastricht  criteria  are  not  violated 
obscenely,  emu  will  go  ahead  on 
schedule." 

So,  it's  goodbye  to  the  almighty 
DM.  Germans  will  have  to  give  up  the 
satisfaction  of  having  one  of  the 
world's  most  prized  currencies — and 
those  nice,  cheap  overseas  trips.  But 
that  can  be  good  news  for  German 
exporters — and  bad  news  to  their 
U.S.  competitors.  H 


By  William  Heuslein 

Yes,  the  streets  are  cleaner  and 
safer  in  much  of  Western  Europe, 
compared  with  those  in  big  U.S. 
cities.  But  beneath  the  surface  all's 
not  well. 

Job  creation  in  Europe  over  the 
last  25  years  has  been  almost  nonex- 
istent; if  it  weren't  for  a  low  birth 
rate,  the  rate  of  unemployment 
would  probably  be  unbearable.  Euro- 
peans have  managed  to  rusrie  up  only 
10  million  additional  jobs  since 
1970.  During  the  same  period  the 
U.S.  created  46  million  jobs.  A  full 
10.8%  of  Europe's  work  force  col- 
lects unemployment  checks,  com- 
pared with  a  rate  of  5.4%  in  the  U.S. 
The  inescapable  conclusion  is  that 
Europe  has  priced  its  work  force  out 
of  world  markets. 

To  keep  the  jobless  fed  and  quies- 
cent costs  plenty.  While  the  U.S. 
budget  deficit  as  a  percent  of  gross 
domestic  product  is  2.3%,  the  collec- 
tive budget  deficit  for  the  15  coun- 
tries of  the  European  Union  is  5%  of 


GDP.  If  the  U.S.  deficit  were  this 
high,  our  federal  deficit  would  be 
$360  billion  instead  of  the  present 
$164  billion.  Clearly  something  has 
to  give.  Chances  are,  what  will  give  is 
the  European  standard  of  living.  No 
wonder  Germany's  money  powers 
are  trying  to  talk  down  the  DM.  HH 

Eurosclerosis: 


A  huge  population,  but  no  vitality. 


The  Brussels  bomb: 

Rising  unemployment  and  soaring  deficits. 

At  what  level  will  Europeans  storm  the  Bastille? 


European  Union 


U.S. 


European  Union  U.S. 

Sources:  Eurostat;  Bureau  of  Labor  Statistics;  Office  of  Management  &  Budget;  Information  Please  Almanac. 
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Washington 
encourages  teenage 
pregnancy 


BY  MAGGIE  GALLAGHER 


Maggie  Gallagher  is 
an  affiliate  scholar  at 
the  Institute  for 
American  Values. 
Her  latest  book  is 
The  Abolition  of 
Marriage:  How  We 
Destroy  Lasting  Love 
(Regnery, 
April  1996). 


AS  I  TRAVEL  ACROSS  THE  COUNTRY  promoting 
my  new  book,  The  Abolition  of  Marriage,  one 
thing  is  clear:  In  theory,  Americans  have 
reached  a  new  consensus  on  the  question  of 
unwed  motherhood.  Everybody  seems  to 
agree  it  is  bad. 

But  that's  just  the  theory.  The  reality  is 
places  like  Tipton  County,  Ind.  Tipton  isn't 
the  kind  of  place  most  people  have  in  mind 
when  they  talk  about  an  explosion  in  illegiti- 
macy Set  in  rolling  farm  country,  the  largely 
white  county  enjoys  an  above-average  income: 
Just  5%  of  family  households  are  poor;  the 
high  school  dropout  rate  is  just  3%. 

But  the  problem  became  urgently  real  to 
Tipton  community  leaders  after  a  local  pedia- 
trician, Dr.  William  Stone,  discovered  almost 
40%  of  the  babies  he  delivered  were  being 
born  to  unwed  mothers. 

Tipton  is  a  microcosm  of  what's  happening 
all  over  America.  Teens  today  account  for 
about  one-third  of  all  births  to  unwed  moth- 
ers, and  dependent  families  formed  by  teenage 
mothers  consume  over  half  of  all  the  welfare 
money  spent.  Overall,  two-thirds  of  black 
babies  are  born  out  of  wedlock;  but,  at  25%, 
the  white  illegitimacy  rate  is  now  at  the  same 
level  the  black  rate  was  when  Patrick  Moyni- 
han  first  called  attention  to  the  problem  of  the 
black  family  in  1964. 

Schools  that  try 
to  express  disapproval 
of  teen  motherhood  run 
smack  into  the  iron  hand 
of  the  federal  government. 


In  just  a  decade,  if  present  trends  are 
allowed  to  continue,  a  majority  of  American 
kids  will  be  born  outside  of  marriage.  In  one 
recent  poll,  55%  of  teenage  girls  say  they 
would  consider  having  a  child  out  of  wedlock. 

But  the  consequences  of  living  in  a  mar- 
riage-free environment  are  devastating.  Sta- 
tistically speaking,  children  born  outside  of 
marriage  are  30  times  more  likely  to  live  in 
persistent  poverty  than  children  whose  par- 


ents got  and  stayed  married. 

Even  controlling  for  socioeconomic  status, 
kids  raised  in  single-parent  families  have  twice 
the  risk  of  becoming  criminals,  twice  the  risk 
of  becoming  high  school  dropouts,  two  to 
three  times  the  rate  of  psychological  disorders 
and  twice  the  risk  of  becoming  unwed  teen 
parents,  perpetuating  the  downward  spiral. 

What  has  made  illegitimacy  so  acceptable  in 
spite  of  its  terrifying  consequences?  One 
factor  is  the  nation's  high  divorce  rate,  which 
has  spawned  a  generation  of  children  who 
view  marriage  as  dangerous  and  fathers  as 
unnecessary.  "My  father  left  me  when  I  was  2 
and  disowned  me  when  I  was  10,  and  I'm 
glad  he's  not  around,"  says  one  young  Tipton 
boy  defiantly.  "I'm  a  mother  and  I  give  my 
baby  everything  he  needs,"  a  girl  no  more 
than  17  years  old  said  confidently.  "His 
father's  not  around,  but  that's  not  an  issue." 

Even  more  dismaying,  our  government  has 
fostered  illegitimacy.  Schools  no  longer  active- 
ly seek  to  discourage  out-of-wedlock  births. 
"When  I  was  in  high  school,  girls  got  preg- 
nant and  they  disappeared,"  Richard  Schuldt 
of  Eau  Claire,  Wis.  told  the  New  York  Times. 
"Now  my  pregnant  daughter  goes  on  the 
Montel  Williams  Show.''''  The  bemused  father 
added,  "Today  teen  pregnancy  is  being  treat- 
ed like  it's  no  big  thing,  like  it's  the  norm." 

Around  the  country,  public  schools  main- 
stream pregnant  girls.  Schools  that  try  to 
express  disapproval  of  teen  motherhood  run 
smack  into  the  iron  hand  of  the  federal  gov- 
ernment. Few  recognize  it  yet,  but  our 
bumper  crop  of  children  having  children  is  in 
part  the  delayed  harvest  of  a  1972  federal  law 
that  made  it  illegal  for  schools  receiving  feder- 
al funds  to  discipline  students  because  of 
pregnancy  or  parenthood. 

At  Eau  Claire  Memorial  High  School,  the 
principal  was  forced  to  resign  and  three  assis- 
tant principals  were  disciplined  for  attempting 
to  prevent  Mr.  Schuldt's  daughter,  April,  from 
becoming  homecoming  queen. 

The  government  can't  legislate  good 
morals,  but  must  it  enforce  bad  ones? 

Using  the  power  of  the  purse,  the  federal 
government  has  done  much  to  transform 
unwed  motherhood  from  a  wrong  to  a  consti- 
tutional right.  WM 
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You  know  who  makes  the  best  pappadom  in  Kensington. 


iff  /— r 


You  know  where  to  find  a  puppet  show  in  Rome  every  afternoon  except  Wednesday. 


1l* 


And  now  you  know  how  to  get  clear,  fast  connections 


Service  to  280 
Countries  and  Places 


FECIAL       ADVERTISING  SECTION 


REMEMBER     WHEN     ALL  TRANSACTION 


TOOK     PLACE     IN     A     BANK  BRANCH? 


NDW,  BANK 


SERVICES  GO 


WHERE  THE 


PEOPLE  ARE. 


It  used  to  be 


the  other  way  around. 


Customers  would  hop  in  the  car,  even  fight  traffic, 
for  the  privilege  of  standing  in  line  at  their  favorite 
bank  or  savings  and  loan  branch.  And  who  can 
forget  those  infamous  bankers'  hours? 

Diebold  helped  change  all  that  in  1973  with  the 
automated  teller  machine.  People  quickly  embraced 
the  convenience  of  24-hour  remote  banking.  Today, 
people  expect  their  financial  institution  to  deliver 
banking  services  where  they  shop,  work  and  play. 

In  the  highly  competitive  financial  industry,  the 
winners  are  those  financial  institutions  that  take  the 
most  services  to  the  most  people  in  the  most  efficient 
way  possible.  With  help  from  Diebold,  financial 
institutions  are  sorting  through  a  maze  of  technology 
options  in  search  of  a  distinct  competitive  advantage, 


SPECIAL       ADVERTISING  SECTION 


High-powered  ATMs 
at  your  service. 

Delivering  more  services  to  more 
people  is  a  new  wave  of  multi- 
function automated  teller  machines 
from  Inter  Bold,  the  Diebold/IBM 
joint  venture.  The  new  units  dispense 
bank  statements,  checkbooks,  theater 
and  plane  tickets,  bus  passes,  traveler's 
checks,  postage  stamps  and  much 
more.  You  can  even  deposit  a  check 
without  an  envelope,  view  an  elec- 
tronic image  of  the  check,  then  watch 
as  it's  cashed  right  down  to  the  penny. 

As  you  might  guess,  these  advanced- 
function  ATMs  are  quite  popular 
with  customers.  And  they're  a  major 
reason  for  the  growing  popularity  of 
another  exciting  development  in 
self-service  banking  technology  — 
the  MicroBranch  from  Diebold. 

The  MicroBranch 

is  coming  to  a  store 

NEAR  you. 

Typically  located  in  supermarkets, 
these  small -space,  highly  automated 
mini-branches  give  financial  institu- 
tions an  effective  way  to  increase  the 


availability  of  services  in  places  where 
people  congregate.  Consumers  can 
make  deposits,  withdraw  cash,  open 
new  accounts,  make  payments  on 
loans,  contribute  to  investments, 
receive  financial  information,  purchase 
new  checks  or  money  orders,  and 
even  buy  licenses,  event  tickets  and 
stamps  without  visiting  a  branch. 

Many  resources  are  needed  to  create 
a  MicroBranch.  Diebold  has  long 
been  a  pioneer  in  developing 
automated  transaction  systems  that 
enable  consumers  to  perform 
financial  activities  24  hours  a  day. 
Complementing  this  self-service 
capability  are  years  of  security 
expertise  covering  everything  from 
vaults  and  safe  deposit  boxes  to 


Micro Branches 
offer  many  df 
the  services 
once  handled 
exclusively  by 
traditional. 
branches. 


video  monitoring  and  access  control 
devices.  Plus  the  ability  to  integrate 
everything  within  a  single,  computer- 
controlled  system. 

Smart  cards? 
Smart  move. 

To  become  more  competitive  and 
enhance  revenue  opportunities, 
financial  institutions  are  also 
broadening  the  kinds  of  services 
they  offer.  A  growing  number  are 
turning  to  Diebold  for  stored-value 
smart  card  software  and  systems. 
For  example,  in  time  for  the  1996 
Summer  Olympics  in  Atlanta, 
retail  stores  and  automated  teller 
machines  were  equipped  to  accept 
smart  cards  —  which  store 
information  on  a  computer  chip 
embedded  in  the  card  —  for 
purchases  and  other  transactions. 

Even  with  all  this  wonderful  tech- 
nology, you  can  still  visit  your  bank 
branch  if  you  want  to.  But  now  you 
don't  have  to.  Innovative  Diebold 
technology  links  banking  customers 
with  the  services  they  need  and  the 
convenience  they  demand.  And  this 
is  just  the  beginning. 


Diebold,  Incorporated 

P.O.  Box  3077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1-800-999-3600 
Fax  330-490-3794 

Internet  http:  /  / www.diebold.com 


They're  older,  soberer 

and  ready  to  cash  in  all  over  again, 

Aging  rockers  are  back— 

and  this  time  they  mean  business. 


By  Robert  La  Franco 

Standing  in  front  of  a  vending 
booth  outside  New  York's  Madison 
Square  Garden  last  month,  Wayne 
Ugliono,  a  sous-chef  from  Paterson, 
N.J.,  whips  out  a  pile  of  bills.  He's 
already  spent  $225  on  two  tickets  to 
see  the  rock  band  Kiss.  But  Ugliono 
eagerly  peels  off  another  $315  for 
souvenir  T  shirts,  tour  books,  caps 
and  bandannas,  all  emblazoned  with 
the  band's  logo  and  images.  A  rock 
group  that  disintegrated  a  decade 
ago  in  a  haze  of  booze  and  drugs, 
Kiss  is  back. 

"I've  waited  15  years  for  this," 
says  Ugliono,  35.  "This  is  the  real 
thing."  Kiss  is  cashing  in  on  the  nos- 
talgia that  people  like  Ugliono  feel  as 
their  own  youth  fades  into  middle 
age.  Kiss  uses  props  that  have  been 
mothballed  since  1977.  Wearing 
garish  black-and-white  Kabuki-style 
makeup,  7-inch  platform  boots  and 
flamboyant  leather  outfits,  the  band 
struts  around  the  stage  amidst  bil- 
lowing clouds  of  dry-ice  fog.  Flames 
shoot  up  from  the  floor.  There  are 
deafening  explosions. 

Bassist  Gene  Simmons,  47,  sticks 
his  8-inch  tongue  out  at  the  audi- 
ence and  drools  fake  blood.  The 
ear-shattering  heavy  metal  music  is 
laden  with  raunchy  lyrics  about 
groupies  and  wild  parties.  Paul 
Stanley  smashes  his  guitar  onstage  in 
a  carefully  choreographed  routine. 
It's  more  noise  than  music,  but  fans 
don't  care.  By  the  time  the  tour  ends 
in  December  1997,  Kiss  will  have 


sold  about  $100  million  worth  of 
tickets,  another  $30  million  worth  of 
merchandise  and  perhaps  $30  mil- 
lion more  in  CDs,  books  and  video- 
tapes. That's  enough  to  put  the  band 
at  number  29  on  the  Forbes  Top  40 
this  year. 

Retread  rock  is  hot.  Aging  rock 
stars  are  flooding  back  into  the  lime- 
light after  years  of  obscurity — in 
most  cases  now  unstoned,  sober  and 
anxious  to  put  something  away  for 
their  impending  old  age.  Reunited 
after  a  bitter  split  divided  the  band  in 
1981,  the  Eagles  scored  last  year's 
top-grossing  concert  honors,  selling 
some  $130  million  worth  of  tickets 
in  North  America  alone,  and  $195 
million  worldwide  over  18  months. 
They'll  rake  in  $32  million  this  year. 

The  promoters,  eager  to  cash  in, 
are  urging  forgotten  groups  to  get 
their  acts  together  and  get  back  on 
the  road.  Styx,  a  1970s  pop  band, 
reunited  in  its  original  form  for  the 
first  time  in  13  years.  They  hit  the 
road  this  year  with  the  Paradise  The- 
ater tour,  a  show  shelved  after  one 
run  in  1980,  when  that  band  broke 
up.  Even  the  Sex  Pistols,  a  punk  rock 
group  from  the  1970s,  rose  from  the 
dead  for  a  world  tour  and  a  new 
album  that  came  out  this  year. 

It's  a  kind  of  reaction  against  the 
bare-bones  style  of  the  hot  1990s 
alternative  rock  and  grunge  bands — 
like  Nirvana,  Pearl  Jam  and  Stone 
Temple  Pilots.  No  fancy  theatrics,  no 
on-stage  explosions  or  fog  for  the 


Kiss  onstage  at  New  York's  Madison  Square  Garc 
"The  Unabomber  blows  things  up,  but  does  ■■■■ 
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grunge  types.  Heavy  exposure  on 
MTV  is  more  than  enough  to  gener- 
ate all  the  excitement  needed  to  sell 
their  albums.  But  the  aging  fans 
seem  to  miss  the  bangs  and  the  whis- 
tles, and  so  do  some  of  the  younger 
fans.  If  the  old  rockers  know  any- 
thing, it's  how  to  put  on  a  show. 
This  began  to  become  apparent  in  a 
revived  interest  in  the  1970s  stuff. 

Which  is  drawing  in  the  teenagers 
as  well  as  the  aging  fans.  Call  it  two- 
generation  appeal.  "The  cultural 
mirror  is  clearly  focused  on  the 
1970s  today,  and  there  is  a  vacuum 
in  the  rock  'n'  roll  business,"  says 
Danny  Goldberg,  president  of  Mer- 
cury Records,  Kiss'  label. 

The  comeback  story  of  Journey  is 
typical.  The  pop-rock  band  started 
recording  for  Columbia  Records  in 
1974,  but  scattered  in  1987.  Bass 
player  Ross  Vallory  nearly  went 
bankrupt,  lead  singer  Steve  Perry 
disappeared  into  alcoholism  and  a 
spotty  solo  career.  The  rest  of  the 
band  was  going  nowhere.  They 
weren't  starving.  There  was  $3  mil- 
lion annually  from  Journey's  catalog 
sales  and  songwriting  royalties.  But 
they  missed  the  big  money  and  the 
screaming  fans.  Urged  on  by  John 


Kalodner,  senior  vice  president  of 
talent  development  at  Columbia 
Records,  the  five  members  of  Jour- 
ney reunited  last  year.  Kalodner  saw 
the  potential  when  he  noted  that  a 
solo  tour  by  Perry  had  actually  done 
well,  pulling  in  a  gross  of  about  $2 
million.  During  the  tour,  the  few 
thousand  fans  who  packed  the  small 
theaters  and  arenas  he  played  in 
would  erupt  when  he  belted  out 
Journey's  classic  hits  like  "Any  Way 
You  Want  It,"  and  "Don't  Stop 
Believing." 

Perry  was  against  such  a  commu- 
nal venture,  preferring  to  use  the 
band's  name  and  music  for  his  own 
gain,  and  none  too  thrilled  at  the 
thought  of  working  with  ex-manag- 
er Herbie  Herbert.  Waving  big 
bucks,  Kalodner  persuaded  him. 
Next  month  Journey  will  release 

"The  cultural  mirror  is 
clearly  focused  on  the  1970s 
today,"  says  label  executive 
Danny  Goldberg,  "There 
is  a  vacuum  in  the  rock  V 
roll  business." 


|  The  Eagles 
;  Dredging  up  the 
|  old  act  was  the 
|  best  thing  they 
|  could  have  done 
for  their  purses. 
The  reunited 
Eagles  sold  more 
than  $500  million 
worth  of  product 
at  retail  in  an 
18-month  stretch, 
setting  off  a 
string  of  copycat 
reunions.  "The 
Eagles  aren't  just 
a  band,  they're  an 
industry,"  says 
manager 
Irving  Azoff. 


t 
1 
a 

Trial  by  Fire,  its  first  album  in  over  a  \ 
decade,  and  will  hit  the  road  next  w 
February  for  a  worldwide  arena  tour. 
Industry  insiders  figure  that  the  tour 
could  gross  close  to  $50  million, 
maybe  more  if  the  album  takes  hold. 

This  time  around,  it  should  help 
that  Perry  and  his  bandmates  are 
sober.  Irving  Azoff,  current  manag- 
er for  both  Journey  and  the  Eagles, 
swears  that  there  are  no  drugs  and 
no  booze  backstage,  just  Evian  and 
Diet  Coke.  That's  a  big  change  from 
the  days  when  the  Eagles  were  cut- 
ting holes  in  hotel  room  walls  with 
chain  saws.  "These  guys  are  on  the 
road  with  their  wives  and  children,"  I 
says  the  bands'  road  accountant, 
Robert  Hurwitz.  "They  hook  up  fax 
machines,  have  personal  trainers  and 
travel  with  their  own  masseuses — it's 
no  fun  anymore." 

Maybe  not,  but  it's  even  more 
profitable.  In  the  1970s  the  music 
business  was  a  baby  business.  Tickets 
to  major  shows  sold  for  about  $10; 
albums  sold  for  about  $7  and  were 
considered  a  smash  if  they  sold  a  few 
million  copies.  Merchandising  was  a 
novel  concept.  Today  a  smash  CD  can 
sell  tens  of  millions  of  copies  world- 
wide at  $14  each.  Concert  tickets  are 
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going  for  as  high  as  $100 — with 
each  show  spinning  off  a  ton  of 
ancillary  merchandise,  video  and  CD 
products. 

Robert  Plant  and  Jimmy  Page, 
former  members  of  heavy  metal 
band  Led  Zeppelin,  were  rumored 
to  have  accepted  $5  million  to  $7 
million  from  Atlantic  Records  for 
four  albums.  That's  nothing  com- 
pared with  the  $100  million  the 
whole  band  was  offered  by  United 
Artists  Records  in  1988  for  one 
record,  a  video  and  a  world  tour. 

Kiss,  founded  by  Gene  Simmons 
and  Paul  Stanley  in  1973,  had  a 
messy  history.  It  rented  the  Diplo- 
mat Ballroom  in  New  York  in  July 
1973  to  showcase  its  act,  and  TV 
producer  William  Aucoin  signed  the 
band  a  few  days  later.  Aucoin  took 
25%  of  the  band's  tour,  recording 
and  merchandising  income  and  also 
held  the  copyright  to  the  band's 
name  and  music.  Within  three  weeks 
he  had  a  deal  at  Casablanca  Records. 
The  band's  first  three  albums  stiffed 
at  retail,  and  because  of  their  wild 
stage  show  and  outrageous  look,  the 
band  was  blackballed  from  touring 
with  larger  acts. 

Aucoin  and  Casablanca  executives 


"Bars  with  a  bunch  of 
drunks  not  paying  attention 
to  you  when  you're  singing 
your  heart  out,"  says 
Kiss  drummer  Peter  Criss 
about  life  without  the  band. 


kept  polishing  the  act  nevertheless. 
They  bought  magic  show  gags  and 
taught  Simmons  how  to  breathe  fire 
and  toss  explosions  from  his  hands. 
A  choreographer  taught  the  band 
how  to  move.  They  dyed  the  band's 
hair  the  same  blue/black  color  and 
helped  them  refine  the  character 
masks  that  became  their  only  public 
identities  for  almost  a  decade. 

Aucoin  and  Casablanca  risked  a 
lot.  Aucoin  charged  $25,000  on  his 
American  Express  card  to  mount  the 
band's  first  tour,  which  took  in  only 
half  of  what  it  cost.  He  then  filed 
for  copyright  protection  on  the 
band's  painted  faces.  Kiss  took  off. 
By  1978  it  was  grossing  $119  mil- 
lion a  year. 

But  in  1979  the  band  put  pressure 
on  Aucoin  to  give  back  the  rights  to 
its  music,  its  look  and  its  name. 


Aucoin  agreed,  but  kept  his  25%  cut 
of  the  group's  income  until  he  was 
fired  in  1982.  The  split  came  over 
image.  The  band  wanted  to  take  off 
its  makeup.  Aucoin  wanted  to  stay 
with  a  winning  formula. 

Kiss  fell  apart  after  drummer  Peter 
Criss  was  fired  in  1979  and  guitarist 
Ace  Frehley  left  in  1982.  Both  were 
alcoholics  who  tried  to  support 
themselves  with  club  tours  and  solo 
albums  that  had  little  success.  What's 
club  work  like?  "Bars  with  a  bunch 
of  drunks  not  paying  attention  when 
you're  onstage  singing  your  heart 
out,"  says  Criss.  Without  the  bizarre 
makeup  and  stage  antics,  the  band 
rarely  worked  anymore.  Its  tours 
grossed  only  $10  million  a  year,  and 
its  records  sold  less  than  a  million 
copies  each — a  fraction  of  what  it 
was  doing  at  its  peak  in  1978. 

Out  from  under  Aucoin's  man- 
agement, Simmons  and  Stanley 
made  more  mistakes.  They  hired 
New  York-based  Glickman/Marks 
Management  Corp.  in  1982  to 
handle  all  of  their  affairs.  That  result- 
ed in  a  $17  million  lawsuit  by  Sim- 
mons and  Stanley  in  1989  against 
Glickman/Marks.  It  charged,  among 
other  things,  "gross  mismanage- 


Robert  Plant  and 
Jimmy  Page 
Their  "Unledded" 
tour  sold 
$33  million  worth 
of  tickets  in 
North  America 
last  year,  and 
their  album  sold 
about  1  million 
copies — a  fraction 
of  what  they 
could  have  done 
had  they  warmed 
up  the  original 
act,  Led  Zeppelin. 
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Kiss'  first  manager, 
William  Aucoin 
Under  his  original 
deal,  Aucoin  took 
25%  of  everything 
the  band  earned, 
but  he  had  to  give 
it  all  up  when  he 
was  fired  in  1982. 
"If  there's  anyone 
out  there  who 
understands  the 
value  of  the 
merchandise 
it's  me,"  he  says 
with  a  wince. 


ment,  racketeering  and  securities 
fraud."  The  suit  was  dismissed,  and 
the  band  next  hired  Stanley's  long- 
time psychotherapist,  Jesse  Hilsen, 
to  handle  the  business  affairs.  Hilsen, 
now  a  fugitive,  allegedly  ran  off  with 
the  profits  of  one  of  the  band's 
world  tours. 

Finally  the  founders,  Simmons  and 
Stanley,  decided  to  take  control 
themselves  and  started  a  comeback 
based  on  the  band's  original  image. 
A  year  ago  they  began  to  cash  in  on 
the  old  fans,  putting  on  Kiss  Con- 
ventions, gatherings  of  1,000  to 
2,000  fans  that  featured  merchandise 
sales,  collectibles  trading,  perfor- 
mances from  Kiss  "tribute  bands" 
and  a  few  live  numbers  from  Kiss 
itself. 

Simmons  and  Stanley  put  on  21 
conventions  last  year,  each  one 
grossing  close  to  $200,000. 

They  also  published  Kisstory,  a 
$159,  9-pound  pictorial  history  of 
the  band  that  carries  a  fat  profit 
margin.  It's  already  sold  nearly 
100,000  copies.  And,  sensing  that 
the  time  was  right,  they  boosted 
interest  by  inviting  Criss  and  Frehley 


to  join  the  band  onstage  during  its 
filming  of  an  MTV  Unplugged  special 
late  last  year. 

It  had  become  clear  that  there  was 
still  big  money  in  the  Kiss  concept. 
After  releasing  a  videotape  and  CD  of 
the  special,  Kiss  announced  the 
reunion.  This  time  Simmons  is  in 
firm  control.  Doc  McGhee  was  hired 
as  manager  seven  months  ago,  after 
Simmons  and  Stanley  interviewed 
close  to  40  candidates.  McGhee  gets 
5%  of  the  net,  compared  with  an 
average  15%  of  the  gross  in  the 
industry.  The  band  learned  a  lot 
about  business  in  the  long,  dry 
period. 

So  far  the  tour  has  been  averaging 
$700,000  in  ticket  sales  every  night. 
From  that  the  band  gives  up  as  low 
as  4%  to  the  promoter,  about  3%  to 

"This  is  a  once-in-a-lifetime 
opportunity,"  says 
entertainment  attorney 
Paul  Schindler.  'It's  this  or 
sitting  home  and  retiring." 


its  booking  agent,  CAA,  and  another 
10%  to  15%  to  pay  the  rent,  ticket 
takers  and  ushers.  The  rest  goes  to 
the  band  and  its  crew — some 
$400,000  and  more  a  night.  Sim- 
mons and  Stanley  will  split  merchan- 
dise profits  between  them.  Frehley 
and  Criss  are  reportedly  working  for 
a  fee,  plus  a  small  percentage  of  the 
tour's  net. 

Simmons  and  Stanley  made  anoth- 
er shrewd  move — they  passed  on  a 
potential  $7  million  advance  from 
Sony's  licensing  division  to  handle  all 
the  sales  of  T  shirts  and  other  mer- 
chandise. Simmons  wanted  to  shoul- 
der the  risk — and  keep  the  profits. 
Which  so  far  amount  to  about 
$100,000  a  night  net  profits  in  mer- 
chandise sales. 

You  can  bet  there  are  lots  of  other 
retired  stars  watching  and  waiting. 
"This  is  a  once-in-a-lifetime  oppor- 
tunity," says  Paul  Schindler,  an  enter- 
tainment attorney  at  Grubman, 
Indursky,  Schindler  &  Goldstein, 
who  represents,  among  others,  Sim- 
mons and  Stanley.  "It's  this  or  sitting 
home  and  retiring.  They  don't  want 
to  do  that."  M 
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Keep  anjpye  on  the  office  from 


If  v 


all  some  executives  want  to  do  is  mind  their  business.  So  at  United,  we've  made  our  planes  very 
an  hook  up  your  PC,  send  and  receive  files,  send  faxes,  even  get  incoming  calls  right  at  your  seat, 
e  a  break  from  the  office,  we've  got  lots  of  pleasant  distractions  to  make  that  easy  to  do. 
of  United.  50,000  minds  working  overtime.  Come  fly  our  friendly  skies. 
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Traditionally,  tke  greatest 
collection  of  volumes 
kas  included  Tkoreau, 
Keats,  and  Jane  Austen. 
Today,  it  would  kave  to  include  tke  Yukon  by 
GMC,  a  vekicle  wkose  interior  volume  is  an 
unedited,  unabridged  181  cukic  feet.  Dressed 
in  rick,  sumptuous  leatker  and  tkickly  woven 
carpeting,  tke  Yukon  SLT  is  a  study  in  luxury. 


Its  triple-sealed  doors  and  extensive  sound 
insulation  would  make  even  tke  most 
meticulous  likrarian  feel  perfectly  at  kome. 

~>        ]     Or  il  you  prefer,  an  available 
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concert-quality  compact  disc  sound  system 
can  transform  tkis  den  of  tranquility  into  a 
tkunderous  orckestra  kail. 
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Yukon  SLT's  front  seats  em  kodV  yet  anotker 
indulgence.  Witk  fold-down  armrests  and  power 
lumkar  controls,  tkey  conform  to  one's  kody 
for  tke  ultimate  in  comfort.  For  convenience, 
tke  Yuk  on's  instrument  panel,  center  console 
and  overkead  console*  are  all  economically 
designed  and  perfectly  placed. 

At  tke  k  eart  o  fYuk  on  is  a 
powerful,  new  Vortec  V8 
engine  tkat  generates  a 
strong  and  smootk  255  korsepower.  Matcked 
to  an  avadakle  four-wkeel  drive  system,  tke 
Yukon  is  preeminently  capakle  of  accentuating 
tke   sport    in    sport  utility, 


precisely  on  your  command. 
For  more  serene  an  d  fluid  transport,  an 
independent  front  suspension  aksorks  road 
karskness  and  relegates  it  to  mere  rumor. 
So  look  up  tke  Yukon  under  www.gmc.com 

or  call  1-800-GMC-8782. 

Tken  see  wky  it  redefines  tke 
sport  utility  vekicle. 

YUKON 


COMFORTABLY 
IN  COMMAND' 


ire  registered  trademarks  of  General  Motors  Corporation.  Buckle  Up,  America! 


Show  biz  celebrities  are  making  far  more  money  than  they  used  to  make. 

Why? 


Forbes  has  been  tracking  incomes  of  the  By  Robert 
world's  top-paid  stars  since  1987,  and  it's 
been  an  impressive  bull  market:  The  price  of  celebrity  has 
never  been  higher.  Is  it  because  the  stars  are  handsomer, 
sing  louder,  act  more  impressively  or  crack  funnier  jokes? 
Of  course  not.  It's  the  technology,  stupid.  When  the  VCR 
came  along,  it  almost  doubled  the  potential  revenue  from 
a  movie.  With  satellite  dishes  now  in  the  most  remote 
Asian  villages,  the  potential  audience  swells  enormously. 
The  outlets  for  popular  entertainment  include  CDs,  mul- 
tichannel cable  systems,  digital  videodisks,  enhanced  CDs 
that  offer  viewers  video  clips  and  interviews  with  stars — 
and,  now,  Web  sites. 

The  demand  for  content  to  fill  the  proliferating  distri- 
bution channels  grows  almost  exponentially. 

"There  aren't  many  names  available  to  fill  a  lot  of  com- 
peting slots,"  says  James  Wiatt,  president  and  co-chief 
executive  at  Beverly  Hills-based  icm. 

A  decade  ago  the  top  salary  for  a  Hollywood  actor 
was  about  $5  million.  Today  it's  more  like  $20  million. 
A  hot  new  rock  band  at  the  center  of  a  bidding  war 
can  fetch  $600,000  for  delivery  of  a  record — four 
times  what  it  would  have  gotten  in  1987.  Top  televi- 
sion writers  have  seen  their  pay  jump  more  than  250% 


La  Franco       since  the  late  Eighties  (see  story,  p.  182). 

One  day,  perhaps,  the  supply  of  popular 
entertainment  may  overwhelm  demand  (FORBES,  Apr. 
22),  but  it  hasn't  happened  yet.  "It's  a  trend  that  has  not 
ended,"  adds  Richard  Lovett,  president  of  CAA,  Holly- 
wood's leading  talent  agency.  "There  is  such  a  hunger  for 
movie  stars." 

Bruce  Willis'  $20  million  salary  for  last  year's  Die 
Hard  with  a  Vengeance  was  quadruple  what  he  was  paid 
to  do  the  original  in  1988.  He  got  that  much  more  in 
good  part  because  the  worldwide  box  office  gross  grew 
as  well,  from  $137  million  for  the  first  Die  Hard  film  to 
$310  million  for  the  third.  You  guessed  it:  Die  Hard  IV 
is  in  discussion. 

New  to  our  list  this  year:  heavy  metal  band  Metallica, 
whose  current  8 8 -city  international  tour  will  assure  that 
everything  the  band  has  ever  released  remains  on  at  least 
one  of  Billboard's  charts. 

Demi  Moore  slides  off  in  part  because  her  movie 
Striptease  didn't  match  its  hype.  Off-peak  merchandising 
sales  knocked  off  Barney  the  purple  dinosaur.  Pink  Floyd, 
Elton  John,  Billy  Joel,  Aerosmith,  Boyz  II  Men  and  Bon 
Jovi  are  gone — presumably  to  rest  up  from  the  grueling 
tours  and  albums  that  put  them  on  last  year.  H 
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OPRAH  WINFREY 

'95:  $74 million   '96:  S9  7  million   Total;  SI 71  million 

The  reigning  queen  of  talk  television,  Oprah  just  keeps  on 
going,  despite  a  temporary  dip  in  ratings  two  years  ago. 
Her  uplifting  chatter  grossed  $212  million  this  year,  up 
from  $196  million  last  year.  A  fitness  book,  co-written  with 
trainer  Bob  Greene,  adds  to  the  take. 

THE  BEATLES 
'95:  $100  million  '96:  $30  million  Total:  $130  million 

They  don't  really  exist  anymore — except  as  a  profit 
machine.  Last  year  they  pocketed  $20  million  for  the  U.S. 
airing  of  their  self-produced,  six-hour  documentary.  This 
year  they  will  release  a  ten-hour  version  on  home  video  for 
$150.  Add  sales  of  their  three-volume  Anthology  CD  set. 


STEVEN  SPIELBERG 
'95:  $120  million  '96:  $30  million  Total:  $150  million 

He  hasn't  been  behind  the  camera  since  Schindler's  List, 
but  his  Amblin  Entertainment  has  a  producer  credit  on  the 
blockbuster  Twister,  as  well  as  on  the  popular  love  story  The 
Bridges  of  Madison  County.  Now  he's  preparing  for  the 
sequel  to  Jurassic  Park.  Here  we  go  again. 

9  MICHAEL  JACKSON 

'95:  $45  million    '96:  $45  million   Total:  $90  million 

Losing  fans  in  the  U.S.,  the  gloved  one  still  has  friends  over- 
seas. Saudi  Arabian  Prince  Al-Waleed  is  sponsoring 
Jackson's  latest  international  tour.  The  Sultan  of  Brunei 
paid  him  seven  figures  to  play  at  his  birthday.  But  Hyundai 
has  bailed  out  as  a  sponsor  due  to  public  pressure. 


'95:  $71  million  '96:  $6  million  Total:  $77  million 

Rock's  most  efficient  corporation  rolls  on,  thanks  to  the 
profits  the  band  hauled  in  from  its  $300  million  Voodoo 
Lounge  tour.  The  Stones  sell  more  than  2  million  CDs  a  year 
in  the  U.S.  Last  year  they  pocketed  $4  million  for  use  of 
their  Start  Me  Up  to  roll  out  Windows  95. 

ARNOLD  SCHWARZENEGGER 
'95:  $22  million  '96:  $52  million  Total:  $74  million 

In  Eraser,  Arnold  takes  down  a  jet  plane  with  a  handgun 
while  dangling  from  a  parachute.  His  role  in  the  new 
Christmas  comedy  Jingle  All  the  Way  won't  be  nearly  as 
exciting,  but  it's  just  as  profitable,  bringing  him  a  rock-solid 
$20  million — plus  a  cut  of  the  gross. 


'95:  $43  million  '96:  $32  million  Total:  $75 million 

"The  Eagles  aren't  just  a  band,  they're  an  industry,"  says 
manager  Irving  Azoff.  Bitterly  split  apart  16  years  ago,  the 
Eagles  reunited  in  1994  as  part  of  the  wave  of  retread  rock 
groups  that  are  raking  in  profits  with  warmed-over  acts  (see 
story,  p.  156). 

3  DAVID  COPPERFIELD 

'95:  $52  million  '96:  $22  million  Total:  $74 million 

The  grand  illusionist  lands  another  top  ten  spot  this  year 
with  his  greatest  trick:  making  money  disappear  from  fans' 
pockets.  He  cashed  in  big  in  1995  with  a  groundbreaking 
tour  of  Germany  that  cost  up  to  $150  a  seat.  His  U.S.  tour 
this  year  sold  tickets  at  one-third  the  price. 


JIM  CARREY 

'95:  $29  million  '96:  $34  million  Total:  $63  million 

After  his  dark  role  as  The  Cable  Guy  took  a  big  hit  from  crit- 
ics, some  in  Tinseltown  are  already  talking  about  the  end. 
Don't  count  on  it.  Carrey  gets  $20  million  for  the  upcom- 
ing Liar,  Liar  and  will  add  to  that  a  slightly  smaller  payday 
for  his  next  film,  The  Truman  Show. 

JERRY  SEINFELD 
'95:  $31  million  '96:  $28  million  Total:  $59  million 

The  huge  success  of  Seinfeld,  a  struggling  show  six  years 
ago,  has  helped  create  a  slew  of  programs  centered  on 
stand-up  comics  (see  story,  p.  182).  NBC  reportedly  pays  him 
$1  million  for  every  episode,  each  of  which  brings  the  net- 
work triple  that  in  prime  time. 


yj  MICHAEL  CRICHTON 

'95:  $22  million  '96:  $37  million  Total:  $59  million 

The  first  writer  to  make  it  to  the  top  ten,  Crichton  has  the 
blockbuster  film  Twister,  the  hit  TV  series  ER  and  the 
upcoming  novel  Air  Frame  all  to  his  credit.  Next  year  look 
for  a  lucrative  piece  of  the  Jurassic  Park  sequel  The  Lost 
World  to  boost  him  even  higher. 

0  STEPHEN  KING 

'95:  $22  million  '96:  $34  million  Total:  $56  million 

No  writer's  block  here:  This  year  King  published  a  six-part 
series  of  paperbacks.  Two  more  books  come  out  this  fall — 
one  under  his  own  name,  one  under  his  nom  de  plume, 
Richard  Bachman.  "He  doesn't  want  to  confuse  con- 
sumers," says  agent  Arthur  Greene.  Who's  confused? 


GARTH  BROOKS 

'95:  $22  million  '96:  $29  million  Total:  $51  million 

Purists  argue  he's  no  Merle  Haggard,  but  you  can't  argue 
with  success.  Brooks'  commercial  approach  sells  not  only 
concert  tickets  but  also  CDs — 42  million  of  them  since  1991, 
according  to  SoundScan.  Country  music  may  be  losing  some 
appeal,  but  Brooks  clearly  isn't. 


TOM  HANKS 

'95:  $36  million  '96:  $14  million  Total:  $50  million 

Life  for  Forrest  Gump  has  been  less  lucrative  this  year.  Hanks 
pulled  down  a  slim  $1  million  for  writing,  directing  and  act- 
ing in  That  Thing  You  Do,  down  from  some  $35  million 
Forbes  figures  he'll  get  for  Apollo  13.  But  he's  opting  for  a  big 
chunk  of  the  box  office  for  his  next  film,  Saving  Private  Ryan. 


|£J  ANDREW  LLOYD  WEBBER 

'95:  $24  million  '96:  $26  million  Total:  $50  million 

No  sign  of  slowdown  here.  Phantom  of  the  Opera  is  ten 
years  old  this  year;  Evita  is  coming  out  as  a  movie  starring 
Madonna;  there  is  a  new  version  of  Jesus  Christ  Superstar 
in  England;  and  Sunset  Boulevard  is  finding  new  homes  in 
Germany,  Canada  and  Australia. 

B3  SIEGFRIED  &  ROY 

'95:  $23  million  '96:  $25  million  Total:  $48  million 

The  Teutonic  tricksters  carouse  onstage  with  white  tigers 
and  white  lions,  and  their  fans  eat  it  up.  Their  illusion  show 
in  Las  Vegas  grossed  $60  million  last  year.  An  animated  TV 
show  may  soon  be  syndicated.  Their  fee  just  for  showing 
up  to  open  a  German  theme  park:  $2  million. 


U.S.  Trust  can  put  you  on  course 
for  a  successful  retirement. 


A  should  come  as  no  surprise  that  a  successful  retirement,  like  a  successful  career,  is  more 
likely  the  result  of  careful  planning  than  of  happenstance.  As  one  of  America's  most  experienced 
asset  management  firms,  U.S.  Trust  possesses  unsurpassed  retirement  planning  savvy. 

Once  our  experts  know  your  retirement  income  goals,  they  can  customize  an  investment 
management  program  to  help  you  achieve  them.  Among  other  things,  we  will  specify  how 
to  invest  your  assets  both  before  and  during  retirement  to  maintain  the  lifestyle  you  desire. 

Importantly,  as  the  economic  environment  or  your  goals  change,  our  specialists  can  advise 
you  on  making  essential  mid-course  alterations.  For  more  information  about  the  depth  and 
breadth  of  our  retirement  planning  expertise,  please  contact  Richard  E.  Foley,  Senior  Vice 
President,  at  1-800-U.S.  TRUST. 


US 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK  BOCA  RATON  COSTA  MESA  DALLAS  GREENWICH  LOS  ANGELES  NAPLES  PALM  BEACH  PORTLAND  PRINCETON  STAMFORD  WASHINGTON  D.C.  WEST  HARTFORD  GRAND  CAYMAN 


CRUISE 

'95:  $19  million  '96:  $27  million  Total:  $46  million 

This  summer's  blockbuster  Mission:  Impossible  will  earn 
Viacom's  Paramount  Pictures  up  to  $100  million,  while 
Cruise  could  take  home  up  to  $60  million  from  his  lucra- 
tive participation  deal.  Look  for  Sumner  Redstone  to  flog 
the  studio  chiefs  to  produce  a  sequel. 

CLINT  EASTWOOD 
'95:  $18  million  '96:  $26  million  Total:  $44  million 

He  cried  as  an  aging  Secret  Service  agent  in  In  the  Line  of 
Fire  and  played  an  even  more  sensitive  role  in  The  Bridges 
of  Madison  County.  The  fans  loved  it.  But  his  next  film, 
Absolute  Power,  is  more  of  the  old  Clint:  a  story  about  mur- 
der and  the  excess  of  ego. 


HARRISON  FORD 
'95:  $19  million  '96:  $25  million  Total:  $44  million 

One  of  the  few  who  can  command  a  $20  million  acting 
salary.  His  Sabrina  remake  was  disappointing,  but  his  next 
action  film,  The  Devil's  Own,  is  a  better  bet.  As  is  the  fol- 
lowing project,  an  action  movie  in  which  he  plays  the  U.S. 
President.  He  could  easily  return  to  the  top  ten  next  year. 

UJ  R.E.M. 

'95:  $24  million  '96:  $20  million  Total:  $44  million 

The  band  signed  a  new  deal  this  year  that  has  brought  it  a 
healthy  upfront  bonus  and  a  guaranteed  home  for  its  next 
five  albums.  KE.M.'s  North  American  tour  last  year  was 
beset  with  troubles  but  still  grossed  $39  million,  and  its 
last  album  sold  6  million  copies. 


September  23,  1996 


A  5"  DVD  CAN  TRANSFORM  YOUR  HOME  INTO  A  MOVIE  THEATER, 
A  CONCERT  HALL,  A  VIDEO  ARCADE  OR  A  LIBRARY. 


Games 


Software 


TOSHIBA 

Innovation.  At  Toshiba,  it's  the  word 
we  live  by.  It's  also  how  we've 
approached  multimedia  technology 
from  the  beginning.  This  view  has 
enabled  us  to  create  a  range  of 
exciting  products  that  once  existed 
only  in  the  imagination.  We're  proud 
to  have  started  a  revolution  that  will 
help  bring  Hollywood  and  Silicon 
Valley  together.  But  it's  only  just  begun. 
Get  ready  for  the  ride  of  your  life. 


Dolby*  is  a  registered  trademark 

of  Dolby  Laboratories  Licensing  Corporation 


TECHNOLOGY  SETS  THE 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


STANDARD. 

Since  the  first  silent  celluloid  hero 
rode  a  flickering  beam  of  light 
through  a  darkened  theater,  the 
medium  has  been  evolving  to 
this.  At  about  7  times  the  capacity 
of  a  CD,  DVD's  4.7  gigabytes 
deliver  feature-length  films  in 
unbelievable  digital  clarity.  Dolby® 
Digital  (5.1)  surround  sound. 
A  choice  of  8  language  options 
and  32  subtitles.  Three  aspect 
ratios.  Parental  lockout.  Random 
search.  And  no  rewinding.  Fasten 
your  seat  belt.  The  show's  about 
to  start.  Call  1.800.631.3811. 


Toshiba  Multimedia 


SYLVESTER  STALLONE 
'95:  $34  million  '96:  $10  million  Total:  $44  million 

Sagging  a  bit  from  last  year,  Stallone  hasn't  started  cashing  in 
on  the  deal  he  signed  with  mca's  Universal  Pictures  that  pays 
him  $20  million  for  each  of  his  three  upcoming  MCA  pic- 
tures. Assassins,  his  recent  box  office  disappointment,  grossed 
$30  million  in  die  U.S.  His  next  role:  the  art  film  Copland. 

U  ROBIN  WILLIAMS 

'95:  $15  million  '96:  $27  million  Total:  $42  million 

After  the  success  of  Mrs.  Doubtfire,  Jumanji  and  The 
Birdcage,  Williams  has  secured  his  place  as  one  of  the  most 
bankable  Hollywood  stars.  Nothing  funny  about  that — and 
a  long  way  from  his  days  as  Mork  from  Ork  and  the  manic 
stand-up  comedy  routines  he  once  did  for  a  living. 


JOHN  GRISHAM 

'95:  $13  million  '96:  $30  million  Total:  $43  million 

Grisham  recently  became  the  highest-paid  author  in 
Hollywood,  snagging  $8  million  for  the  film  rights  to  his 
novel  Runaway  Jury.  Yes,  you  guessed  it,  another  one  of 
Hollywood's  glossy,  overly  dramatic  legal  thrillers.  Hey, 
why  mess  with  a  good  thing? 

3  ROBERT  ZEMECKIS 
'95:  $32  million  '96:  $10  million  Total:  $42  million 

Back  to  the  Future  was  good,  but  Forrest  Gump  was  a  real 
bonanza.  Zemeckis  is  now  solidly  among  the  ranks  of 
moviedom's  top  directors  and  among  its  highest  paid.  His 
next  directing  effort:  Contact,  for  Warner  Bros.,  starring 
Matthew  McConaughey  and  Jodie  Foster. 


HERE  'N  LOS  ANGELES,  IMPORTS  ARE  UP. 
EXPORTS  ARE  UP.  AND  EMPLOYMENT  IS  UP. 


Start  your  business  in  Los  Angeles,  and  ride  the  wave 
of  economic  growth  straight  to  the  bank.  Our  recent 
increases  in  foreign  trade  have  helped 
create  nearly  61 ,000  new  jobs.  New 
jobs  mean  more  workers.  And  more 
workers  mean  bigger  spending.  All  the 


signs  of  a  healthy  local  economy.  To  find  out  how 
your  business  can  take  advantage  of  such  an  inviting 
climate,  call  1 -800-7-LA-FACT.  You'll  learn  how  to  get 
help  with  things  like  site  selection,  financing  and  job 
training  -  just  what  you  need  to  start  or  expand  your 
business  in  the  welcoming  confines  of  paradise. 


Telefax  wSwfo  ttf;  U>sA*j*k, 


©1996  New  Los  Angeles  Marketing  Partnership 


ROSEANNE 
'95:  $19  million  '96:  $21  million  Total:  $40  million 

ABC's  Roseanne  may  be  slipping  in  ratings,  but  it  still  ranks 
among  the  top  draws  in  television.  Discovered  in  a  night- 
club doing  stand-up  comedy  almost  1 1  years  ago,  the  rude 
comic  will  collect  a  large  cut  of  the  program's  initial  syndi- 
cation sales  (see  story,  p.  182). 

_  BRUCE  WILLIS 
'95:  $16  million  '96:  $20  million  Total:  $36  million 

Solid  roles  in  Pulp  Fiction  and  12  Monkeys  aside,  Willis 
makes  his  fortune  from  gunslinging,  with  Forbes  estimat- 
ing almost  $20  million  coming  from  participation  profits 
on  Die  Hard  with  a  Vengeance  and  nearly  all  the  rest  com- 
ing from  his  role  as  a  gangster  in  Last  Man  Standing. 


MICHAEL  DOUGLAS 

'95:  $20  million  '96:  $20  million  Total:  $40  million 

Never  mind  that  nobody  much  cared  about  The  American 
President.  Douglas  is  still  one  of  the  biggest  box  office 
draws  and  one  of  the  best  producers.  His  next  film,  The 
Ghost  and  the  Darkness,  may  help  him  reclaim  the  box 
office  power  he  had  with  1994's  Disclosure. 

0  LUCIANO  PAVAROTTI 

'95:  $11  million  '96:  $25  million  Total:  $36  million 

Without  a  doubt  the  world's  most  marketable  voice, 
Pavarotti  boosts  his  normally  hefty  intake  with  a  run  as  one 
of  the  "Three  Tenors"  (Forbes,  July  1).  Add  some  $10 
million  for  that  to  his  record  sales  and  solo  gigs,  and  it 
amounts  to  a  lot  of  pasta. 


L 
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The  double  chronograph  from  IWC. 
The  double  chronograph  from  IWC. 

Ref.  3711  The  Doppelchronograph,  suggested  retail 
price:  18-karat  gold  $21,995,  stainless  steel  $  9,995 


IWC 


For  complete  catalog  please  call  (800)  432-9330 


KISS 

'95:  $8  million  '96:  $27  million  Total:  $35  million 

After  a  17-year  hiatus,  bandleader  Gene  Simmons  and  part- 
ner Paul  Stanley  reunited  their  aging  former  colleagues  and 
dragged  their  blood-spitting,  fire-breathing  rock  'n'  roll  cir- 
cus back  on  tour.  As  Kiss  and  other  groups  are  proving,  old 
is  new  as  never  before  (see  story,  p.  156). 

BILL  COSBY 
'95:  $15  million  '96:  $18  million  Total:  $33  million 

The  original  Cosby  Show  is  still  a  big  seller,  having  taken 
in  more  than  $1  billion  in  syndication  revenue.  Now 
Cosby's  earning  a  hefty  salary  per  episode  for  his  new 
television  show,  Cosby,  from  CBS,  which  has  guaranteed 
44  episodes. 


LLi  CHARLES  SCHULZ 

'95:  $18  million  '96:  $15  million  Total:  $33  million 

"Peanuts"  royalty  payments  dipped  a  bit  for  Schulz  this 
year.  But  "Peanuts"  remains  one  of  the  most  comforting 
security  blankets  in  the  Scripps  Howard  licensing  roster. 
Schulz  got  a  chunk  of  that  company's  $33  million  in  royal- 
ty payments  last  year. 

3  JOHN  TRAVOLTA 

'95:  $11  million  '96:  $22  million  Total:  $33  million 

Saturday  Night  Fever  made  him  a  movie  star  in  1977, 
but  his  role  as  a  slimy  thug  in  Pulp  Fiction  gave  him  a 
huge  boost  in  salary  power.  He  was  offered  $17  million 
for  a  movie  called  The  Double,  but  settled  for  $11  million 
to  do  Michael  instead. 


MARIAH  CAREY 

'95:  $8  million  '96:  $24  million  Total:  $32  million 

She  may  be  the  boss'  wife  at  Sony  Music  Entertainment, 
but  to  fans  Mrs.  Thomas  D.  Mottola  is  simply  one  of  the 
hottest  singers  on  the  planet.  Carey  is  the  second- highest- 
selling  artist  in  the  U.S.,  behind  Garth  Brooks,  according 
to  SoundScan,  with  26  million  CDs  sold  since  1991. 

KEVIN  COSTNER 

'95:  $9  million  '96:  $22  million  Total:  $31  million 

Waterworld  wasn't  quite  the  disaster  for  him  or  Universal 
Pictures  everyone  said  it  was.  But  Costner  gave  up  a  chunk  of 
his  usual  deal  to  get  the  near  $175  million  (cost)  film  made. 
That  held  him  back  this  year.  Positive  reviews  for  Tin  Cup,  and 
the  $15  million  he  was  paid  to  do  it,  will  help  him  recoup. 


TOM  CLANCY 

'95:  $15  million  '96:  $16  million  Total:  $31  million 

In  his  1994  novel  Debt  of  Honor,  an  angry  Japanese  pilot 
wipes  out  the  government  with  a  747  flown  into  the 
Capitol  Building.  Then  in  this  year's  follow-up  novel, 
Executive  Orders,  dapper  hero  Jack  Ryan  takes  over  the 
presidency. 

23  DENZEL  WASHINGTON 
'95:  $10  million  '96:  $20  million  Total:  $30  million 

With  rap  groups  and  the  movie  press  raving  about  his 
handsome  face,  Washington  hit  success  with  Twentieth 
Century  Fox's  Courage  Under  Fire.  He  also  snagged  a  fat 
$12  million  payday  for  Fallen,  a  thriller  due  out  next  year. 
A  man  on  a  roll  with  an  agent  who  knows  when  to  push. 


DAVID  LETTERMAN 

'95:  $14  million  '96:  $14  million  Total:  $28  million 

Jay  Leno  is  giving  the  New  Yorker  a  good  fight  for  the  top 
rank  in  late-night  TV,  but  Dave's  fat  contract  from  CBS  keeps 
him  in  better  suits.  His  production  company,  Worldwide 
Pants,  is  also  working  hard,  with  a  new  program,  Everybody 
Loves  Raymond,  a  situation  comedy  hitting  CBS  this  fall. 

JJ  MEL  GIBSON 

'95:  $11  million  '96:  $17  million  Total:  $28  million 

The  audience  loves  to  see  him  as  the  good-hearted  hero 
doing  battle  with  one-dimensional  bad  guys,  playing  a  vari- 
ation of  the  Braveheart  theme.  He's  taking  home  nearly  a 
$20  million  paycheck  for  Ransom,  and  he  doesn't  have  to 
wear  that  silly  blue  paint  on  his  face. 


METALLICA 

'95:  $14  million  '96:  $14  million  Total:  $28  million 

Seeing  this  band  live  is  like  sticking  your  head  in  a  cannon 
just  before  it  fires.  Machine  gun  melodies  and  gothic  bal- 
lads are  a  winner  with  the  kids.  Everything  the  band  has 
ever  released  has  been  glued  to  one  Billboard  chart  or 
another  since  hitting  the  market. 

23  SANDRA  BULLOCK 

'95:  $10  million  '96:  $15  million  Total:  $25  million 

A  surprise  entry  this  year,  Bullock,  for  the  sequel  to  Speed, 
matched  Top  40  dropoff  Demi  Moore's  $12.5  million 
Striptease  salary.  Sorry,  Demi,  but  momentum  is  momen- 
tum after  all.  Bullock's  roles  in  A  Time  to  Kill  and  In  Love 
and  War  are  accounted  for  here  as  well. 


ANOTHER   INVESTOR'S  ADVANTAGE: 


Ten  years  of 
beating  the  S&P. 

No  load. 


The  Strategist  Growth  Fund  from  American  Express 


Average  Annual  Total  Returns  (As  of  6/30/96)* 
1  Year  5  Year  10  Year 

291%  y)2%  14.1 

Standard  &  Poor  s  500  Index 
26.0%  15.7%  13.8% 


C 


100%  No-load 


The  Strategist  Growth  Fund  from 
American  Express  Financial  Direct  has 
outperformed  the  Standard  &  Poor's 
00  Index  over  the  past  1-,  5-  and  10-year  periods  on  an  average 
innual  total  return  basis.  Of  course,  past  performance  is  no  guar- 
intee  of  future  results. 

rou  can  get  started  with  as  little  as  $2,000.  Licensed  financial 
onsultants  are  ready  to  discuss  the  wide  range  of  financial 
>roducts  from  American  Express  designed  to  meet  a  variety  of 
nvestment  goals.  Whatever  you  request,  you'll  receive  the  excep- 
ional  service  you  expect  from  American  Express. 


Financial 
Direct 


For  a  Strategist  Growth  Fund  prospectus 
— with  no  load  or  transaction  fee,  call 

1800AXP-2011 

2  9  7  -  2  0   1  1 


Average  annual  total  returns  are  for  the  periods  ending  6/30/96,  and  include  changes  in  principal  value,  reinvested  dividends  and  capital  gains  distributions.  Investment 
eturn  and  principal  value  will  van  and  shares  nut)'  he  worth  more  or  less  at  redemption  limn  at  original  purchase.  Strategist  Growth  Fund  invests  its  assets  in  Growth 
Portfolio  of  Growth  Trust.  The  Portfolio's  predecessor  fund,  IDS  Growth  Fund,  luis  been  in  existence  since  March  1972.  Ttie  performance  shown  is  based  in  part  on  the 
listorical  performance  of  the  predecessor  fund,  which  also  invests  its  assets  in  Growth  Portfolio.  Tlte  performance  shomi  represents  performance  of  the  predecessor  fund  prior 
o  3/20/9S  and  oj  the  predecessor  funds 
Teen  adjusted  for  any  difference  betweer 

>6*P  500  Index  may  not  necessarily  Ik  llie  same  as  those  in  which  the  funds  portfo\ 
rademark  of  the  McGraw-Hill  Companies,  Inc.  For  more  complete  information,  including  charges  and  expenses,  please  call  for  a  prospectus.  Read  it  carefully  before  you 
nvest  or  send  money.  American  Express  Service  Corporation,  Distributor. 


The  pop  singer  who  used  to  go  by  the  name  of  Prince 
tells  of  his  plans  for  life  after  Warner  Bros. 

Prince  speaks 

By  Joshua  Levine 


Sitting  on  the  floor  of  his  pastel- 
colored  recording  studio  near  Min- 
neapolis, the  pop  singer  formerly 
known  as  Prince — he  now  wants  to  be 
known  simply  as  The  Artist — spins  a 
newly  minted  demo  track  from  an 
upcoming  album.  It's  a  thick  fog  of 
organ  chords,  electronic  drums,  the 
singer's  own  moaning  falsetto  and, 
recorded  in  utero,  the  heartbeat  of  die 
baby  his  new  wife  will  deliver  in 
November. 

Love  it,  ignore  it  or  hate  it,  the 
elfin  rock  star  has  sold  close  to  100 
million  records  for  the  Warner  Bros, 
label  in  the  past  20  years.  Come 
November,  his  Warner  Bros,  contract 
settled,  he  will  be  out  on  his  own — 
no  link-up  with  any  big  label.  It's 
something  no  pop  star  of  his  stature 
has  done  on  this  scale. 

Late  last  month  the  musician- 
turned-business-mogul  outlined  for 
Forbes  his  recording  and  marketing 
plans.  They  are  nothing  if  not  ambi- 
tious. He  wants  to  flood  the  market 
with  his  work.  That's  something 
Warner  would  never  let  him  do,  and  it 
was  this  issue  that  helped  trigger  the 
split.  The  disagreements  got  pretty 
bitter.  While  carrying  out  his  last  few 
remaining  obligations  to  Warner,  he 
always  has  the  word  "slave"  scrawled 
on  his  cheek.  Says  an  ex-Warner  exec- 
utive: "Despite  his  brilliance,  one 
record  after  another  causes  burnout." 

If  so,  then  it's  burn,  baby,  burn,  die 
singer  retorts.  "My  music  wants  to  do 
what  it  wants  to  do,  and  I  just  want  to 
get  out  of  its  way,"  he  says.  "I  want 
the  biggest  shelf  in  the  record  store — 
the  most  tides.  I  know  they're  not  all 
going  to  sell,  butT  know  somebody's 
going  to  buy  at  least  one  of  each." 
With  the  marketing  shackles  off,  his 
fans  can  expect  what  the  poet  Shelley 
called  "profuse  strains  of  unpremedi- 
tated art." 

Already  stored  in  his  studio  vaults 
are  literally  tens  of  thousands  of  hours 
of  music,  including  an  unreleased 


album  he  made  with  legendary  jazz 
trumpeter  Miles  Davis.  The  first  inde- 
pendent release  will  be  a  3-CD,  36- 
song  set  called  Emancipation.  It  will 
probably  sell  for  between  $36  and 
$40.  Pretty  stiff?  He's  not  modest.  "I 
polled  kids  on  the  Internet,  and  no 
one  said  they  would  pay  less  than  $50 
for  a  new  3-CD  set,"  he  says. 


Neither  Prince  nor  slave 

Going  it  alone  outside  the  system. 

When  the  musician  talks  about 
being  independent,  he  means  inde- 
pendent. He  plays  all  the  instru- 
ments— except  horns  and  tam- 
bourine— on  Emancipation.  He's  also 
considering  pressing  his  own  records 


180 


Forbes  ■  September  23,  1996 


Paisley  Park  studio 
"My  music 
wants  to  do 
what  it  wants 
to  do." 


and  handling  his  own  distribu- 
tion. With  no  percentages  to 
pay  distributors,  he  figures  he 
could  net  as  much  as  $21  on  the 
3-CD  set — a  45%  margin  on 
retail  price.  Why  let  the  middle- 
men make  so  much  money? 

Londell  McMillan  is  a  lawyer 
with  the  firm  of  Gold,  Farrell  & 
Marks,  who  represented  the 
musician  in  the  breakup  with 
Warner  Bros.  "You  see  what's 
going  on  in  the  industry,"  says 
the  New  York  City-based  show- 
biz attorney,  "and  you  have  to 
ask  yourself,  is  this  artist  the 
kind  of  mercurial  crazy  some 
people  say,  or  is  he  the  wise  one 
who  understands  where  he  fits 
at  the  start  of  a  new  century?" 

By  this  time  next  year  the 
answer  may  be  in.  Plans  are  for 
a  worldwide  tour  to  support 
Emancipation  in  1997,  worth  as 
much  as  $45  million  in  ticket 
sales — and,  of  course,  he'll  sell 
albums  at  his  concerts.  "Maybe 
we  could  put  a  sampler  on  every 
seat,"  he  says  with  a  sly  grin. 
"Or  give  them  the  whole  thing, 
and  build  it  into  the  ticket 
price." 

Then  there's  the  1-800-New- 
Funk  direct-selling  hotline, 
which  gets  some  7,000  calls  a  month, 
for  clothing  and  related  merchandise. 
Will  Emancipation  also  be  sold  direct 
via  phone?  "You  bet,"  he  says. 

The  go-it-alone  strategy  got  a  test- 
run  in  1994  with  a  single  called  "The 
Most  Beautiful  Girl  in  the  World"  and 
an  accompanying  seven-song  sampler 
released  independently.  The  single 


sold  a  million  units  just  in  the  U.S., 
but  the  economics  of  selling  a  $1.85 
(wholesale)  single  virtually  insured 
that  it  couldn't  make  money.  Still,  the 
man  who  branded  himself  a  slave  liked 


his  first  taste  of  freedom.  He  figured 
that  with  a  bigger-ticket  item  he  could 
pull  it  off.  "I  was  number  one  in 
countries  like  Spain  and  the  U.K. 
where  I  never  had  a  number  one 
single  before,"  he  says  of  his  earlier 
marketing  effort. 

Al  Bell,  who  used  to  own  Stax 
Records,  now  owns  Bellmark  Records, 
which  distributed  "The  Most  Beauti- 
ful Girl."  But  there's  a  difference.  At  a 
full  three  hours,  there's  a  heaping 
helping  of  music.  "I  don't  recall  seeing 
anything  like  this  before,  but  I  would 
not  bet  against  it,"  says  Bell.  "All  bets 
are  off  on  normalcy  here." 

Big-label  insiders  naturally  take  a 
more  skeptical  view.  "He's  got  a  real 
strong  ego,  but  if  he  takes  all  this  on 
himself,  it's  going  to  be  difficult,"  says 
a  former  Warner  Bros,  executive. 
"Too  many  hats  to  wear.  Something 
has  to  give."  They  hope.  H 


A  role 
model  for 
Prince 


Ani  DiFranco,  from  Buf- 
falo, N.Y.,  who's  done 
everything  from  catering 
to  painting  houses,  proves 
you  can  beat  the  system  in 
the  record  business.  "I  love 
Ani  DiFranco,"  says  the 
performer  who  used  to  be 
called  Prince.  "She's 
making  $4  a  record  and 
the  superstars  are  making 
$2,  so  who's  got  the  better 
deal?" 

DiFranco,  26,  has  been 
strumming  her  own  nasty 
anthems  of  crummy 
romance  and  adolescent 
rage  ever  since  she  was  14 
years  old.  Since  the  record 
labels  were  uninterested, 
she  began  peddling  her 
own  stuff.  In  1990  she 
founded  Righteous  Babe 
Records,  and  last  year  it 
released  her  eighth  album, 
called  Dilate.  It  costs 
Righteous  Babe  $1.85  to 
press  a  disk,  and  overhead 
brings  the  total  cost  to 
around  $3.85.  She  sells 
about  two-thirds  of  her 
output  to  record  stores  at 
$7.25  wholesale;  the  rest 
direct  at  $15.  Average  net: 
$4.25.  A  rock  musician  of 


DiFranco's  stature  typically 
nets  $1.25  an  album. 

Scot  Fisher  met  DiFran- 
co when  he  was  working  as 
a  carpenter  and  ended  up 
taking  the  cover  photo  for 
her  first  album.  After  a 
stint  in  law  school,  he 
started  working  as  her 
manager — "It  meant  bal- 
ancing her  checkbook" — 
and  is  now  president  of 
Righteous  Babe. 

DiFranco  tours  con- 
stantly, selling  records  as 
she  goes.  The  trickle  of 
sales  has  slowly  built  itself 
up  into  a  database  of 
35,000  people  who  get 
announcements  of  upcom- 
ing album  releases. 

Big  business?  Hardly.  In 
1993  sales  came  to 
$75,000.  Expenses: 
$74,000.  But  the  latest 
album,  released  in  May, 
has  already  sold  160,000 
units.  Counting  back  sales 
from  the  catalog,  Righ- 
teous Babe  has  already  sold 
260,000  units  in  1996. 
"That's  enough  for  a 
couple  of  people  to  quit 
their  day  jobs,"  says  Scot 
Fisher.  -J.L.  WM 


Forbes  ■  September  23,  1996 


181 


Dig  out  those  old  joke  books  from  the  attic — 
there's  never  been  a  more  lucrative  time  to  be  funny. 

Comedy  cash-in 


By  Robert  La  Franco 

"In  show  business,  if  you're  working 
it's  a  good  thing.  If  you're  not  work- 
ing it's  a  bad  thing.  Just  the  reverse 
of  normal  jobs,"  says  Jerry  Seinfeld. 

Seinfeld  is  definitely  working  quite 
a  bit  these  days.  Number  11  on  our 
Top  40  List,  with  $59  million 
in  earnings  over  the  past  two 
years,  he  has  been  crucial  in 
making  comedy  big  money 
again. 

"One  good  comedy  show 
can  build  an  entire  evening  of 
strong  ratings  for  a  network 
and  has  very  long  legs  after 
that,"  explains  David  Westin, 
president  of  ABC  Television 
Network,  which  has  the 
comedy  hits  Roseanne,  Home 
Improvement  and  Ellen.  "That 
puts  a  star  in  a  very  strong 
position." 

A  top  club  comedian  can  still 
make  about  $500,000  a  year  as 
a  live  performer.  But  that's  a 
hard,  grinding  way  to  make  a 
buck.  Now  networks  are  bid- 
ding up  for  new  talent,  hoping 
to  find  the  next  Seinfeld.  Thus 
first-time  sitcom  star  Raymond 
Romano,  for  example,  might 
command  up  to  $32,000  an 
episode  for  his  hoped-for  22- 
week  run  of  CBS'  Everybody 
Loves  Raymond,  starting  this 
fall.  For  that  work  he  will  earn 
more  than  he  could  from  a  full  year 
of  personal  appearances. 

Comedies  are  relatively  cheap  to 
make  and  can  bring  huge  returns. 
Seinfeld,  Friends  and  Roseanne  cost 
about  $1  million  an  episode,  and  a 
similar  show  in  its  first  season  may 
cost  about  $650,000.  But  they  can 
pull  in  two  to  three  times  that 
amount  in  ad  revenues.  And  in  syndi- 
cation they  can  sell  for  between  $3 
million  and  $4  million  per  episode. 
Contrast  those  costs  with  er,  the 


number  one  show  in  the  country  last 
season,  er  costs  about  $1  million  to 
$1.5  million  per  episode  to  make, 
and  has  sold  for  about  $1.2  million 
an  episode  in  syndication.  Dramas 
usually  sell  for  less  than  comedies 


Corned 
Years 


ian  Jerry  Seinfeld 

of  toiling  in  the  clubs  is  paying  off  big  time 


because  they  don't  fit  as  well  into  the 
crucial  6  p.m.-to-8  p.m.  time  slot, 
which  helps  link  the  local  news  to 
prime  time. 

To  emphasize  the  importance  of 
laughs,  Twentieth  Century  Fox  Tele- 
vision split  its  development  house 
into  drama  and  comedy  divisions. 
Now  they  have  full-time  teams  con- 
centrating on  the  funny  stuff.  At 
DreamWorks  (Forbes,  July  29)  about 
60%  to  75%  of  the  television  output 
will  be  comedy  shows. 


The  writers  are  raking  it  in,  too. 
Five  years  ago  a  top  TV  comedy  writer 
made  about  $1  million  a  year.  By 
mid- 1995  it  was  more  like  $4  million 
a  year,  with  a  five-year  contract 
attached.  Fox  spent  as  much  as  $50 
million  in  October  to  hire 
seven  top  writer-producers, 
including  Danny  Jacobson 
from  Mad  About  You  and 
Chuck  Lorre  from  Cybill. 
Those  two  are  now  holed  up 
on  the  Fox  lot,  with  all  eyes 
waiting  to  see  what  their 
roughly  $15  million  apiece 
salaries  will  inspire. 

Peter  Tolan,  a  former 
Murphy  Brown  writer,  is  now  at 
Walt  Disney  working  on  a  new 
rw'A  CBS  program  called  Style  and 
Substance.  His  salary  jumped 
more  than  250%,  to  a  two-year 
$8  million  deal,  when  he  rene- 
gotiated last  October — seven 
months  early.  Says  Tolan:  "My 
agent  smartly  re-upped  during 
a  feeding  frenzy." 

The  frenzy  rages  on,  partic- 
ularly for  those  at  the  top.  In 
1993  Jerry  Seinfeld  got  a  $1.5 
million  advance  for  a  book  of 
his  observations  on  life  called 
SeinLanguage.  It  has  sold 
more  than  2.5  million  copies. 
Topping  that:  Whoopi  Gold- 
berg, who  recently  got  a  $6 
million  advance  for  her  own,  so  far 
untitled,  "observations"  work. 

Then  there  are  Jeff  Foxworthy's 
two  successful  comedy  CDs,  and  the 
$2  million  and  $3  million  deals  that 
Tim  Allen  of  Home  Improvement  and 
Frasier  star  Kelsey  Grammer  are  get- 
ting for  comedy  movie  roles. 

"It's  a  true  free  market  system," 
exults  Daniel  Strone.  The  William 
Morris  book  agent  behind  many  of 
the  top  comic  deals,  Strone  is  exult- 
ing all  the  way  to  the  bank.  WM 
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We  insure  the  largest  collection  of  collectors  in  the  world. 


Whatever  the  collection — photographs,  fine  art,  antique  guns,  wines,  coins  and  stamps,  toys  and 
oils,  or  memorabilia — more  likely  than  not,  it's  insured  by  Chubb.  Private  collectors  who  value  their 
ollections  know  the  value  of  coverage  from  Chubb. 

Our  knowledge  of  art,  antiques,  and  collectibles  goes  back  over  a  hundred  years.  Our  swift  and  fair 
ssponse  to  a  claim  is  a  matter  of  record.  And  our  financial  strength  offers  priceless  peace  of  mind.  If 
ou  have  a  valuable  collection,  ask  your  agent  or  broker  for  the  one  piece  that  will  make  it  complete: 
isurance  from  Chubb.  For  a  free  video  on  protecting  collections,  call  1-800-CHUBB  08. 


nsure  your  world  with  Chubb      ■  ■ 

ir  promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Croup  of  Insurance  Companies  who  issue  coverage, 
his  ail  is  descriptive  only.  The  precise  coverage  afforded  is  subject  to  the  terms,  conditions,  and  exclusions  of  the  policies  as 
sued.  Chubb  Group  of  Insurance  Companies,  Warren,  NJ,  Photographs  from  the  collection  of  Keith  de  Lellis,  New  York. 
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Madonna  is  cool,  but  Alanis  Morissette  is  hot. 

That's  why  Madonna  has  Maverick  Records,  the  hottest  little  label  going. 

Madonna's  hedge 


By  Robert  La  Franco 

Lunching  at  West  Hollywood's 
Cicada  restaurant  a  few  months  ago, 
Frederick  (Freddy)  DeMann,  57, 
Madonna's  manager,  was  called  away 
from  the  table.  The  boss  was  on  the 
line.  On  location  in  Buenos  Aires 
filming  Evita,  Madonna  didn't  like 


the  security  guard  the  movie  studio 
had  sent  to  protect  her  from  the 
crowds.  DeMann  looked  troubled.  A 
30-minute  diatribe  followed.  Stand- 
ing the  whole  time,  head  bowed,  he 
chewed  on  a  toothpick,  mostly  listen- 
ing. He  smoothed  her  feathers — the 


security  guard  got  to  keep  his  job.  All 
in  a  day's  work  when  the  boss  is  an 
egomaniac. 

But  then  the  lady  has  a  lot  to  be 
touchy  about  these  days.  Her  most 
recent  album  of  new  recordings,  Bed- 
time Stories,  sold  just  2  million  copies 
in  the  U.S.,  according  to 
|  SoundScan.  By  contrast, 
>  Madonna's  1984  album, 
1  Like  A  Virgin,  has  sold 
z  almost  10  million. 

Fortunately,  though  it's 
no  balm  to  her  ego,  Madon- 
na has  diversified.  Since 

1992  DeMann's  been  pick- 
ing up  the  slack  in  Madon- 
na's record  sales  with  Maver- 
ick Records,  a  joint  venture 
label  funded  by  Time 
Warner.  Once  considered 
another  ill-fated  vanity  proj- 
ect for  a  pampered  superstar, 
Madonna's  Maverick  is  now 
one  of  the  hottest  little  labels 
in  the  business. 

Maverick  hit  big  with  a 

1993  release,  Candlebox 
(heavy  rock  music  by  the 
band  of  the  same  name), 
which  has  sold  3.4  million 
copies  in  the  U.S.  A  1994 
release,  Jagged  Little  Pill,  the 
debut  album  from  edgy  pop 
singer  22-year-old  Alanis 
Morissette,  is  well  on  its  way 
to  selling  20  million  copies 
worldwide. 

This  year  Maverick  will 
have  billings  of  about  $100 
million,  up  from  $56  million 
in  1995.  Profits,  too,  have 
almost  doubled,  says 
DeMann,  from  $8  million 
last  year  to  more  than  $15 
million   this   year — nearly 

Freddy  DeMann,  seated; 
Guy  Oseary 

Offering  an  alternative. 
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more  than  save  us  money.  They've  helped  us 
:  focus  on  the  things  we  do  best" 

"Like  many  companies,  we  find  that 

managing  our  human  resource  function 

is  no  small  task.  That's  why  having 
■  Norrell  as  a  staffing  partner  is  so  valu- 
able to  us,"  says  Jim  Wilhite  of  M.W. 

Kellogg,  Houston. 

Norrell  serves  as  the  source  for  a 

wide  range  of  clerical  and  administrative 

personnel  at  M.W.  Kellogg,  from  mail- 
:  room  employees  to  CEO  secretaries. 
:  Norrell  screens,  hires,  and  trains 

employees,  working  to  make  sure  that 

each  has  what  it  takes  to  get  the  job  done, 


from  possessing  the  right  skills  to  having 
a  great  attitude. 

Norrell's  approach  to  staffing  is 
proactive.  In  M.W.  Kellogg's  case, 
Norrell  created  customized  training  and 
orientation  programs,  and  continually 
offers  new  ideas  that  help  Kellogg  be 
even  more  efficient. 

As  Jim  Wilhite  puts  it,  "With 
Norrell's  help,  we  re  more  competi- 
tive and  profitable.  We're  also  better 
prepared  to  deal  with  peak-period 
workloads  and  major  projects  as  they 


arise.  And  most  importantly,  we're 
better  prepared  to  serve  our  clients." 

To  learn  how  Norrell  can  help  your 
company's  productivity  with  a  wide 
range  of  staffing  services,  from  admin- 
istrative and  clerical  to  light  industrial  to 
accounting,  call  800-USE-NORL. 


INorreH 

Outsourcing  ■  Starling  Services  ■  Temporary  Help 


triple  what  Madonna  will  take  in 
from  her  recording  and  film  efforts. 

DeMann,  who,  before  signing 
Madonna,  helped  shepherd  Michael 
Jackson's  Thriller  to  market,  read  the 
tea  leaves  right  on  this  one,  too. 
Today's  retail  market  favors  new  one- 
hit  wonder  acts  like  Green  Day  and 
Hootie  &  the  Blowfish,  whose  debut 
albums  have  sold  8  million  and  13 
million  copies,  respectively.  "I  knew 
that  if  Maverick  Records  was  to  be 
successful,  we  couldn't  just  rubber- 
stamp  Madonna's  music.  We  needed 
to  offer  an  alternative,"  says  DeMann. 

So  he  went  back  to  the  streets, 
hiring  then  19-year-old  Guy  Oseary 
as  head  of  artist  and  repertoire,  today 
Maverick's  chief  talent  scout.  An  avid 
music  fan,  Oseary  grew  up  listening 
to  Los  Angeles  rock  stations  for 
hours  a  day  in  his  downtown  Los 
Angeles  home.  At  17,  he  muscled  his 
way  into  some  office  space  at 
DeMann's  management  company, 
touting  acts  he  signed  during  his 


illicit  years  at  the  elite  Beverly  Hills 
High  School,  where  he  enrolled 
using  the  false  address  of  a  fellow  syn- 
agogue member. 

He  quickly  made  waves  at  the 
school,  where  some  of  Hollywood's 
most  powerful  forces  send  their  chil- 
dren. He  also  made  friends  with 
rapper  Ice  -T  by  inviting  himself  to 
the  singer's  studio,  once  pocketing 
$1,000  for  getting  him  to  appear  at  a 
club  being  promoted  by  a  high 
school  classmate.  He  signed  bands  to 
management  contracts,  offering  them 
record  deals  he  didn't  have  the 
authority  to  nail  down. 

"I  had  no  idea  what  I  was  doing, 
all  I  knew  is  there  was  money  to  be 
made,"  says  Oseary.  "I  think  Freddy 
saw  a  little  of  him  in  me.  He's  from 
Brooklyn,  he  was  a  street-smart  kid." 

Oseary  discovered  Candlebox  in  a 
Los  Angeles  night  club,  signing  them 
in  1992.  DeMann  brought  on  funk 
rocker  Me'Shell  Ndegeocello,  who 
has  sold  close  to  500,000  of  her  first 


two  Maverick  releases.  And  when 
Morissette  and  her  producer  Glen 
Ballard  shopped  Jagged  Little  Pill 
around  town,  both  Geffen  Records 
and  Sony  Music  turned  them  away. 

But  Oseary  heard  the  tape  and 
pitched  it  immediately  to  DeMann, 
who  quickly  signed  Morissette. 

Will  it  last?  In  this  business,  who 
knows?  As  DeMann  works  the 
records  through  retail,  Oseary  is  in 
the  clubs  scouting  talent.  Among  the 
chosen:  the  Neurotic  Outsiders, 
Summercamp,  Rule  62  and  the 
Deftones.  Morissette  and  Ballard  go 
back  in  the  studio  next  year. 

Maverick  also  has  a  movie  division 
and  a  music  publishing  arm,  but 
DeMann  is  wise  to  keep  revenues 
from  the  record  label  self-contained. 

"A  film  costs  $25  million  to  make 
and  $25  million  to  market.  If  it  stiffs, 
it  stiffs  big,"  says  DeMann.  "With  a 
record,  for  $1  million,  including  mar- 
keting costs,  you  know  what  you 
have  in  a  hurry."  M 
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BIRTH  OF  THE  NEW  MIAMI 


YEARS 


OF  ENERGY 


AND  OPPORTUNITY 


{  {  I  had  the  thrill  of  my  life,"  wrote  Lula 
I  Lummus,  an  early  Miami  resident,  in 
I  1 896,  "when  I  stood  and  watched  the 
first  train  come  in!  All  rejoiced  to  see  that 
important  mark  of  civilization  , . .  crowds 
arrive  on  every  train  to  see  the  much- 
talked-of  place." 

People  have  been  coming  to  and  talking 
about  Miami  ever  since.  In  only  100  years, 
Miami  has  grown  from  an  Indian  trading  post 


to  a  vibrant  center  for  international  trade. 
This  remarkable  transformation  began  soon 
after  Julia  SturtevantTuttle,  a  Cleveland 
widow,  bought  640  acres  on  the  north  bank 
of  the  Miami  River  in  1891  and  set  out  to 
turn  this  forgotten  frontier,  with  a  population 
of  I  I,  into  a  city. Within  four  years,  she  con- 
vinced Standard  Oil  cofounder  Henry  Flagler 
to  extend  his  railroad  to  Miami,  build  a  luxury 
hotel  and  lay  out  a  new  town. 


B  y    A  R  V  A    MOORE  PARKS 


100 

YEARS! 

OF  ENERGY 

AND  OPPORTUNITY 

Miami  has  come  a  long  way  since  July 
1 896,  when  344  men  assembled  over  the 
Lobby  Poo!  Hall  (the  largest  building  in  the 
scraggly,  upstart  frontier  town)  and  auda- 
ciously founded  the  City  of  Miami.  Almost 
immediately,  the  infant  city  took  on  the 
nickname  the  "Magic  City"  because, 
according  to  the  founders,  "it  sprang  from 
the  wilderness  as  if  by  magic." 

Greater  Miami,  which  encompasses  all 
of  Florida's  Dade  County,  sprawls  from 
the  ocean  to  the  Everglades.  It  measures 
almost  2,000  square  miles  (larger  than 
1 7  other  states)  and  has  a  population  of 
more  than  two  million.  Dade  County's 
$56  billion  annual  economy  is  larger  than 
the  economies  of  every  South  American 
nation  —  except  Brazil, Venezuela  and 
Argentina  —  and  all  the  Central 
American  republics  combined. 

For  most  of  Miami's  history,  tourism 
drove  the  city's  development.  Although  it 
is  still  one  of  the  engines  that  propels 
Greater  Miami's  economy,  international 
trade  and  commerce  promise  to  surpass 
tourism  in  economic  power. This  state  of 
affairs  would  not  surprise  Julia  Tuttle, 
Miami's  visionary  founder,  who  predicted 
a  great  international  city  back  when 
Miami's  population  was  fewer  than  2,000 
people,  its  port  consisted  of  one  wooden 
dock  on  the  Miami  River  and  Biscayne 
Bay  was  so  shallow  that  ships  could  not 
sail  through  it.  If  asked  why  she  believed 
this  infant  city  could  have  such  a  future, 
she  undoubtedly  would  have  replied, 
"location,  location,  location." 

BIRTH  OF  THE  NEW  MIAMI 

This  accident  of  geography,  once  a  hin- 
drance to  development,  is  now  a  major 
advantage.  But  geography  alone  does  not 
make  a  great  city.  It  took  an  accident  of 
history,  the  Castro  revolution,  to  bring 
time,  people  and  place  together. The 
Cuban  exiles  arrived  and  created  a  cul- 
tural and  linguistic  bridge  between  the 
hemispheres.  As  a  result,  today's  Miami 
boasts  a  dynamic  and  diverse  population. 
And  when  it  comes  to  dealing  with 


change  and  succeeding  in  the  new  world 
of  global  business,  Miami  is  in  a  class  by 
itself. 

In  the  1 990s,  international  trade  and 
commerce  provided  fresh  markets  and 
opportunities,  fueling  Miami's  new  pros- 
perity. For  Latin  Americans,  Miami  repre- 
sents many  things.  It  is  a  place  to  relax, 
make  deals,  shop,  obtain  medical  services 
and  get  an  education.To  others,  including 
North  Americans,  Europeans  and, 
increasingly.Asians  and  Middle  Easterners, 
it  is  also  the  new  Hong  Kong,  the  future 
Brussels  of  the  Western  Hemisphere 
wrapped  in  the  glitz  of  StTropez  with  a 
touch  of  Casablanca.  Miami's  ever- 
expanding  market  in  international  busi- 
ness and  tourism  creates  new  opportu- 
nities for  everyone  —  merchandise 
traders,  shippers,  lawyers,  accountants, 
bankers,  hoteliers,  movie  and  television 


producers,  developers  and  just  about 
anyone  else  who  comes  to  or  lives  in 
Miami. 

The  Beacon  Council,  Miami's  award- 
winning  ten-year-old  economic  develop- 
ment agency,  is  busy  spreading  the  word 
that  "international  business  is  Greater 
Miami's  business."  Clearly,  somebody  out 
there  is  listening.  More  than  330  multina- 
tional companies,  29  binational  chambers 
of  commerce,  60  foreign  consulates  and 
20  foreign  trade  offices  call  Miami  home. 

At  the  heart  of  Greater  Miami's  emer- 
gence as  a  center  for  international  trade 
are  its  two  premier  transportation  facili- 
ties, the  Miami  International  Airport  (MIA)| 
and  the  Port  of  Miami.  Besides  being  num- 
ber one  in  the  nation  for  international 
cargo,  MIA  also  has  nearly  twice  as  many 
flights  a  day  to  Central  and  South  America 
as  all  other  U.S.  airports  combined. 

Conditions  have  not  always  been  this 
rosy.  In  1 989,  after  the  bankruptcy  of 
Eastern  Airlines,  Miami  civic  leaders  trav- 
eled to  Dallas  and  convinced  American 
Airlines  to  increase  its  presence  in 
Miami.  At  the  time,  American  flew  only 
20  flights  a  day  from  Miami  and  employed 
1 35  people.  "Today,  American  Airlines  is 
Greater  Miami's  largest  private  employer 
and  offers  more  flights  than  all  other  U.S. 
carriers,  collectively,  have  ever  operated 
from  Miami  at  any  time  in  the  past,"  says 
Robert  L.  Crandall,  chairman  and  CEO  of 
American  Airlines.  "American  Airlines  and 
American  Eagle  now  have  285  flights  to 
88  destinations,  including  26  points  in 
Latin  America,  1 7  in  the  Caribbean,  four 
in  Europe  and  three  in  Canada." 

American  Airlines  also  moved  its 


MIAMI 


Gateway  To  The  World. 

Phenomenal  growth.  World-class  stature.  A  future  with  the  promise  of  continued  economic  progress.  With 
its  enviable  location,  powerful  multicultural  spirit  and  a  thriving,  dedicated  business  community,  Miami 
has  become  one  of  the  most  important  international  gateways  for  commerce.  And  American  Airlines, 
proud  to  be  an  integral  part  of  that  dedicated  business  community,  is  committed  to  growing  with  the  city  for 
years  to  come.  It's  a  partnership  we're  excited  about.  Because  as  you  know,  we  think  the  world  of  you,  Miami. 

To  find  out  more  about  American  on  the  Internet,  visit  our  web  site  at  http:/Avww.americanair.com 

AmericanAirlines 

American/^ 


American  Airlines  and  American  Eagle  are  registered  trademarks  of 
American  Airlines,  Inc.  American  Eagle  is  American's  regional  airline  associate 


United  W^y 

American  Airlines  is  a  proud  supporter  of  the  United  Way  of  Dade  County 
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Latin  American  Division  Headquarters, 
the  airline's  largest  operating  entity,  to 
Coral  Gables,  Greater  Miami's  upscale 
western  suburb.  Peter  J.  Dolara, 
American's  senior  vice  president  for 
Miami,  the  Caribbean  and  Latin 
America,  speaks  highly  of  the  move:  "In 
terms  of  people,  geography,  sense  of 
community  and  its  commitment  to  civic 
and  economic  success,  Greater  Miami 
has  more  going  for  it  than 
almost  any  other  city  in  the 
world." 

Miami's  other  jewel  is  the 
Port  of  Miami,  known  as  the 
"Cruise  Capital  of  the  World." 
Today,  it  is  also  the  "Cargo  Hub 
of  the  Hemisphere."  Forty  per- 
cent of  all  trade  and  cargo 
between  the  U.S.  and  Latin 
America  and  the  Caribbean 
travels  through  the  Port  of 
Miami.  It  has  achieved  global 
recognition  as  a  major  trans- 
shipment point. 

"Since  1 990,  the  Port  of  Miami's  ton- 
nage volume  has  grown  at  a  rate  of 
nearly  twice  the  national  average,  and 
we're  now  ranked  seventh  in  the  U.S.  in 
general  cargo,"  says  Port  Director 
Carmen  J.  Lunetta.'That  ranking  is 
incredible,  when  you  consider  that  ten 
years  ago,  we  weren't  even  on  the 
charts." 

The  new  Port  of  Miami  bridge,  with  its 
glowing  blue  lights,  has  already  become  a 
Miami  landmark.  Soon  it  will  connect  the 
existing  port  to  the  proposed  50-acre 
Maritime  Park  that  will  boost  berth 
capacity  40%.  Besides  the  four  new  ter- 
minals, the  park  will  include  a  new  bas- 
ketball arena,  a  possible  museum  and 
retail  shops. 

INTERNATIONAL  GATEWAY 
AND  FINANCIAL  HUB 

Miami's  new  prosperity  is  not  just 
fueled  by  international  trade.  "Miami  has 
the  largest  concentration  of  multilingual, 
multicultural  specialists  in  the  world  for 


Latin  America,"  according  to  Manny 
Mencia,  the  Beacon  Council's  former 
vice  president  for  international  trade. 

Miami's  professionals  understand  not 
only  the  business  culture  in  the  U.S.,  but 
also  the  business  culture  in  Latin 
America.  In  interacting  with  Latin 
America,  the  world  market  depends  on 
Miami's  "brain  trust"  of  accounting,  legal, 
architectural,  engineering,  public  relations 


and  marketing  experts,  as  well  as  leaders 
in  all  areas  of  international  finance. 

"Currently,  Dade  County  is  seeking 
developers  for  a  proposed  World  Trade 
Center  that  will  bring  all  pieces  togeth- 
er," says  Jay  Malina,  cochairperson  for  the 
1 6-member  citizens  board  overseeing 
the  selection  process. 

The  Center  will  house  offices,  con- 
sulates, showrooms,  exhibition  spaces,  a 
trade  data  center  and  a  link  to  academia. 
The  World  Trade  Center  will  bolster 
Miami's  reputation  as  the  North 
American  hub  for  hemispheric  trade, 
commerce  and  services. 

The  relocation  of  the  U.S. 
Southern  Command  military 
headquarters  to  Miami  from 
Panama  in  1 999  is  another 
Miami  success  story.  Local  lead- 
ers aggressively  pursued  this 
plum,  which  will  be  the  largest 
single  relocation  of  personnel 
in  Miami's  history  and  will  add 
$27  million  to  the  local  payroll. 
The  Federal  government's 
choice  of  Miami  for  this  700- 
person  military  command  is  yet 
another  indication  of  Miami's 
strategic  importance  to  future  relations 
between  the  hemispheres. 

Miami's  reputation  as  a  major  interna- 
tional banking  center  has  been  growing 
since  the  mid-1970s,  when  the  first  Edge 
Act  banks  arrived  on  the  scene. Today 
Miami  is  home  to  more  Edge  Act  banks 
than  any  other  city  in  America,  and  has 
the  nation's  second-largest  number  of 
international  banks.  First  Union  National 
Bank,  which  ranks  sixth  in  the  nation  in 
assets,  is  a  leader  in  international  banking. 

"Miami  has  become  the  fourth-largest 
banking  market  in  the  U.S.,"  says  Carlos 
Migoya,  First  Union  National  Bank  presi- 
dent for  Dade  and  Monroe  counties, 
who  recently  became  chairman  of  the 
Greater  Miami  Chamber  of  Commerce. 
Miami,  according  to  U.S.ILatin  Trade,  is  the 
undisputed  one-stop  trade-finance  shop- 
ping center  for  Latin  Americans  and 
companies  from  the  U.S.  and  Europe 
trading  with  Latin  America. 

"Although  Miami  cannot  lay  claim  to 
being  the  nation's  largest  banking  center," 
says  Cuban-born  Migoya,  who  came  to 


A  Company  For  Today. 
A  Vision  For  Miami's  Second  Century. 
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rom  the  day  Swire  was  founded  as  a  small  trading  enterprise  in  the  British  Isles  nearly  two  hundred  years  ago,  it  has  always 
valued  the  long  range  point  of  view  -  a  perspective  that  has  helped  us  grow  into  one  of  the  200  largest  companies  in  the  world.  Today, 
among  our  diverse  business  activities  around  the  globe,  none  is  more  satisfying  nor  carries  a  deeper  commitment  than  helping  Miami 
to  achieve  its  fullest  potential  by  developing  properties  of  enduring  value  in  a  magnificent  city  within  the  city-  the  island  community 
of  Brickell  Key.  And  while  the  first  hundred  years  in  Miami's  history  have  been  undeniably  great,  we'd  like  to  begin  the  city's  second 
century  with  a  toast  to  all  those  who  believe  the  best  is  yet  to  come. 


\   Cheers!  jSalud!  Sante! 

Good  Health  And  Long  Life  To  The  City  Of  Miami 
And  To  Everyone  Who  Calls  It  Home. 


►M  Swire  Properties 

Developer  of  One  Tequesta  Point,  Courvoisier  Centre  I  and  II, 
Courvoisier  Courts,  Brickell  Key  Marketplace  and  other  outstanding 
properties  on  Brickell  Key  -  Miami's  magnificent  city  within  a  city. 
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Miami  as  a  child,"no  one  disputes  the 
fact  that  it  has  become  the  largest  Latin 
American  banking  center." 

As  a  pioneer  of  the  sale  of  insurance 
and  financial  services  to  Latin  American 
foreign  nationals,  Equitable's  Musibay/ 
Chiappy  Agency  is  a  local  enterprise 
with  an  international  identity.  From  its 
headquarters  in  Miami,  the  agency  takes 
a  unique  approach  to  the  foreign  mar- 
ket. "We  were  one  of  the  first  to 
export  advanced  business  insurance 
concepts  to  Latin  America,"  says 
General  Manager  Carlos  M.  Musibay.  "As 
a  result,  a  significant  portion  of  our 
business  is  derived  from  our  Latin 
American  clientele."  Musibay  and 
Agency  Manager  Luis  G.  Chiappy,  both 
Cuban-born,  have  been  honored  for 
their  commitment  to  the  community 
that  welcomed  them.  "We  love  Miami," 


they  say.  "What  more  can  you  say  about 
a  city  that  gives  you  a  new  life?" 

EDUCATIONAL  EXCELLENCE 

Miami's  educational  institutions  add  to 
the  critical  mass  of  Latin  American 
experts  in  Miami. This  fall,  the  University 
of  Miami  School  of  Business  will  launch  a 
new  Master  of  Science  in  Professional 
Management,  an  innovative  degree  pro- 
gram designed  for  Latin  American  execu- 
tives or  those  who  work  extensively  in 
the  region. The  University  of  Miami  also 
houses  the  federally  funded  North  South 
Center,  which  focuses  on  research  on 
Latin  America  and  the  Caribbean. 
Following  the  1994  Summit  of  the 
Americas,  held  in  Miami,  the  Florida 
Legislature  appropriated  $500,000  to 
launch  the  Summit  of  the  Americas 
Center  at  Florida  International 
University.The  new  center,  a  coopera- 
tive venture  among  FIU,  the  University 
of  Florida  and  the  University  of  Miami, 
promotes  implementation  of  the 
Summit  goals  through  conferences  and 
seminars. 

Florida  International  University,  South 


Florida's  public  research  university,  has 
two  major  campuses  in  Dade  County. 
Only  25  years  old,  it  has  amassed  a 
remarkable  record  of  achievement  and 
recognition.  Its  enrollment,  projected  to 
reach  36,000  by  the  year  2000,  makes 
FIU  one  of  the  nation's  fastest-growing 
universities.This  year,  the  Carnegie 
Foundation  for  the  Advancement  of 
Teaching  reported  that  FIU  fulfills  the 
standards  to  be  classified  as  a  Research  II 
University.  Cuban-born  FIU  President 
Mitch  Maidique  believes  that  FlU's  future 
is  inextricably  intertwined  with  Miami's. 
"FIU  is  destined  to  be  one  of  the  great 
public  urban  universities  in  America,"  he 
says.  "It  will  be  to  the  East  Coast  what 
UCLA  has  been  to  the  West  Coast." 

The  University  of  Miami,  founded  in 
1 925  as  the  nation's  first  "Pan  American" 
university,  has  lived  up  to  its  early 
promise. Today,  it  is  the  largest  compre- 
hensive private  research  university  in  the 
southeastern  U.S.  and  ranks  39th  in 
national  peer  review  federal  research 
funding.  Besides  its  internationally  known 
medical  school,  its  Rosenstiel  School  of 
Marine  and  Atmospheric  Science  is  one 
of  the  top  marine  schools  in  the  nation. 
The  School  of  Architecture  is  emerging 
as  a  national  think  tank  for  urban  design 
and  planning.  Its  Executive  M.B.A. 
Program  is  one  of  the  largest  in  the 
country,  and  it  is  one  of  four  universities 
nationally  to  offer  a  master's  degree  in 
International  Business  Studies. 

"After  1 5  wonderful  years  as  presi- 
dent of  this  university,"  says  President 


Well,  there  may  be  a  way. 

Financial  Fitness  is  a  simple,  five- 
step  program.  It  begins  with  a  conver- 
sation -  no  commitments  -  between 
you  and  an  Equitable  representative. 

You  assess  your  situation,  set  priori- 
ties, find  a  strategy,  plan  your  next 
steps  and,  once  you've  begun,  keep 
your  strategy  updated. 

No  miracles.  No  hype.  Just  common 
sense.  And  a  great  weight  off  your 
shoulders. 

This  is  the  tomorrow  you've  waited 
for.  Get  in  touch  with  us  and  start 
taking  charge  of  it  today. 

Contact: 

Carlos  M.  Musibay,  General  Manager 
Luis  G.  Chiappy,  CLU,  ChFC,  CFP,  LUTCF, 
Agency  Manager 
(305)  670-4400. 

fH  EQUITABLE 

^HHp  MUSIBAY/CHIAPPY  AGENCY 

Equitable  is  The  Equitable  Life  Assurance  Society  of  the  United 
Slates,  New  York,  NY,  10019  Financial  Fitness  refers  to 
Financial  Fitness  Profile.5™  GE-96-47 


When  ground  was  broken  for  the 
University  of  Miami  in  1926,  it 
symbolized  the  highest  hopes  and  dreams  of 
an  emerging  community.  Seven  decades  later, 
the  University  of  Miami  is  still  a  place  where 
hopes  and  dreams  become  reality.  This  fall 
we  celebrate  the  University's  first  70  years  of 
academic  excellence. 


More  than  110,000  students  have 
journeyed  through  the  University  of  Miami. 
Today  they  are  the  CEOs  of  Fortune  500 
companies,  medical  pioneers,  national 
political  figures,  and  outstanding  scholars. 
The  University  of  Miami  is  the  largest,  most 
comprehensive  private  research  university  in 
the  southeastern  United  States. 


Seven  Decades  of  Achievement 

UNIVERSITY     OF  MIAMI 
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Tad  Foote,"l  remain  tremendously  excit- 
ed about  the  future.  With  its  strategic 
positioning  at  the  crossroads  of  the 
Americas,  the  university  is  remarkably 
positioned  to  thrive  in  the  new  world  of 
a  globai  marketplace." 

In  addition  to  the  two  major  research 
universities,  Miami  has  outstanding  exam- 
ples of  other  types  of  higher  education. 
Two  Catholic  universities,  St. Thomas  and 
Barry,  and  a  traditional  African-American 
college,  Florida  Memorial,  as  well  as 
Miami  Dade  Community  College,  the 
number-one  community  college  in 
America,  offer  both  professional  exper- 
tise and  opportunity  for  advancement. 

Businesses  also  rely  on  the  Dade 
County  Public  Schools  Business  and 
Industry  Services  Department. The  public 
schools'  Bureau  of  Applied  Technology, 
Adult  Career  and  Community  Education 


|  works  with  local  chambers  and  organiza- 
I  tions  to  develop,  coordinate  and  imple- 
ment comprehensive  training  programs. 
They  also  offer  customized  workplace 
:  programs  designed  to  meet  specific  busi- 
ness needs. "Whatever  essential  skills 
employees  need  —  whether  language 
skills  or  specialized  technical  training," 
says  Joseph  H.  Mathos,  associate  superin- 


Since  you  can't  send  all 
your  employees  to  school. 
brincj  school  to  thewn! 


•Low  cost,  customized  training  programs 

•Your  facility  or  ours 
•Certified  instructors 


jgj  •Workshops 


Computer  Applications, 
Management  Training, 
Technical  Training 


DADE  COUNTY  PUBLIC  SCHOOLS 

BUREAU  OF  COMMUNITY  SERVICES  AND  CAREER  PREPARATION 

(305)  995  2829 


tendent,  Bureau  of  Community  Services 
and  Career  Preparation, "DCPS  has  a 
program  that  addresses  the  need." 

Education  for  the  future  begins  early 
in  Miami.  Dade  County  Public  Schools' 
innovative  International  Education 
Magnet  Program,  available  in  four  ele- 
mentary schools,  two  middle  schools  and 
three  high  schools,  provides  students 
with  the  background  and  skills  for  future 
career  opportunities  in  the  global  arena. 
Two  of  the  high  schools  also  offer  the 
International  Baccalaureate,  a  rigorous 
college-prep  program  based  in  Geneva, 
Switzerland,  and  recognized  around  the 
world. 

A  HEALTHY  FUTURE 

Miami  is  also  home  to  more  than  1 50 
biomedical,  biotechnology  and  pharma- 
ceutical companies,  ranging  from  small, 
innovative  new  companies  to  billion-dollar 
international  corporations.  Employing 
more  than  1 0,000  people,  the  health 
technology  companies  have  become  the 
fastest-growing  employment  sectors.  If 
you  add  in  the  region's  hospitals  and  the 
University  of  Miami  School  of  Medicine, 
South  Florida's  health  care  industry  rivals 
trade  as  one  of  the  area's  largest  and 
most  promising  industries. 

Dade  International,  Inc.,  a  billion-dollar 
corporation,  has  its  roots  in  Miami.  In 
1 949,  Dr.  John  Elliott,  head  of  the  local 
blood  bank,  developed  the  first  commer- 
cially available  line  of  reagents  for  blood 
typing  and  grouping.  American  Hospital 
Supply  Corporation  bought  Dade 
Reagents  in  1 956  and,  29  years  later,  was 
purchased  by  Baxter  International. Two 
years  ago,  Dade  International  separated 
from  Baxter  and  became  a  stand-alone 
company  headquartered  in  Deerfield,  III. 
This  year,  when  Dade  acquired  DuPont 
Diagnostics,  Dade  became  the  world's 
largest  independent  company  devoted  to 
providing  a  wide  range  of  sophisticated 
products  and  services  for  the  clinical  lab- 
oratory. "When  we  put  DuPont  and 
Dade  together,"  says  President  and  CEO 
Scott  Garrett,  "we  achieved  critical  mass 
from  which  we  can  create  an  infrastruc- 
ture that  allows  us  to  pursue  added 
growth  in  Europe  and  everywhere  else 
in  the  world  where  there  is  a  high  level 
Continued  on  page  1 2 


We're  ready.  With  one  of  the  most  advanced  cargo  management  systems  in  the  world. 
And  ten  gantry  container  cranes.  Because  the  faster  we  get  you  in  and  out,  the  sooner 
youH  bring  another  load.  For  information  call  (305)  371-7678  or  fax  (305)  347-4843. 


1015  North  America  Way,  Miami,  Florida  USA  33132 
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Brito-Lay  Chairman  and 
CEO  Steve  Reinemund. 
ABC  News  Corre- 
spondent Barbara  Walters. 
NBC  Today  Show  Producer 
Jeff  Zucker.  Baseball  great 
Andre  Dawson.  Apple 
Computer  Chairman  and  CEO 
Gilbert  Amelio. 

Three  Cabinet  members. 
Two  astronauts.  A  U.S. 
Senator.  A  Pulitzer®  Prize- 
winning  composer.  An 
Oscar®-winning  actress. 

America's  best.  All  products 
of  Dade  County  Public 
Schools. 

When  it  comes  to  education, 
the  proofs  in  the  people.  And 
at  Dade  County  Public  Schools, 
we've  got  the  goods  -  and  we 
know  how  to  deliver  them. 

Stellar  alumni.  Top-notch 
teachers.  And  promising 
students. 

Tomorrow's  workers. 
Tomorrow's  leaders. 

Says  Frito-Lay's  Reinemund, 
also  a  Pepsico  director,  "I  can't 
say  enough  good  things  about 
Dade's  public  schools.  I  couldn't 
have  gotten  a  better  educa- 
tion anywhere." 

Says  Kerry  Clemmons,  senior 
vice  president  of  Mia  mi -based 
John  Alden  Life  Insurance 
Company,  "Dade's  public  schools 
produce  graduates  ready  to  work  and  able 
to  compete  with  anyone.  They  give  our 
company  the  edge  we  need  to  compete  in 
the  world  market." 

Miami's  top  executives  agree.  They're 


Corporate  rivals  agree:  Dade  County  Public  Schools  is  the  best  choice  for  their  kids.  Nils  Nordh  (left), 
senior  vice  president,  Royal  Caribbean  Cruises  Ltd.,  and  son  Chris,  1 Ith-grader,  MAST  Academy,  with 
George  Brennan  (right),  senior  vice  president,  Carnival  Hotels  &  Resorts,  and  daughter  Amanda, 
eighth-grader,  Southwood  Middle  School.  The  Maritime  and  Science  Technology  (MAST)  Academy  is  a 
1996  winner  of  the  U.S.  Department  of  Education's  Blue  Ribbon  School  of  Excellence. 


banking  their  businesses  on  it.  Some  are 
even  banking  their  children's  future. 

Like  George  Brennan,  senior  vice  presi- 
dent of  Carnival  Hotels  &  Resorts. 


Royal  Caribbean  Cruises  Ltd.  Like  Joseph 
Serota,  president  of  the  Dade  County  Bar 
Association.  Like  Jim  Power,  Polaroid's 
marketing  services  director  for  Latin 


Like  Nils  Nordh,  senior  vice  president  of     America  and  the  Caribbean. 


roof's  in  the  Peopl 


Money 
Zan't  Buy 


All  send  their  kids  to  Dade  County  Public 
:hools. 

Says  Carnival's  Brennan,  "We  tried  pri- 
ite  schools  but  switched.  All  four  of  our 
lildren  go  to  Dade  public  schools.  They 
ve  it,  and  we  prefer  the  diverse  and  pro- 
essive  curriculum." 

Says  Polaroid's  Power,  "I'm  a  Dade 
)unty  Public  Schools  flag-waver.  My 
lughter's  education  isn't  just  good  . . .  it's 
jperb." 

Mat's  the  Draw? 

Strict  Standards  and  Rigorous 
jrriculum.  Dade's  public  schools  are 
[ugh,  and  they  just  got  tougher.  School 
ficials  recently  overhauled  student  pro- 
otion  standards,  making  it  harder  to  pass 
it  easier  to  get  a  helping  hand. 
Rising  Test  Scores.  Dade's  student 
ores  are  up  for  the  sixth  consecutive  year 
several  important  exams,  including  the 
tional  Stanford  Achievement  Test.  The 
e  is  across  the  board,  in  nearly  every 
nool,  grade,  subject  and  ethnic  group, 
jde  students  rank  above  the  national 
Jerage  in  many  grades  and  subjects. 
(Selective  Academies.  Qualified  students 
py  choose  highly  competitive  "magnet" 
lademies  that  offer  intensive  study  in 
jsdicine,  law,  science,  the  arts,  engineer- 
|g,  design  and  architecture,  foreign  lan- 
iiages,  broadcasting  and  other  fields, 
iide's  Maritime  and  Science  Technology 
IAST)  Academy,  G.W.  Carver  Middle 
jhool,  and  Design  and  Architecture  Senior 
!gh  School  were  recently  named  among 
nerica's  best  schools  by  the  U.S. 
'partment  of  Education. 
International  Baccalaureate, 
laduateswith  International  Baccalaureate 


Steve  Reinemund,  1966: 
President,  Miami  Coral  Park 
High  School  Student  Council 


diplomas  from 
Dade's  public  schools 
gain  automatic 
acceptance  into  the 
world's  great  universities. 

Top  Teachers  and 
Competitive  Salaries.  Dade's  public  school 
teachers  are  among  the  most  highly  paid 
and  educated  in  America. 

Classroom  Technology.  A  recent  nation- 
al study  named  Florida  and  Dade  County 
public  schools  tops  in  the  use  of  computers 
in  the  classroom.  Not  only  are  computers 
more  widely  available  here,  but  teachers 
and  students  are  also  more  highly  trained 
to  use  them. 

Innovative  Leadership.  Education 
experts  regard  Dade  County  Public  Schools 
as  America's  education  reform  leader.  Why? 
Innovations  such  as: 

School-Based  Management,  in  which 
teachers  and  principals,  not  central  admin- 
istrators, call  the  shots; 

Satellite  Learning  Centers,  allowing 
children  to  attend  public  schools  located 
where  their  parents  work; 

Saturday  School,  for  kids  needing  extra 
help  or  wanting  to  get  ahead;  and 

Full-Service  Schools,  offering  education 
and  social  services  to  low-income  students 
and  their  families. 

Well-Run  Business.  Miami's  corporate 
leaders  give  Dade's  schools  high  marks  for 
fiscal  management  and  efficiency.  So  do 
Standard  ft  Poor's  and  Moody's,  consistently 
awarding  the  Dade  school  board  A+  and 
A-1  bond  ratings,  respectively. 

Jobs  and  Applied  Technology. 
Industrial  giants  like  Toyota  and  Honda 
turn  to  Dade's  public  schools  to  train  their 
South  Florida  workers.  Through  Dade's 
acclaimed  school-to-work  program,  stu- 


Steve  Reinemund,  1996: 
President,  Frito-Lay,  Inc. 


dents  learn  academic  and  job  skills  in  the 
classroom. 

Corporate  Partners.  From  mom  and 
pop  to  big  business,  nearly  3,000  compa- 
nies give  almost  $10  million  in  direct  sup- 
port and  in-kind  services  to  Dade's  public 
schools  each  year. 

Cultural  Diversity.  Every  student  in 
every  Dade  public  elementary  school  may 
study  Spanish  in  addition  to  English,  gain- 
ing a  broader  perspective  and  a  competitive 
edge.  Dade's  students  come  from  130 
different  countries  and  speak  60  different 
languages.  Says  Polaroid's  Power,  "My 
daughter  gets  to  meet  people  from  all  over 
the  globe  -  without  leaving  her  classroom. 
When  she  goes  out  into  the  world,  to  work 
or  play,  she'll  have  a  head  start." 

At  Dade  County  Public  Schools,  we're 
bringing  the  world  to  our  students  and 
giving  our  students  the  world. 

Dade  County  Public  Schools: 
giving  our  students  the  world 


For  more  information,  contact: 

Dade  County  Public  Schools 
1450  N.E.  2nd  Avenue 
Miami,  Florida  33132 

(305)  995-1128 
info@sbab.dade.k1 2.fl.us 
http://dcps.dade.k12.fl.us 
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Continued  from  page  8 

of  diagnostic  testing." 

"Clearly,  Dade  International  has  come 
a  long  way  since  1 949,"  says  Dr.  Susan  A. 
Evans,  vice  president  of  research  and 
development.  "In  some  ways,  its  history 
parallels  the  history  of  clinical  diagnostics. 
In  other  ways,  Dade  has  led  the  evolution 
of  diagnostics.  But  the  exciting 
part  is  the  future. We  are  invest- 
ing heavily  —  at  the  rate  of 
about  $l  million  every  week  — 
in  the  search  for  new  technolo- 
gies, new  tests  and  improve- 
ments in  our  manufacturing 
processes  to  enhance  quality  and 
reduce  cost." 

Founded  in  Miami  in  1 959 
with  three  employees  in  a 
garage  behind  one  of  the 
founder's  homes,  Cordis 


Corporation  now  employs  some  2,200 
in  its  Miami  operations,  300  at  its 
Warren,  N.J.,  plant  and  another  2,500 
outside  the  U.S.  Recently  acquired  by 
Johnson  &  Johnson,  Cordis  is  the  world's 
largest  manufacturer  of  catheters  for 
diagnosing  and  treating  vascular  disease. 

"The  mission  of  the  newly  merged 
companies,"  explains  Chick  McDowell, 
vice  president  for  corporate  relations,  "is 
to  strengthen  our  leadership  position  in 
circulatory  disease  management. The 
growth  course  for  this  industry  remains 
very  promising." 

He  adds,  "You  are  going  to 
see  the  whole  industry  come  to 
the  fore  —  especially  here  in 
Miami,  where  the  critical  mass  is 
now  in  place  for  continued 
growth  and  an  even  larger  con- 
centration of  biotech  and  phar- 
maceutical companies." 

South  Florida  is  committed  to 
building  on  the  strength  of  its 
health  technology  industry  by 
fostering  new  businesses. 
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Baptist  Health  Systems 
of  South  Florida 
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Incorporated  by  South  Florida  leaders 
and  established  in  1989  by  the  Florida 
Legislature,  the  Center  for  Health 
Technologies  Inc.  (CHT)  is  an  umbrella 
organization  for  the  industry  and 
operates  with  public  and  private  fund- 
ing. Through  CHT's  small  business 
Incubator  Network,  start-up  compa- 
nies in  pharmaceuticals,  biomedical 
devices  and  diagnostic  instruments 
receive  a  broad  spectrum  of  services 
to  help  them  develop  self-supporting 
new  health  technology  businesses. 

"Today,  26  small  companies  are  in 
the  CHT  Incubator  Network,"  says  Dr. 
Eugene  H.  Man,  president  and  CEO, 
"which  is  projected  to  grow  to  65  by 
1998.  Eight  companies  have  already 
graduated  into  the  marketplace." 

Says  Christopher  Maker,  president 
of  a  South  Florida  communications 
firm  specializing  in  health  care  and 
technology:  "South  Florida's  rich 
pipeline  of  companies  —  Cordis,  Dade 
International,  Coulter,  NABI,  Noven 
and  IVAX  —  coupled  with  our  tech- 
nologically advanced  patient  care  cen- 
ters, is  a  multidimensional  formula  for 


A  MECCA  FOR  HEALTH  CARE 

Miami  is  also  proud  of  its  interna- 
tionally acclaimed  patient  care  centers. 
In  addition  to  serving  local  residents' 
health  needs, "Miami  hospitals  are 
actively  selling  Miami  as  the  only  place 
international  corporate  executives 
need  to  go  to  receive  any  kind  of 
health  care,"  says  Linda  Quick,  presi- 
dent of  the  50-year-old  South  Florida 
Hospital  and  Healthcare  Association. 

Many  hospitals  have  built  strong 
relationships  in  Latin  America  and  the 
Caribbean,  and  have  gone  to  great 
lengths  to  cater  to  Latin  American 
clients.  Miami's  teaching  hospitals  train 
health  care  specialists  who  now  serve 
communities  around  the  world. 
"Besides  quality  health  care,"  Quick 
adds,  "South  Florida's  hospitals  con- 
tribute more  than  $1.9  billion  to  the 
community's  economic  well-being." 

The  internationally  recognized 
University  of  Miami  School  of 
Medicine  gives  South  Florida  a  special 
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Cordis  Corporation 
Miami,  Florida 
305-824-2000 
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advantage  in  the  health  care  arena.  Eight 
of  the  school's  medical  departments 
were  listed  in  U.S.  News  &  World  Report 
as  among  the  best  in  the  country. 
Bascom  Palmer  Eye  Institute,  ranked 
number  two  in  the  nation,  has  earned 
this  coveted  listing  for  the  seventh  con- 
secutive year.  Bascom  Palmer  is 
also  a  world  leader  in  education 
and  research  in  such  specialties 
as  ocular  surface  and  corneal 
wound  healing  and  AIDS-related 
eye  disease.  "Our  vision  at 
Bascom  Palmer,"  says  Chairman 
Dr.  Richard  K.  Parrish,"is  to  rec- 
ognize our  responsibility  not 
only  to  South  Florida,  but  to  the 
world.  We  have  a  lot  to  share." 

As  one  of  the  Southeast's 
major  teaching  hospitals,  Mount 
Sinai  Medical  Center  is  at  the 
forefront  of  health  care.  Founded  in  1 949 
by  a  group  of  Miami  Beach  civic  leaders, 
today  the  nonprofit  medical  center 
admits  more  than  20,000  patients  annu- 
ally and  is  recognized  for  its  outstanding 
programs  in  cardiology,  oncology,  ortho- 
pedics and  geriatric  medicine.  "Located 
at  the  gateway  to  the  Americas,  Mount 
Sinai  has  enhanced  Miami's  reputation  as 
a  mecca  for  health  care,"  says  Fred  D. 
Hirt,  Mount  Sinai  president  and  CEO. 

Miami's  hospitals  and  health  care  facili- 
ties are  on  the  cutting  edge  of  change  in 
the  health  care  industry. Through  the 
recent  merger  with  South  Miami 
Hospital,  Homestead  Hospital  and 
Mariner's  Hospital  in  the  Upper  Keys, 
Baptist  Health  Systems,  Inc.  has  become 
one  of  the  largest  and  most  respected 
locally  operated,  not-for-profit  hospital 
systems  in  Florida.  "As  Miami  is  ever- 
growing and  changing,  so  are  we,"  says 
Brian  Keeley,  president  and  CEO  of  the 
new  system.  "But  our  basic  values  remain 
the  same.  Our  mission  is  to  provide  top- 
quality  health  services  for  the  people  of 
our  wonderfully  diverse  community." 

Pan  American  Hospital,  a  1 46-bed,  not- 
for-profit  hospital  near  the  Miami 


International  Airport,  is  another  Miami 
success  story.  Founded  in  1 963  by  a 
group  of  Cuban  doctors  who  wanted  to 
serve  their  fellow  exiles.  Pan  American  is 
one  of  the  most  successful  Hispanic 
businesses  in  America.  Its  CEO,  Carolina 
Calderin,  has  been  honored  as  an  out- 
standing Hispanic  businesswoman. 

Nearby, West  Gables  Rehabilitation 
Hospital,  part  of  Continental  Medical 
Systems,  Inc.,  one  of  the  nation's  iargest 
independent  providers  of  comprehensive 
medical  rehabilitation  services,  is  dedicat- 
ed to  returning  the  patient  suffering 
from  a  disabling  injury  or  illness  to  a 
healthy,  fulfilling  independent  life.  "We  are 
in  a  very  rewarding  business,"  says  Gene 
Marini,  CEO.  "We  help  people  who  have 
suffered  a  major  tragedy  improve  their 
quality  of  life." 

The  Health  Foundation  of  South  Florida, 
Inc.,  is  in  the  business  of  improving  health 
care.  Established  in  1 993,  the  Foundation 
has  already  awarded  more  than  $  1 3  million 
to  carefully  selected  projects."We  are 
dedicated  to  the  community,"  says  John  H. 
O'Neil  Jr.,  chairman  of  the  board,  "and 
committed  to  helping  those  with  the  great- 
est need."  Recent  initiatives  include 


Homeless  Healthcare,  a  primary  health 
care  clinic  in  Dade  County's  Homeless 
Assistance  Center,  and  the  Women's 
Health  Corner,  a  free  cancer-screening 
center  for  underserved  women. 

Miami  Children's  Hospital  is  the 
largest  pediatric  teaching  hospital  in  the 
southeastern  United  States,  and  one  of 
only  two  hospitals  in  the  state  of  Florida 
dedicated  solely  to  pediatric  care. 
Recognized  internationally  for  its  cutting- 
edge  medical  research  and  pediatric  sub- 
specialties, the  hospital  treats 
1 70,000  patients  annually. 
"Miami's  Children's  Hospital 
recognizes  the  importance  of 
providing  a  delivery  system 
specifically  for  the  very  unique 
needs  of  children,"  says  Bill 
McDonald,  CEO  of  Miami 
Children's  Hospital. 

IN  THE  HEART  OF 
THE  CITY 

Recognizing  the  area's  poten- 
tial, many  major  international 
corporations  have  invested  in  Miami's 
future.  Swire  Properties,  a  subsidiary  of 
the  Hong  Kong/British-based  Swire 
Group,  the  202nd  largest  global  company 
in  the  world,  entered  the  Miami  real 
estate  market  in  1 979  as  the  majority 
partner  in  a  joint  venture  to  develop 
Brickell  Key,  formerly  Claughton  Island. 
Until  the  arrival  of  Swire,  the  island  was 
home  to  hermits  and  raccoons.Today, 
Brickell  Key  is  a  city-within-a-city  created 
by  Swire's  $180  million  investment  Future 
plans  call  for  investments  totaling  more 
than  $300  million. 

"Swire  is  a  conservative,  blue-chip 
company  that  takes  a  low-key  approach 
to  business,"  says  President  Steve 
Owens.  "We  look  for  prime  investment 
opportunities  and  business  activities 
around  the  world,  and  we  have  the  finan- 
cial resources  to  build  major  projects  on 
our  own."  He  adds, "Miami  is  another 
Hong  Kong,  in  terms  of  its  growth 
dynamics.  Both  cities  serve  as  gateways 
to  much  larger  markets,  providing  the 
services,  culture,  infrastructure  and  com- 
mercial relationships  needed  for  trade." 

BCOM  Property  Corp.,  a  diversified 
real  estate  company  with  over  40  years 
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Good  medicine  starts  with  good  diagnostics. 
At  Dade  International,  our  job  starts  with 
that  simple  fact. 

We  serve  clinical  laboratories  around  the 
world.  We  support  them  in  their  role  of 
providing  doctors  with  the  earliest,  most 
precise  diagnostic  information  possible. 

We  are  5,500  people  in  15  countries. 
We  manufacture  and  market  products 
and  instrument  systems  for  clinical 
chemistry,  immunochemistry,  microbiology, 
hemostasis  and  laboratory  quality  control. 

We're  pursuing  advances  in  everything 
from  quicker  identification  of  heart  attack 


to  better  means  of  managing  diagnostic 
information  within  the  hospital. 

Dade  International  is  broadly  capable. 
We  are  highly  responsive.  We  are  focused 
exclusively  on  the  clinical  laboratory,  where 
good  diagnostics  leads  to  better  medicine. 

For  more  information, 
please  contact: 

Lee  D.  Flowers 
Executive  Vice  President 
Dade  International 
P.O.  Box  778 

Deerfield,  Illinois  60015-0778 
847-267-5322 
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of  experience  in  the  Florida  market,  is 
experiencing  great  success  on  Brickell 
Key. Their  Brickell  Key  II  is  more  than 
85%  sold.  "It  is  one  of  South  Florida's 
fastest-selling  condominiums  ever," 
according  to  developer  Stan  Baumann. 

"Brickell  Key  is  just  one  exciting  hap- 
pening on  the  south  side  of  the  Miami 
River,"  says  Patti  Allen,  head  of  the 
Downtown  Development  Authority. The 
Brickell  area  is  rapidly  being  redeveloped 
into  a  vibrant  urban  residential  and  shop- 
ping community  called  Brickell  Village. 
Other  downtown  projects  include  the 
Flagler  Street  Marketplace,  the  Omni 
Redevelopment  Plan  and  the  Maritime 
Park.  According  to  Allen,  "Development 
has  only  just  begun. The  area  is  ripe  with 
opportunities." 

Bayside  Marketplace,  across  the  Miami 
River  in  Miami's  downtown,  has  brought 


When  you  combine 
preeminent  faculty  with 

state  of  the  art  facilities 

you  get 

outstanding  students. 

"We  should  know.  " 


FIU  was  ranked  by 
Money  magazine  as 
one  of  the  country's 
"Best  College  Buys" 
and  by  U.S.  News  & 
World  Report  as  one 
of  "America's  Best 
Colleges." 


With  more  than  200 
bachelor's,  master's 
and  doctoral  degree 
programs,  and  a  wide 
variety  of  continuing 
education  courses  at 
campuses  in  Dade 
and  Broward 
counties,  FIU  has  the 
program  to  fit  your 
needs. 


Florida  International  University 

Miami's  Public  University 
For  more  information,  call  305-348-2448  or  visit  our 
web  site  at  http://www.fiu.edu/ 


people  back  to  the  waterfront  for  enter- 
tainment and  shopping.  Owned  by  the 
Rouse  Company,  Bayside's  revenues  have 
risen  dramatically  over  the  last  three 
years,  becoming  Miami's  number-one 
tourist  attraction.  "We  love  being  a  part 
of  bringing  people  back  to  downtown 
Miami  and  the  bayfront,"  says  Manager 
Raul  Tercilla,  who  remembers  coming  to 
Bayfront  Park  with  his  grandfather  when 
he  was  a  child.  "Bayside  has  created  a 
sense  of  place  for  downtown  Miami." 

Unlike  many  other  cities,  Miami's 
downtown  retail  space  enjoys  over  90% 
occupancy,  according  to  the  Downtown 
Miami  Partnership,  Inc.,  an  organization 
representing  downtown  landlords,  mer- 
chants and  professionals.The  Partnership 
has  worked  to  keep  downtown  Miami 
booming  by  capitalizing  on  its  dynamic 
international  atmosphere  while  empha- 
sizing its  American  roots.Today,  down- 
town Miami  is  a  major  destination  for 
8. 1  million  tourists,  who  spend  more 
than  $500  million  annually. 


For  the  first  time  in  many  years,  there 
are  new  residents  living  in  the  heart  of 
the  city.  Rafael  Kapustin,  one  of  Miami's 
many  successful  Cuban-born  entrepre- 
neurs, is  developing  an  entire  city  block 
on  Second  Avenue  across  from  the 
Wolfson  campus  of  Miami  Dade 
Community  College  and  the  New  World 
School  of  the  Arts.  So  far,  his  apartments 
enjoy  1 00%  occupancy  and  his  retail 
space  is  filling  up  fast.  Ninety-five  more 
apartments  are  nearing  completion  in 
the  historic  Olympia  Building,  which  rises 
above  the  Gusman  Theater  for  the 
Performing  Arts.  Kapustin  foresees 
Second  Avenue,  from  the  college  to 
Gusman,  as  an  arts  district  full  of  side- 
walk cafes  and  New  York-style  corner 
groceries. 

Another  major  opportunity  for  devel- 
opment awaits  just  north  of  the  major 
core  of  Downtown  Miami.  Construction 
projects  worth  more  than  $l  billion  are 
planned  for  Biscayne  Boulevard  between 
6th  and  1 4th  Streets.  Funding  is  already 
in  place  for  the  long-awaited  $  1 67- 
million  Cesar  Pelli-designed  Performing 
Arts  Center  that  includes  an  opera 
house  and  symphony  hall.  A  public- 
private  partnership  with  the  Miami  Heat 
basketball  team  will  build  a  $  1 65-million 
arena.The  $l  1 4-million  port  expansion 
and  the  development  of  Maritime  Park 
are  also  expected  to  be  under  way  soon. 
To  ensure  cohesiveness  that  will  spur  a 
total  transformation  of  the  area,  Dade 
County  has  hired  Jonathan  Barnett,a 
renowned  Washington,  DC-based  city 
planner,  to  prepare  a  master  plan  for  the 
area.  "What  is  unusual  in  Miami  is  to 
have  so  many  projects  going  at  once," 
said  Barnett  in  a  recent  Miami  Herald 
article.  "It's  an  extraordinary  opportunity 
to  reshape  the  city." 

THE  FUTURE  LIVES  IN  MIAMI 

Like  Miami's  founders,  who  carved  the 
city  out  of  the  wilderness  1 00  years  ago, 
today's  Miamians  are  seizing  a  moment  in 
time,  ripe  with  opportunity. They  are  cre- 
ating something  new  and  unique  in 
American  history  —  a  place  author  TD 
Allman  called  the  "City  of  the  Future." 
President  Bill  Clinton,  when  commenting 
about  the  city  being  chosen  as  the  site 


Downtown  Miami  has  experienced  a 
period  of  unprecedented  growth  during 
the  past  two  decades.  During  that  time 
the  area  broke  away  from  its  small-town  image 
and  grew  into  a  major  international  city. 

Now,  Downtown  Miami  is  taking  even  further 
steps  to  secure  its  envied  reputation  as  the  "Free 
Trade  Capital  of  the  Americas"  well  into  the  next 
century. 

A  major  $1  billion  World  Trade  &  Expo  Center 
is  planned,  and  possible  sites  are  already  being 
assembled. 

The  site  and  the  architect  for  a  $175  million 
Performing  Arts  Center  have  been  selected. 

The  Maritime  Park  Port  of  Miami  expansion  will 


bring  another  two  million  visitors  into  Downtown. 

Redevelopment  plans  call  for  housing  in  the  cen- 
tral business  district,  an  entertainment  district  in 
upper  Downtown  and  a  restaurant  district  called 
Brickell  Village.The  River  Renaissance  project  will 
bring  middle-income  housing  to  the  area  as  well. 

More  and  more  people  who  work  Downtown 
are  choosing  to  live  in  Downtown  Miami.  More 
than  $250  million  in  projects  are  under  way,  and 
more  are  on  the  drawing  boards. 

Continued  growth  on  the  physical  infrastructure 
and  public,  commercial,  residential  and  cultural 
uses  promises  to  keep  Downtown  Miami  an 
advantageous,  accessible  and  attractive  place  to 
do  business. 
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for  the  historic  Summit  of  the  Americas, 
said,  "Miami's  selection  signals  its  emer- 
gence as  ~  in'--  ir.'  .violticultural  commu- 
nity of  the  Americas,  and  its  ascendancy 
as  a  world-class  international  city  for 
business,  trade,  health  care,  culture  and 
recreation." 

"We  are  an  amazing  place,"  says  Bill 
j  Cullom,  president  of  the  Greater  Miami 
Chamber  of  Commerce."!  feel  like  we've 
arrived. We've  been  tested  and  passed 
most  of  the  tests. The  1990s  will  be  the 
best  decade  in  our  history.  We  had  our 
best  tourist  season  ever,  our  economy  is 
more  secure  and  more  diversified, 
opportunity  has  never  been  greater, 
crime  is  down,  culture  is  up,  the  negative 
publicity  of  the  past  has  finally  dissipated 
and  we  are  starting  to  pull  our  diverse 
pieces  together.  Besides,  we  are  a  great 
place  to  live." 


One  reason  for  Miami's  success  is  its 
openness  to  newcomers  and  its  ability  to 
capitalize  on  the  talents  of  its  diverse 
population. "Miami  is  significantly  unique," 
adds  Beacon  Council  Chairman  and 
Detroit  native  Robert  Beatty,  BellSouth's 
general  counsel  for  Florida  and  the  com- 
pany's first  African-American  general 
counsel.  "People  here  are  incredibly 
accepting  of  new  people." 

"We  are  a  young  city,"  says  Kay 
Hancock-Apfel,  chairman  of  Consumer 
Assets  Management  and  active  in 
Miami's  cultural  and  business  commu- 
nity, "and  we  are  creating  a  new  identity 
that  will  define  our  future.  You  can  see 
it  and  feel  it  everywhere  from  business 
to  culture. The  New  World  Symphony, 
the  Miami  City  Ballet  and  the  New 
World  School  of  the  Arts  have  received 
great  acclaim  because  they  are  filled 
with  some  of  the  most  outstanding 
young  talent  in  the  world.  Creativity 
thrives  here  —  in  business,  in  art  and 
architecture,  in  music  and  film  — 
because  of  our  diversity  and  our  youth. 


No  matter  what  your  cultural  or  ethnic 
background,  you  can  find  something  in 
Miami  to  your  liking." 

Writer  Arva  Moore  Parks,  a  Miami  native,  is 
a  widely  honored  historian,  author  and  com- 
munity leader.  Her  book,  Miami.The 
American  Crossroad,  co-authored  by 
Gregory  W.  Bush  with  Laura  Pincus,  was  just 
released. 

This  special  report  was  produced  by  Jean 
and  Mark  Patiky. 
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August  23,  1992.  The  world 
watched  in  awe  as  South  Dade  was 
battered  by  150  mph  winds.  Homes 

sinesses  were  lost.  Thousands  of 
re  disrupted  for  months  on  end. 
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BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
Df  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of  the 
Competitive  Enterprise 
nstitute.  His  latest 
oook  is  Public  Lands 
and  Private  Rights. 


In  late  July  Senate  Republicans  pushed 
through  approval  of  funds  to  begin  construc- 
tion of  the  $700  million  Animas-La  Plata 
water  project  in  southwest  Colorado.  This, 
believe  me,  is  the  ultimate  boondoggle.  Yet  it 
passed  in  a  Republican  Senate  with  only  six 
Republican  senators  voting  to  oppose  the 
project. 

Only  last  year  the  Bureau  of  Reclamation 
reported  that  even  with  generous  assump- 
tions, the  economic  benefits  of  the  Animas-La 
Plata  project  would  be  less  than  40%  of  what 
it  would  cost  taxpayers.  "This  is  the  biggest 
turkey  I've  ever  seen,  a  total  waste  of  federal 
and  state  money,"  says  economist  Charles 
Howe  of  the  University  of  Colorado. 

Who  benefits?  Construction  companies  and 
a  few  farmers.  The  irrigation  part  of  the  proj- 
ect would  cost  $517  million.  Farmers  receiv- 
ing the  water  would  be  required  to  pay  back 
over  the  years  only  $20  million. 

With  numbers  like  these,  the  Animas-La 
Plata  project  looked  dead  for  years.  But  Col- 
orado's representatives  in  Congress  now  claim 
the  project  is  necessary  in  order  to  fulfill  fed- 
eral obligations  to  provide  water  for  Indian 
tribes.  Never  mind  that  the  Indians  would  be 
much  better  off  selling  the  water. 

This  wasteful  mess  is  another  example  of 
how  high-minded  concepts  get  ground  into 
pork  when  put  through  the  political  process. 
The  Bureau  of  Reclamation  was  founded  in 
1902  with  the  highest  of  ideals — to  provide  a 
"homestead  act"  to  create  family  farms  in  the 
West  and  to  make  the  deserts  bloom.  For 
Theodore  Roosevelt  the  reclamation  program 
was  an  early  installment  on  his  grand  design 
for  America.  T.R  was  a  progressive — he 
believed  that  government  projects,  adminis- 
tered by  selfless  men  in  the  public  interest, 
could  advance  the  interests  of  mankind. 

As  we  now  know,  this  was  naive.  Over  the 
history  of  the  Reclamation  program,  the 
average  subsidy  to  farmers  has  been  80%  of 
the  cost  of  providing  irrigation  water. 

Progressive  programs  were  fated  to  become 
pork  by  the  nature  of  our  political  system. 
Unlike  their  counterparts  in  many  countries, 
the  members  of  the  U.S.  Congress  are  elected 
individually,  rather  than  as  part  of  an  overall 
party  result.  Bringing  home  the  bacon  is  what 


gets  you  elected,  not  party  platforms  or  serv- 
ing the  national  interest.  The  common  good 
gets  neglected.  It's  a  political  version  of  the 
tragedy  of  the  commons. 

As  a  founder  of  the  "public  choice"  school 
of  economics,  James  Buchanan  won  the 
Nobel  Prize  in  1986.  He  argues  that  if  we 
hope  to  eliminate  waste  and  giveaways  we 
can't  depend  upon  electing  noble  and  selfless 
politicians.  They,  too,  would  just  become 
trapped  by  the  incentives  of  the  system. 

What's  to  be  done?  It  serves  no  purpose  to 
preach  that  politicians  must  become  more 
public  spirited.  As  Republican  support  for 
Animas-La  Plata  shows,  just  changing  the 
political  composition  of  Congress  also  will  not 
make  the  problem  go  away. 

High-minded  concepts  get  ground 
into  pork  when  put  through 
the  political  process. 


Must  we  therefore  amend  the  Constitution 
to  eliminate  waste?  Not  necessarily.  The  Base 
Closure  Commission,  conceived  by  Represen- 
tative Richard  Armey  (R-Tex.),  was  a  deliber- 
ate strategy  to  force  Congress  to  consider  the 
good  of  the  country  rather  than  of  individual 
congressional  districts.  For  years,  whenever  a 
military  base  was  proposed  for  closure,  the 
local  members  of  Congress  would  feel  their 
political  survival  was  at  stake  in  saving  the 
base.  But  Armey's  commission  took  a  nation- 
al, rather  than  a  local,  approach,  and  the 
unthinkable  happened. 

More  than  100  military  bases  that  individ- 
ual members  of  Congress  wanted,  but  the 
Pentagon  did  not,  are  being  shut.  If  a  con- 
gressman voted  to  save  his  home  base,  he  had 
to  vote  against  economy  and  efficiency  in 
government. 

I  therefore  propose  a  pork  reduction  com  - 
mission  be  formed  by  Congress.  That  could 
be  followed  by  a  downsizing  commission  for 
the  federal  government.  As  with  the  Base  Clo- 
sure Commission,  experts  would  sort  through 
the  possibilities.  Congress  would  be  required 
to  vote  up  or  down  on  the  entire  proposal.  A 
congressman  who  voted  against  the  program 
in  an  effort  to  save  the  East  Podunk  post 
office  would  stand  exposed  as  an  enemy  of 
economy  in  government.  It  worked  once. 
Why  not  again? 

Animas-La  Plata?  While  the  Senate  has 
voted  money  for  it,  the  House  of  Representa- 
tives has  not.  A  final  decision  awaits  a  Septem- 
ber House-Senate  conference.  Will  the  real 
Republicans  and  "new"  Democrats  stand  up 
and  be  counted?  H 
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Marketers  are  dusting  off  century-old  brands. 

Time  travels 


By  Luisa  Kroll 

Red  Kamel  was  originally  introduced 
by  R.J.  Reynolds  in  1913  alongside 
Camel.  Targeted  at  the  Park  Avenue 
crowd,  the  brand  came  in  a  hinged 
box  with  just  10  cigarettes,  priced  for 
the  usual  20.  It  lasted  two  decades. 

The  Crown  Perfumery  Co.  was 
the  hottest,  most  exclusive  per- 
fumery in  turn-of-the-century 
Europe,  supplying  high  society  and 
the  royal  courts.  It  became  dormant 
after  World  War  I. 

In  1926  the  Bacardi  Rum  Co. 
began  brewing  Hatuey  beer  at  its 
Santiago  Brewery  in  Cuba.  The 
brand  died  when  Fidel  Castro  confis- 
cated the  brewery  on  Oct.  14,  1960. 

They're  all  back — Red  Kamel, 
Crown's  perfumes  and  Bacardi's 
Hatuey  beer.  Red  Kamel  is  now  in 
urban  test  markets  such  as  Dallas  and 
San  Francisco.  An  English  chemist 
relaunched  the  Crown  perfumery 
two  years  ago.  Still  banned  in  Cuba, 
Bacardi's  Hatuey  is  now  brewed  in 
Maryland  and  is  being  flogged  along 
the  East  Coast  with  a  $3  million  mar- 
keting campaign. 

This,  mind  you,  is  not  like  a  young 
computer  company  buying  the  name 

of  an  old  but  not  forgotten  radio 
manufacturer, 


Packard  Bell,  to  gain  instant 
credibility.   Many   of  the 
revived  names  won't  ring  a 
bell,  even  with  the  older  gen- 
eration. This  isn't  a  memory 
tug.  It's  a  shortcut  to  authen- 
ticity. Okay,  you  never  heard  of 
our  brand,  but  what  a  history  it 
has!  It  helps,  as  with  Hatuey 
beer  and  Red  Kamel,  that  the 
marketer  already  owns  the  title. 

"Why  not  use  something  you 
already  have?"  says  Steven  Grasse, 
the  32-year-old  creative  director  of 
Gyro,  the  agency  running  the  Red 


Kamel  advertising  campaign  for 
rjr.  "Back  after  80  years  for  no 
good  reason  except  they  taste 
good,"  says  the  package.  The  ads 
use  1930s  black-and-white  pho- 
tographs inspired  by  original  ads 
from  the  RJ.  Reynolds  archives. 

The   marketers   clearly  think 
they're  on  to  something,  given  their 
twentysomething  target  audience's 
apparent  liking  for  old  customs — 
cigar  smoking,  Scotch  whiskey  and 
even  opera  (Forbes,  July  1,  1996). 

Don't  have  an  old  product  in  your 
cupboard?  Make  one  up.  Chrysler 
Corp.  next  plans  to  introduce  the 
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Marketers  rummage 
through  the  attic 
Brands  asleep  for 
decades  are  back. 


Plymouth  "Prowler,"  a  two-seate  I 
that  pays  homage  to  the  roadsters  o| 
the  1930s.  "The  Prowler  looks  like 
car  that's  been  around  a  long  timcl 
and  all  the  company  had  to  do  wa: 
dust  it  off,"  says  market  researcll 
specialist  Randall  Emond  of  Merce: 
Management  Consulting.  "Chrysle 
creates  this  illusion  and,  in  effect 
creates  this  authenticity  by  harken 
ing  back  to  an  earlier  time." 

Then  there's  Brown-Forman' 
Jack  Daniel's  1866  oak-aged  beers 
The  old  bourbon  maker  Jack  Danie 
never  made  beer.  Now  Brown 
Forman  has  opened  a  19th-century 
style  brewery  at  its  Lynchburg,  Term 
tourist  center  and  bought  a  192z 
Model  T  Ford  delivery  truck  tc 
emblazon  with  the  beer's  logo.  Th< 
name  "1866"?  It's  the  date  the  dis 
tiller y  was  founded. 

Instant  nostalgia.  The  hottest  thinj 
in  marketing. 
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every  dollar  you  spend.*  And  if  that 
gives  you  an  added  incentive  to  treat 
yourself  right,  so  much  the  better. 
The  Citibank  AAd vantage  card. 


To  apply,  call  I-800-FLY-4444,  ext.  33. 


or  was  it  the  miles? 
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Instant  fix? 

Last  year  was  a  rough  one 
for  Cambridge,  Mass. -based 
Polaroid  Corp.  The  $2.2  bil- 
lion (sales)  imaging  firm  lost 
$190  million  chasing  the 
digital  market — and  scaled 
back  its  disastrous  Captiva 
instant  camera. 

Newly  plucked  from 
Nabisco  to  pull  off  a  rescue 
job  is  Jeremiah  Noonan, 
just-named  head  of  $500 
million-plus  (sales)  consumer 
products  for  North  America. 

Noonan,  37,  has  his  work 
cut  out  for  him:  Polaroid 
has  a  mature  product  in  a 
mature  market.  Its  cameras 
still  produce  smaller  images 
at  higher  cost  and  of  inferior 
quality  relative  to  the 
competition. 

What's  more,  Kodak  and 
others  are  launching  a  new 
digital  photo  system  with 
easier-to-load  film  and  other 
user-friendly  features.  Add 
the  rise  of  quick-process  film 
labs,  and  the  advantage  of 
the  instant  result  fades. 

Undaunted,  Noonan 
claims:  "There's  a  consumer 
benefit  to  right  away,  right 
now,  I-have-it-in-my-hand 


usage."  To  tout  it, 
Polaroid  has 
launched  a  $40  mil- 
lion ad  campaign  with 
the  slogan:  "See  what 
develops." 

To  make  Polaroid  an 
impulse  buy  at  retail 
outlets,  Noonan  is 
pushing  for  better 
product  placement. 
Unspecified  new 
products  are  also 
in  the  works. 

No  stranger  to 
consumer  goods, 
Noonan  began  at 
PepsiCo  in  1981 
and  worked  his  way  up 
through  the  marketing  ranks 
before  joining  Nabisco  in 
1992 — eventually  rising  to 
senior  vice  president  for 
marketing. 

What  do  cookies  and  cam- 
eras have  in  common?  Strong 
brand  names.  "In  a  busy 
world,  brands  help  people 
make  quick  decisions,"  says 
Noonan.  After  all,  quick  is 
what  Polaroid  is  about. 

Jeremiah  Noonan  of  Polaroid 
Cookies/camera  connection. 


Risky  business 

In  less  than  five  years 
$9.2  billion  (assets) 
Chicago-based  Heller 
Financial  has  gone  from 
high-risk  ugly  duckling  to 
diversified  swan  in  parent 
company  Fuji  Bank's 
portfolio. 

Give  a  large  part  of  the 
credit  to  Mitchell  Vernick, 
41,  who's  run  virtually 
every  unit  at  Heller  since 
joining  the  commercial 
finance  firm  a  decade  ago. 

In  1991,  63%  of 
Heller's  then  $7.1  billion 
in  lending  assets  came 
from  badly  performing 
leveraged  buyout  loans. 
"We  were  not  as  attractive 
as  we  felt  we  should  be," 
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Heller's  Mitchell  Vernick 
From  ugly  duckling  to  swan. 


says  Vernick,  who  brought 
a  new  broom  to  the  cor- 
porate finance  unit  that 
year.  He  syndicated  loans, 


cut  per-deal  lending  to 
$15  million  from  $50  mil- 
lion, and  decreased  total 
deal  funding  to  60%  from 
90%.  Result:  Nonearning 
assets  dropped  50%,  to 
3.6%. 

His  reward:  After  the 
sudden  death  last  October 
of  Chief  Executive 
Michael  Blum,  successor 
Richard  Almeida  named 
Vernick  vice  chairman. 
Vernick  now  heads  7  of 
Heller's  1 1  units,  includ- 
ing factoring  and  equip- 
ment lending.  All  of 
which  positions  him  as 
heir  apparent. 

Fast  work  for  the  1980 
Wharton  M.B.A.  grad, 
who  learned  lending  in 


the  energy  department  at 
Continental  Bank.  When 
the  bank  failed  in  1984, 
he  did  leveraged  financing 
at  Citicorp,  leaving  two 
years  later  for  Heller. 

With  the  firm  now 
more  weighted  toward 
asset-based  business,  Ver- 
nick wants  to  work  on 
improving  margins  by 
lending  to  smaller 
companies. 

But  will  the  fiercely 
competitive  market  force 
Heller  back  into  risky 
lending? 

"We  must  win  business 
without  compromising  our 
credit  quality,"  he  says. 
"Our  institutional  memory 
is  relatively  long."  WU 
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With  over  a  million  satisfied  (and  organized)  customers  and  over  20  models 
to  choose  from,  P-Touch  is  the  #1  winner  among  electronic  labeling 
systems.  It's  the  only  thing  you'll  need  to  keep  your  home,  business  and 
life. ..running  smoothly. 


e  at  Staples,  Office  Depot  and  OfficeMax. 


We're  at  your  side. 


ROTHER  INTERNATIONAL  CORPORATION,  200  COTTONTAIL  LANE,  SOMERSET,  NJ  08875 
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Miniaturization  promises  to  do  for 
medical  testing  what  it  did  for  electronics: 
create  new  markets  by  slashing 
costs  to  the  vanishing  point. 

Lab  on  a  chip 


By  Jeffrey  Young 

Imagine  waking  up  in  the  morning, 
brushing  your  teeth  and  taking  100 
medical  tests  before  breakfast. 
Before  you  laugh,  remember  that 
IBM's  Thomas  J.  Watson  is  said  to 
have  once  estimated  the  total 
demand  for  computers  at  just  five 
units.  Then,  prices  fell.  Make  an 
exotic  service  cheap,  and  it  will  no 
longer  be  exotic. 

That's  the  goal  of  Caliper 
Technologies  Corp.,  a  Palo  Alto, 
Calif,  company  that  has  crammed  an 
entire  medical  laboratory  onto  a 
chip.  "We  want  to  use  new  technol- 
ogy to  do  basic  tests  already  done  in 
hundreds  of  labs  across  the  world," 
says  Lawrence  A.  Bock,  the  firm's 
acting  president  and  one  of  its 
investors.  "Faster.  More  accurately. 
Cheaper." 

A  lot  cheaper.  If  Caliper  can 
achieve  manufacturing  runs  in  the 
tens  of  thousands,  as  it  hopes,  it 
should  be  able  to  sell  each  chip  for 
about  a  buck.  That  sure  beats  the 
$100  or  so  it  now  costs  to  run  rou- 
tine lab  work.  A  doctor's  office 
would  need  just  a  $5,000  testing 
unit  and  boxes  of  various  test  chips. 

The  year-old  Caliper  has  raised 
$6.6  million  from  private  investors 
and  venture  capital  firms,  among 
them  Avalon  Ventures  in  La  Jolla, 
Calif.  Caliper  expects,  somewhat 
optimistically,  to  have  products  to 
market  within  18  months. 

The  new  technology  may  come  as 
quite  a  shock  to  the  in  vitro  diagnos- 
tic equipment  business.  That  busi- 
ness revolves  around  very  expensive 
machinery,  including  such  behe- 
moths as  a  $100,000  capillary  elec- 
trophoresis machine.  It's  a  high- 
price  business  completely  unlike 
what  Caliper  has  in  mind. 

Also  threatened  by  miniaturized, 


on-site  testing:  companies  like 
Corning  Clinical  Labs  and  Roche 
Diagnostic  Systems  that  buy  those 
expensive  machines  and  use  them  to 
run  blood,  urine  and  other  tests  for 
doctors.  Combined,  the  equipment 
and  service  businesses  are  a  $20  bil- 
lion industry. 

"We  want  to  be  the  Intel  of  the 
diagnostic  testing  business,"  says 
Calvin  Y.H.  Chow,  Caliper's  head 
of  development,  who  is  also  a 
cofounder  of  the  company.  Chow 
holds  up  what  looks  like  a  35mm 
slide.  On  close  inspection,  it  reveals 


an  intricate  network  of  channels  on 
one  piece  of  glass,  sandwiched  to 
another  and  covered  with  fine  metal 
lines.  Electric  fields,  applied  to  those 
lines  at  a  dozen  contact  points  on  the 
chip's  edge,  nudge  microdrops  of 
sample  fluids  through  a  range  of 
medical  tests.  It's  all  over  in  seconds; 
then  you  throw  the  chip  away. 

The  chip  fits  into  a  PC-based 
"player,"  much  like  a  cd-rom  drive. 
Caliper  plans  to  have  the  player  built 
under  license  and  to  concentrate  on 
fabricating  the  chips  itself. 

Caliper  fashions  its  chips  much  as 
Intel  does.  Masks  funnel  light  onto 
photosensitive  layers;  the  exposed 
areas  react  chemically,  then  solvents 
wash  them  away.  You  repeat  the 
process  with  new  masks  and  layers  to 
build  up  complex  patterns,  in  multi- 
ple copies,  on  a  single  wafer. 

The  chip  proceeds  through  simple 
steps  that  mimic  what  bulky  medical 
lab  machines  do  with  vials  of  blood. 
You  take  a  precisely  measured  quan- 
tity of  fluid,  mix  it  with  a  test  solu- 
tion in  a  sterile  environment  and  add 
fluorescent  markers  that  bind  to 
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Millimeter-size 
testing  chambers 
(hexagonal)  and 
reservoirs  of  reagent 
(circular) 
A  test  tube 
doesn't  need 
a  lot  of  blood. 


Caliper's 
Calvin  Chow 
and  a  medical 
testing  chip 
"We  want  to  be 
the  Intel  of  the 
diagnostic 
testing 
business." 


reaction  products.  Then  you  shine 
light  on  the  mix  and  compare  the 
test  with  a  color  standard.  Colors  are 
identified,  of  course,  not  by  a  lab 
technician  but  by  a  miniature  photo- 
sensor— one  not  very  different  from 
the  millions  of  photosensors  in  a 
home  video  camera. 

Microfluidics  can  do  the  job 
because  the  chip's  channels  admit  a 
few,  precisely  determined  picoliters 
of  fluid-a  picoliter  being  something 
rather  less  than  a  millionth  of  a  drop. 
Reactions  run  fast  because,  at  that 
scale,  the  surface-to-volume  ratio  is 
so  great  that  your  reagents  practical- 
ly act  on  the  entire  sample  at  once. 

Caliper  moves  molecules  around 
with  electrostatic  pulses  timed 
according  to  the  clock  cycles  of  the 
operating  computer.  Several  thou- 
sand volts  spike  across  the  intersec- 
tions and  endpoints  of  the  channels 
in  a  rolling  pattern  that  pumps, 
shunts  and  stops  the  flow  as  needed. 

The  chip  can  tell  what  it's  juggling 
at  any  point  by  noting  how  quickly 
that  particular  droplet  moves  in 
response  to  an  electronic  shove.  It 
also  keeps  track  by  adding  fluores- 
cent markers  to  the  mix,  so  that 


specimens  punch  their  tickets  each 
time  they  pass  over  a  photosensor. 

Caliper's  15  research  scientists 
have  cut  out  a  lot  of  work  for  them- 
selves. They  are  developing  ways  to 
modify  the  friction  of  the  channels 
so  that  the  viscosity  of  microdroplets 
doesn't  impede  their  flow.  Caliper 
plays  with  this  friction  coefficient  so 
as  to  slow  down  some  molecules 
without  impeding  others,  a  trick  that 
helps  to  separate  DNA,  for  instance, 
from  other  parts  of  a  cell. 

Is  this  the  death  knell  of  big  test- 
ing machines?  No,  maintains 
Michael  J.  Powell,  director  of  new 
technologies  for  Boehringer 
Mannheim,  the  second-largest  diag- 
nostic equipment  vendor.  "Managed 
care  operations  [hmos]  want  to  stan- 
dardize on  a  few  big  centralized  test 
labs  to  get  economies  of  scale,"  he 
says.  "Point-of-care  testing,  at  least 
in  the  U.S.,  is  out  of  favor  [with  reg- 
ulators], even  though  the  Caliper 
technology  is  very  intriguing.  Maybe 
there's  a  market  for  this  in  emer- 
gency rooms,  or  in  other  parts  of  the 
world."  Who  knows?  There  could  be 
a  home-medicine  market  someday. 

Caliper  has  hedged  its  bets  by  also 
targeting  the  growing  field  of  drug 
identification.  Each  of  the  hundreds 
of  new  genes  discovered  every  week 
may  respond,  in  useful  ways,  to 
drugs  already  in  pharmaceutical 
libraries — but  how  to  test  the  mil- 
lions of  permutations?  With  its  lab- 
on-a-chip,  Caliper  hopes. 

In  this  market,  however,  it  has  a 
competitor:  Aurora  Biosciences  of 
La  Jolla,  Calif.,  which,  like  Caliper,  is 
funded  partly  by  Avalon  Ventures. 
Aurora  is  designing  microfluidics 
systems  with  a  technology  borrowed 
from  ink-jet  printers.  These  systems 
test  thousands  of  chemicals  per  hour 
for  possible  pharmaceutical  effect. 

Caliper's  goal — at  any  rate,  its 
timetable — is  rather  ambitious,  so 
it's  hard  to  say  if  this  company  will 
ever  be  a  commercial  success.  But 
you  can't  easily  dismiss  the  notion 
that  miniaturization  could  transform 
medicine,  just  as  it  transformed  com- 
puting. It  wouldn't  merely  make 
diagnostic  tests  cheaper — it  would 
make  them  more  common.  And  if 
they  were  more  common,  people 
would  live  longer.  To  see  why,  read 
the  story  on  page  220.  «B 
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The  acne  niche 


BY  MICHAEL  Gl 
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Each  year  10  million  acne  sufferers  seek  help 
from  dermatologists.  They  constitute  the 
largest  single  category  of  dermatology 
patients.  Even  so,  the  annual  dollar  volume  of 
prescriptions  for  the  many  and  various  acne 
medications  is  only  $500  million.  That's  too 
small  and  fragmented  a  market  for  the  big 
drug  companies,  which  are  looking  for  block- 
busters, drugs  that  can  each  produce  revenues 
of  $300  million  or  more  and  compete  in  mar- 
kets valued  in  billions. 

What  this  means  is  that  there  is  a  small  but 
lucrative  niche  in  acne  products  that  can  be 
exploited  by  companies  like  Medicis  Pharma- 
ceutical. This  little  Phoenix  firm  is  an  acne 
expert.  Two  of  its  three  major  products  treat 
acne.  One  is  minocycline  (brand  name, 
Dynacin),  an  oral  antibiotic  particularly  effec- 
tive against  Propionibacterium  acnes.  The 
other  is  Triaz,  a  gel  containing  benzoyl  perox- 
ide, an  age-old  acne  remedy,  plus  glycolic 
acid,  to  expose  the  infection,  and  a  zinc  anti- 
inflammatory. 

In  the  past  three  years  Medicis  has  expand- 
ed its  annual  revenue  from  $11  million  to  $25 
million.  In  the  year  ended  June  30  it  earned 
84  cents  a  share,  and  its  net  margin  in  the  last 
quarter  was  31  cents  on  the  dollar,  up  from 
17  cents  a  year  ago.  The  stock  has  been 
steadily  climbing,  from  a  1995  low  of  a  split- 
adjusted  1%  to  its  recent  40.  Medicis  has  7.5 
million  shares  outstanding  and  has  filed  to 
issue  up  to  2  million  additional  shares. 

The  lesson  in  this  success  story  is  that  less  is 
sometimes  more.  Medicis  has  a  spartan  R&D 
budget,  only  59  employees  (half  of  them  sales 
reps)  and  no  manufacturing  plants.  Its  fastest- 
growing  product,  Triaz,  deletes  one  of  the 
active  ingredients  (an  antibiotic)  used  in  the 
recipe  for  competitive  products — and  yet 
studies  show  it  delivers  better  results. 

Medicis  licenses  or  buys  drugs  developed  by 
other  firms.  So  its  research  spending  is  mini- 
mal, although  Triaz  was  invented  by  Jonah 
Shacknai,  the  chairman,  and  Eugene  Gans, 
director  of  research.  Their  method  of  manu- 
facturing Triaz  and  its  unique  composition  are 
patented. 

Medicis  also  jobs  out  all  of  its  drug  manu- 
facturing, so  that  it  has  no  direct  exposure  to 
Food  &  Drug  Administration  inspections  and 
bureaucracy.  What's  left?  Marketing. 

Medicis  concentrates  on  serving  dermatolo- 
gists and  styles  itself  "the  dermatology  compa- 


ny." Of  the  6,600  office-based  dermatologists 
in  .the  U.S.  the  busiest  half  write  80%  of  the 
prescriptions.  It  works  out  that  the  ratio  of 
these  active  dermatologists  to  Medicis  sales 
representatives  is  only  about  100-to-l.  By 
narrowly  defining  its  market,  Medicis  can  pay 
close  attention  to  these  customers.  Much 
larger  competitors  cannot  afford  to  take  this 

Medicis  has  a  spartan 
R&D  budget,  only  59 
employees  (half  of  them 
sales  reps)  and  no 
manufacturing  plants. 


much  trouble  to  support  a  small  catalog  of 
acne  treatments.  The  dermatology  market  is 
probably  worth  $5  billion  in  total,  but  it  is 
highly  fragmented,  meaning  no  single  pre- 
scription blockbuster  can  hope  to  bring  home 
one-fourth  or  one-third  of  this  huge  pie. 

In  contrast,  says  Shacknai,  Medicis  is  inter- 
ested in  drugs  with  the  potential  to  produce 
as  little  as  $10  million  in  revenues.  Large  drug 
companies  are  willing  to  divest  products  like 
that.  The  typical  deal  calls  for  money  up  front, 
plus  a  promise  of  royalties.  For  example, 
Medicis  bought  from  SmithKline  Beecham  in 
1991  a  profitable  line  of  "fade  creams"  for 
liver  spots,  freckles  and  other  minor  discol- 
orations.  It  returns  revenues  of  $4  million  to 
$5  million  and  holds  a  40%  share  of  this 
modest  market. 

The  Medicis  strategy  may  represent  a  trend. 
At  least  two  other  publicly  held  pharmaceuti- 
cal companies  also  target  a  single  medical  spe- 
cialty or  therapeutic  class:  Dura  Pharmaceuti- 
cal and  Jones  Medical.  Jones  has  acquired  two 
thyroid  drugs  within  the  past  year;  Dura  is 
building  a  portfolio  in  respiratory  drugs. 

Shacknai  is  not  a  pharmacologist.  He  is  a 
lawyer  who  developed  an  expertise  in  drug 
regulatory  issues.  He  started  Medicis  Pharma- 
ceutical in  1988  in  New  York  City,  took  it 
public  in  1990  at  a  split-adjusted  7,  got  it  into 
the  black  in  1994  and  moved  out  West  in 
1995.  "In  Phoenix  we  are  the  twentieth- 
largest  company  in  town.  In  New  York  I 
doubt  we  were  the  twentieth -largest  company 
in  our  building." 

A  big  fish  in  a  small  pond.  I  have  been 
accumulating  Medicis  for  customer  accounts, 
and  I  consider  it  a  buy  at  35  or  better.  WM 
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Sometimes,  the  only  way  the  world  will  realize  you're 

Special  is  if  yOU  blow  your  OWn  horn.  At  ABR,  we've  been  a  bit  reticent 
ibout  telling  the  world  how  good  we  are.  §§  For  instance,  you  may  not  realize  that  ABR 
3ioneered  the  much-trumpeted  area  of  employee  benefits  administration  outsourcing. 
3r  that  we  currently  provide  Total  Benefits  Outsourcing  services.  Or  that  we  let  you  choose 
precisely  the  services  you  need  from  an  "a  la  carte"  outsourcing  menu.  CobraServ  Compliance 
Services,  Flex  Administration,  Retiree  Billing,  Open  Enrollments,  whatever.  Your  needs  in 
Benefits  Outsourcing  are  serviced  immediately  —  without  learning  curv  es,  technical 
pitches  or  other  sour  notes.  Productivity  is  instantaneous.  88  Sure,  other  companies  claim 
o  offer  similar  services.  But  no  one  has  perfected  the  skills  to  deliver  our  type  of  perfor- 
nance.  We  know  what  has  to  be  done,  and  we  do  it.  Guaranteed.  §3  In  fact,  we're  doing  the 
ob  for  more  than  10  million  employees,  dependents  and  retirees  of  employers  of  every  size, 


eady  to  tune  out  the  administrative  hassles  —  and  all  that  jazz.    Information  Services,  Inc. 


n  every  industry.  So  call  us  at 


1-800-366-3130  if  you're  jj§/\BR 


Gillespie  image  used  with  permission 


Offices  in  New  York,  New  Jersey,  California,  Virginia  and  Florida. 
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Elan  Susser  and  Jon  Ferrara  are  on  a  bounce  right  now. 
But  can  their  little  GoldMine'Compete 
against  the  likes  of  Symantec? 

Speaking  with 
one  voice 


ly  Nikhil  Hutheesing 

Elan  Susser  and  Jon  Ferrara  gradu- 
ated from  Cal  State  in  Northridge  in 
1986  with  degrees  in  electrical  engi- 
neering and  computer  science.  Soon 
after  leaving  school,  they  vowed  to 
jcart  their  own  software  firm  and  get 
rich  someday.  They  are  well  on  their 
way  with  a  fast- growing  little  firm 
called  GoldMine  Software.  But  the 
gold  mine  they  discovered  isn't 
anything  like  the  one  they  set  out 
to  find. 

GoldMine's  first  software  product 
was  a  custom  accounting  package 
designed  to  run  on  a  corporate  net- 
work. Susser  and  Ferrara  worked  out 
of  a  cramped  two-bedroom  apart- 
ment in  Los  Angeles.  When  a  call 
came  from  a  customer,  Susser  might 
scribble  a  message  to  Ferrara  on  a 
yellow  sticky  note  and  post  it  on  the 
wall.  Sometimes  Ferrara  couldn't 
read  Susser's  scrawl.  Often  the  sticky 
would  fall  on  the  floor.  "We  lost 
appointments,"  explains  Susser.  "It 
just  wasn't  a  reliable  system."  That's 
how  it  is  when  you're  starting  a  busi- 
ness from  scratch.  That's  also  how 
inspiration  comes. 

The  pair  decided  to  try  to  write 
software  that  would  track  their  inter- 
actions with  customers.  In  1989 
Susser  holed  himself  up  for  three 
months  and  started  tapping  out 
600,000  lines  of  C++  code.  Soon  he 
had  software  that  would  simultane- 
ously track  every  phone  call,  every 
E-mail,  every  development  and  every 
appointment  and  organize  it  all,  cus- 
tomer by  customer. 

That  was  the  gold  mine.  Susser, 
now  32,  and  Ferrara,  35,  junked  the 
accounting  project  in  1990  and  set 
about  marketing  their  contact  man- 
agement software. 


Scott  Whitlock,  a  State  Farm 
Insurance  agent  in  Rolling  Hills 
Estates,  Calif.,  uses  GoldMine  to 
help  his  agency  track  900  customers 
and  their  2,500  policies.  If  the  cus- 
tomer talks  to  one  assistant  on  Tues- 
day and  another  on  Wednesday 
about  the  same  problem,  he  doesn't 
have  to  explain  it  all  over  again. 

In  the  Phoenix  branch  of  Smith 
Barney,  15  networked  brokers  and 
their  assistants  use  GoldMine.  "If  a 
client  calls  and  asks  what  happened 
to  a  dividend  payment,  I  don't  want 
to  have  to  transfer  him,"  says  broker 
Brian  Hein.  "I  can  input  the  request 
into  GoldMine,  and  the  right  person 
will  solve  the  problem." 

CoreStates  Bank,  based  in  Phila- 
delphia, uses  GoldMine  to  keep  tabs 
on  30,000  prospective  corporate  cus- 
tomers. "In  1993  most  salespeople 
still  went  out  and  knocked  on 
doors,"  explains  Jack  Frame,  vice 
president  of  sales  and  marketing. 
There  was  a  lot  of  duplication  of 
effort.  Now,  with  GoldMine,  there's 
more  targeted  phone  calling. 

Frost  &  Sullivan,  a  market  research 
firm  in  Mountain  View,  Calif.,  esti- 
mates that  software  like  this  makes 
up  a  market  that  will  be  worth  $1.4 
billion  in  2000.  But  GoldMine  has 
no  shortage  of  competitors. 

One  is  act!,  from  Symantec.  It 
started  out  with  a  great  scheduling 
program  for  individual  computers.  It 
had  a  flaw:  A  salesman  could  use  it  to 
keep  track  of  his  customers  and 
prospects,  but  an  office  couldn't 
share  it.  At  first  GoldMine  had  the 
advantage  of  being  designed  to  run 
on  networks,  whereas  act!  wasn't. 
Now  act!  is  network-ready  and  suit- 
able for  an  office  full  of  salesmen. 


GoldMine 
cofounders 
Elan  Susser 
and  Jon  Ferrara 
Don't  let 
a  sales  prospect 
slip  between 
the  cracks. 
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Susser  insists  that  act!  is  slower  and 
clunkier  than  GoldMine.  But  he  will 
have  to  convince  the  customers. 

Another  client  contact  program, 
Sage  Group  Pic's  TeleMagic,  is  great 
for  tracking  phone  calls,  but  isn't  as 
good  at  scheduling  meetings,  Susser 
claims.  Then  there  are  high-end  out- 
fits, such  as  Brock  International,  that 
create  customized  contact  manage- 
ment programs  that  work  together 
with  a  company's  proprietary  data- 
base software.  But  custom  work  is 
too  expensive  for  most  installations. 
GoldMine  costs  only  $295  per  user. 


Susser  and  Ferrara  haven't  over- 
looked the  Internet.  A  coming  ver- 
sion of  GoldMine  will  integrate  a 
company's  Web  site  with  its  cus- 
tomer database.  When  someone  visits 
your  company's  home  page,  he 
might  fill  in  a  form  spelling  out  his 
interests  and  the  city  in  which  he 
lives.  That  information  will  then  be 
stored  by  GoldMine.  Then,  when 
that  person  next  visits  the  Web  site, 
GoldMine  will  be  able  to  access  a 
database  of,  say,  retail  stores  and  tell 
the  visitor  where  he  can  get  the  best 
deal  on  a  new  suit. 


Privately  held  GoldMine  has  70 
employees  and  1995  revenues  of  $6 
million.  Susser  still  does  most  of  the 
programming  himself,  late  at  night. 
Can  this  tiny  outfit  compete  against 
the  likes  of  Symantec,  with  1995  rev- 
enues of  $335  million?  At  the 
moment,  the  answer  seems  to  be  yes. 
While  GoldMine  is  far  behind  act! 
in  market  share,  it's  gaining  ground. 
GoldMine  Software  doubled  its  rev- 
enues between  1994  and  1995,  and 
if  1996  sales  keep  up  their  rate  so  far 
this  year,  they  will  more  than  double 
the  1995  total.  ■ 
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Milan,  Monte  Carlo  and  Montego  are  trademarks  of  Fu|itsu  PC  Corporation  and  Fujitsu  and  the  Fu|itsu  logo  are  trademarks  of  Fujitsu.  Ltd  The  Intel  Inside 
Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation  Microsoft.  Windows,  and  the  Windows  logo  are  registered  trademarks  of  Microsoft 
Corporation  All  other  trademarks  or  registered  trademarks  are  property  of  their  respective  companies  ©1996  Fu|itsu  PC  Corporation  All  nghts  reserved- 


power  to  present.  In  color,  in  stereo,  with  sharp  text  and  with  video.  This  is  the  Monte  Carlo 
sbook  from  Fujitsu.  It  is  a  multimedia  notebook  with  a  six-speed  CD-ROM  and  full  16-bit 
eo  sound  with  Sound  Blaster  - compatible  audio.  The  Monte  Carlo  notebook  delivers  the 

full  power  of  a  desktop  in  a  fraction  of  the  size.  Operating  with 

up  to  a  133MHz  Intel  Pentium®  processor  and  16MB  expandable  EDO  RAM  that  is  built  on 
32-bit  PCI  bus  architecture,  the  Monte  Carlo  notebook  produces  processing  speeds  guaranteed  to 
impress.  It  features  a  large  12.1"  SVGA  active-matrix  color  display 
and  MPEG  1  support.  At  every  point,  Fujitsu  has  maximized  multimedia 
performance  by  using  premium  components.  The  reason  is  simple. 
With  operations  in  more  than  100  countries,  Fujitsu  is  a  global  leader  in  a 
wide  range  of  information  technologies,  including  PCs,  enterprise 
systems,  communications,  software  and  services.  Fujitsu  has  earned  this 
position,  and  $36  billion  in  annual  revenue,  by  focusing  closely  on 
the  user  and  exceeding  expectations.  Each  Fujitsu  notebook  is  supported 
by  this  philosophy — in  the  use  of  quality  components,  in  precision  manufacturing,  and  in  design 
that  maximizes  mobile  comfort.  Its  standards  of  service  and  support  are  equally  far-reaching. 
Monte  Carlo  notebook  is  backed  by  a  three-year  limited  warranty,  including 
iour,  7-day,  toll-free  technical  assistance.  Ultimately,  on  whichever  stage  your 
ness  chooses,  the  Monte  Carlo  notebook  delivers  a  premiere  performance. 


133MHZ,  120MHZ  OR  100MHZ  INTEL  PENTIUM  PROCESSOR 
8MB  OR  16MB  EXPANDABLE  EDO  RAM 
UP  TO  12.1"  SVGA  ACTIVE-MATRIX  COLOR  DISPLAY 
1GB  OR  810MB  HARD  DRIVE 

IROA  COMPLIANT  PORT  FOR  WIRELESS  DATA  TRANSFER 
TWO  TYPE  II  OR  ONE  TYPE  III  PCMCIA  SLOT 


1-888-4-ON-THE-GOext.2003 

t  us  at  www.fujitsu-pc.com  or  call  QuikFacts  fax  on  demand:  1-800-936-5209 
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Smart  marketing 
via  the  Internet 


BY  GUY  KAWASAKI 


Are  you  tired  of  hearing  that- the  Internet  is 
a  tool  of  empowerment  that  unleashes  creativ- 
ity, fosters  greater  communication  and  cat- 
alyzes world  peace?  You  probably  are,  but 
nevertheless  there  are  pragmatic  ways  to  use 
the  Internet  as  a  weapon  in  your  company's 
arsenal  of  marketing  tools.  Here  are  two: 

The  first  is  your  Web  site.  The  most  obvi- 
ous way  to  increase  the  value  of  your  Web  site 
is  to  use  it  to  recruit  advocates  or  evangelists. 
Most  Web  sites  waste  a  great  opportunity 
because  they  provide  only  information  such  as 
prices  and  specifications  and  try  to  impress 
people  with  their  coolness — not  necessarily  in 
that  order. 

Web  sites  can  do  much  more.  No  matter 
how  mainstream  you've  been  fooled  into 
thinking  the  Internet  is,  the  people  who  visit  a 
company's  Web  site  tend  to  be  self-selected 
true  believers,  or  potential  true  believers,  in 
that  company  and  its  product.  The  implica- 
tion is  that  these  folks  could  be  more  than 
mere  "hits"  if  your  site  takes  a  different  tack: 
recruiting,  training  and  empowering  people  to 
sell  for  you,  not  simply  to  buy  from  you. 

Here's  a  simple  four-step  process  to  win 
over  evangelists  with  your  Web  page.  First, 
put  yourself  in  the  frame  of  mind  of  training 
salespeople — except  that  these  salespeople  will 
not  be  badge-carrying,  overhead-producing 
employees.  Second,  create  a  part  of  your  Web 
site  where  you  provide  information  such  as 

A  mailing  list  is  a  broadcast  medium. 
It  builds  a  sense  of  community 
among  your  company's  fans. 

competitive  analyses,  sales  techniques  and  case 
histories. 

Third,  provide  an  easy  way  for  people  to 
obtain  your  hard-copy  promotional  material 
in  large  quantities  for  them  to  distribute,  not 
just  read.  Fourth,  get  out  of  their  way  and  let 
a  thousand  flowers  bloom  as  your  believers 
help  you  in  ways  you  never  imagined. 

The  second,  and  relatively  unknown,  way  to 
use  the  Internet  as  a  weapon  is  to  start  a  mail- 
ing list  for  supporters  and  advocates.  A  mail- 
ing list  works  like  this:  A  piece  of  software 
called  a  list  server  maintains  a  database  of 
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people  who  have  subscribed  to  the  mailing 
list.  The  list  server  sends  E-mail  to  all  sub- 
scribers, like  a  public  address  system. 

There  are  two  main  ways  a  list  server  sends 
E-mail:  one-to-many  and  many-to-many. 
One-to-many  means  that  only  one  person 
(typically  your  employee)  sends  E-mail  to  the 
subscribers.  Thus  the  volume,  content  and 
quality  of  the  E-mail  is  controlled  by  this 
person.  On  a  many-to-many  list  server,  every 
subscriber  can  send  E-mail  to  the  other  sub- 
scribers. It  acts  more  like  an  on-line  chat 
forum.  The  volume,  content  and  quality  of  E- 
mail  in  this  kind  of  system  is  dependent  on 
the  subscribers. 

No  matter  which  distribution  method  you 
use,  a  mailing  list  is  a  broadcast  medium.  It 
builds  a  sense  of  community  among  your  fans 
because  they  share  information  about  your 
company  or  product.  There  are  not  many 
better  ways  to  promulgate  news  throughout 
the  world:  E-mail  is  fast  and  free.  Per  dollar,  a 
mailing  list  might  be  the  best  marketing  you 
can  do. 

For  example,  Apple  maintains  a  mailing  list 
for  fans  of  Macintosh.  The  list  has  33,000 
subscribers,  and  a  rule  of  thumb  is  that  for 
every  direct  subscriber,  seven  people  get  the 
E-mail  forwarded  to  them.  This  means  more 
than  200,000  people  read  the  propaganda 
that  Apple  sends  out.  This  helped  counter  the 
gloom-and-doom  stuff  about  Apple  that  per- 
meated the  media  in  the  past  year. 

This  is  how  you  implement  a  mail  list.  First, 
you  go  to  your  Webmaster  and  tell  him  or  her 
that  you  want  one.  He  or  she  will  groan 
because  it's  more  work,  but  you  respond, 
"Tough.  You're  the  tail.  I'm  the  dog."  Your 
Webmaster  will  obtain  the  list  server  software 
(there  are  several  Macintosh  and  even  Win- 
dows products)  and  set  it  up.  Then  you  tell 
everyone  you  can  there's  now  a  way  to  receive 
information  and  participate  in  discussions 
about  your  company  and  products  via  E-mail. 

The  concept  here  is  simple.  If  you  manufac- 
ture Barbie  dolls,  you  should  encourage  the 
formation  of  Barbie  doll  fan  clubs. 

In  short,  the  Internet  should  do  more  for 
you  than  repackage  the  status  quo.  It  should 
take  your  marketing  efforts  outside  conven- 
tional lines.  The  reaction  of  Internet  purists  to 
a  print  column  about  the  Internet  as  marketing 
weapon  is  going  to  be  disdainful.  I'm  not  wor- 
ried. Hey,  this  is  Forbes,  not  Mother  Jones.  H 
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A  high-tech  test  might  save  your  life.  Here's  a  rundown  of  five  new  tests  that  your 
doctor  might  not  know  about. 

Faulty  tests 


By  Gloria  Lau 

Management  consultant  Mindy 
Cimmino,  now  30,  may  owe  her  life 
to  a  refusal  to  take  "maybe"  for  an 
answer. 

In  1990  she  visited  her  suburban 
Boston  gynecologist  for  a  routine  Pap 
smear,  which  screens  for  cervical 
cancer.  The  test  was  inconclusive. 
Two  more  Pap  tests  over  the  next  six 
months  also  came  back  without 
definitive  showings.  Scared?  You  bet 
she  was.  "I  thought  something  was 
wrong  and  that  they  just  weren't 
telling  me,"  she  recalls. 

One  of  the  things  wrong  was  the 
50-year-old  Pap  smear  test  itself. 
During  the  test,  a  doctor  smears  cells 
scraped  from  a  woman's  cervix  onto 
a  glass  slide.  Five  percent  of  the  50 
million  tests  performed  every  year  in 
the  U.S.  are  inconclusive.  It  happens 
because  blood  and  mucus  still  cling- 
ing to  the  cervical  cells  swiped  onto 
the  glass  slide  block  the  cytopatholo- 
gist's  view  of  the  cells.  Inflammation 
also  makes  cells  hard  to  see.  Thus 
some  of  the  5,000  U.S.  women  who 
die  every  year  from  cervical  cancer  are 
dying  prematurely,  because  this  is 
highly  curable  if  caught  in  time. 

Cimmino  couldn't  live  with  the 
uncertainty.  She  went  to  a  different 
doctor  and  got  a  better  test,  in  which 
the  sample  tissue  is  first  washed  with 
methanol  and  other  solvents.  The 
solution  is  then  put  into  a  machine 
that  separates  blood  and  mucus  from 
the  cells.  The  solution  also  preserves 
the  cells,  keeping  them  hydrated  so 
they  can  be  used  for  follow-up  tests. 

The  new  test,  called  ThinPrep,  is 
marketed  by  Boxborough,  Mass.- 
based  Cytyc  Corp.  Not  all  doctors 
use  it,  and  not  all  insurance  compa- 
nies will  pay  for  it — it  costs  $40, 
against  $20  for  an  old-style  Pap.  But 
it  is  money  well  spent. 

Cimmino's  ThinPrep  clearly 
showed  that  she  had  precancerous 
cells.  She  had  surgery  and  is  fine  now. 


Her  experience  illustrates  a  com- 
mon predicament  in  medicine:  The 
most  advanced  treatments  often  are 
delayed  pending  outcomes  of  the 
most  uncertain  of  tests.  This  is  as  true 
for  HIV  infection  and  breast  cancer  as 
it  is  for  cervical  tumors.  The  good 
news  is  that  new  tests  such  as  Thin- 
Prep are  hurdling  this  obstacle,  and 
often  at  reasonable  costs.  But  your 
doctor  may  not  work  with  a  labora- 
tory that  uses  these  new  tests  to 
screen  for  disease.  Perhaps  your 
doctor  isn't  even  aware  of  them. 

Below,  we  list  four  other  new  tests 
worth  knowing  about.  If  your  insur- 
er balks,  pay  for  the  exam  yourself. 

Papilloma.  A  new  $50  test,  made 


by  Silver  Spring,  Md. -based  Digene 
Corp.,  can  identify  the  presence  of 
human  papilloma  virus  by  measuring 
DNA  levels,  hpv  is  a  sexually  transmit- 
ted virus  that  often  spreads  in  spite  of 
condoms.  Some  (but  not  all)  types  of 
it  lead  to  most  cases  of  cervical  cancer 
in  women  and,  though  rarely,  can 
cause  scrotum,  penile  and  anal  cancer 
in  men.  The  test  identifies  the  strain 
and  helps  your  doctor  decide  whether 
or  not  to  proceed  with  follow-up 
treatment.  The  Food  &  Drug  Admin- 
istration authorized  sale  of  the  test 
only  last  November. 

The  test  will  tell  you  if  you're  car- 
rying the  virus,  but  there's  no  way  to 
eliminate  it.  So  what  should  you  do? 
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Women:  Consider  getting  the  test 
every  time  you  have  an  abnormal  or 
inconclusive  Pap  smear.  If  you  are 
infected  with  the  cancer- causing  type 
of  the  virus,  you  will  get  treatment  to 
remove  precancerous  cells.  Men:  If 
you  find  a  bump  or  a  sore  in  your 
genital  area  that  doesn't  heal,  get  it 
checked.  Doctors  can  at  least  treat 
the  symptoms. 

Breast  cancer.  The  $50  Truquant 
test,  made  by  Biomira  in  Edmonton, 
Alberta,  detects  antigens  in  the 
bloodstream  that  signal  the  presence 
of  breast  cancer  cells  in  the  body.  The 
test  can  tell  the  1.6  million  U.S. 
women  who  have  survived  a  bout 
with  breast  cancer  whether  they  are  at 
risk  of  either  a  recurrence  or  a  deadly 
metastasis  of  cancer  cells  to  other 
organs.  The  test  picks  up  54%  of 
breast  cancer  recurrences  and  metas- 
tases, according  to  the  manufacturer, 
at  least  five  months  before  there's  any 
lump  or  positive  X  ray  or  magnetic 
resonance  imaging  exam. 

AIDS.  The  p24  antigen  test,  made 
by  privately  held  Coulter  Corp.  of 
Miami  and  marketed  by  Johnson  & 
Johnson,  catches  telltale  markers  on 
the  human  immunodeficiency  virus. 
Older  tests  spot  the  body's  reaction 
to  the  virus  in  the  form  of  HIV  anti- 
bodies. Bottom  line:  The  $6  Coulter 
test  can  flag  an  infection  as  early  as  19 
days  after  exposure,  6  days  sooner 
than  conventional  tests. 

Heart  attack.  An  experimental  test 
developed  at  Johns  Hopkins  identi- 
fies people  who  have  inherited  an 
abnormal  tendency  toward  blood 
clots  and  thus  are  at  high  risk  of  suf- 
fering a  life -threatening  clogging  of  a 
coronary  artery.  Until  this  genetic 
test  is  available  commercially,  it's 
going  to  be  hard  to  get  access  to  it, 
but  you  can  get  in  line  by  calling  the 
university's  medical  school  at 
(410)  955-5803. 

Suitable  candidates:  men  between 
25  and  60  and  women  between  40 
and  60  who  have  a  family  history  of 
early  heart  attacks.  If  you  flunk  the 
test,  your  doctor  may  advise  you  to 
take  one  aspirin  every  day  to  thin  out 
your  blood.  If  you  are  older  than  the 
age  ranges  listed  and  have  a  family 
history  of  heart  disease,  don't  bother 
with  the  test;  you  should  be  on 
aspirin  (or  something  stronger)  in 
any  event.  H 
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THE  MONEY  MEN 


Aire  you 

doing  things 
your  rivals 
haven't  yet 
figured  out? 

Among  money  managers,  San  Francisco's 
legendary  Philip  Fisher  has  few  successful 
emulators.  Too  bad  for  investors. 


By  James  W.  Michaels 

For  every  American  who  has  heard 
of  Philip  A.  Fisher,  maybe  100  know 
of  Ben  Graham.  Yet  the  really  big 
money  has  been  made  by  those  who, 
consciously  or  unconsciously,  follow 
Philip  Fisher.  Where  Graham  studied 
balance  sheets,  Fisher  studies  people 
and  organizations.  "Phil's  all  about 
understanding  what  makes  a  really 
great  company,"  says  Warren  Buffett, 
who's  a  pretty  fair  judge  of  invest- 
ment ideas.  "I  am  overwhelmingly  in 
sync  with  Phil's  ideas." 

In  sync,  indeed.  Buffett  credits 
both  Graham  and  Fisher  with  helping 
him  arrive  at  his  bedrock  approach  to 
stocks,  but  it  seems  to  me  there  is 
now  much  more  Fisher  than  Graham 
in  the  way  Buffett  and  Charlie 
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Munger  run  Berkshire  Hathaway. 

While  Graham  is  dead  Phil  Fisher, 
happily,  is  still  among  us.  One  day 
this  summer  he  strode  briskly  into  the 
conference  room  in  his  son  Ken's* 
offices,  situated  amidst  the  redwoods 
overlooking  the  Pacific  Ocean  25 
miles  south  of  San  Francisco.  At  89, 
Fisher  is  slightly  stooped,  but  his 
handshake  is  firm,  his  eyes  clear  and 
his  voice  steady.  For  more  than  six 
decades  he  has  managed  money, 
through  a  great  depression  and  many 
recessions,  too  many  wars  and  the 
computer  revolution. 

I  can  sum  up  the  investment  phi- 
losophy Buffett  so  admires  by  telling 
how  Fisher  responded  when  I  asked 
why  he  was  still  occasionally  taking 


on  new  clients  at  his  advanced  age — 
albeit  only  those  willing  to  accept  his 
somewhat  stringent  conditions. 

Forbes:  You  say  you  are  willing 
to  take  on  a  few  more  clients, 
but  to  be  blunt  about  it,  there's 
the  question  of  mortality. 
Fisher:  The  companies  I  invest  in 
have  enough  momentum  to  keep 
going  three  to  five  years.  I  wouldn't 
invest  in  them  if  I  weren't  confident 
that  their  trajectories  would  continue 
for  that  long. 

Think  about  that:  How  many  people 
buy  stocks  expecting  to  hold  them 
for  three  to  five  years?  How  many 
know  their  stocks  so  well  that  they 

Forbes  ■  September  23,  1996 


Investment  guru  Philip  Fisher 
His  ideas  have  met  the  test 
of  time,  yet  few  follow  them. 


can  say  with  confidence  that  the 
company  will  still  be  doing  well  in 
2001?  Fisher  doesn't  really  buy 
stocks.  Essentially  he  buys  pieces  of 
what  he  regards  as  superior  business- 
es and  sits  with  them  as  long  as  he 
thinks  they  remain  superior. 

Fisher's  philosophy  is  clearly  if 
somewhat  dryly  spelled  out  in  his 
1958  book  Common  Stocks  and 
Uncommon  Profits  (new  paperback 
edition,  1996,  John  Wiley  &  Sons, 
271  pp.,  $19.95).  It  is  one  of  the 
investment  classics. 

Whereas  Ben  Graham  has  many 


avowed  disciples,  Phil  Fisher  has  few. 
The  reason  is  simple:  Any  intelligent 
person  can  apply  Graham's  principles. 
What  Fisher  preaches  is  just  too 
damned  hard  to  do  and  takes  too 
much  patience. 

"I'm  a  lone  wolf,"  Fisher  says, 
explaining  why  he  never  built  a  large 
organization  and  why,  despite  his 
brilliant  reputation,  he  manages  only 
relatively  small  amounts  of  money. 
Currently  he  has  under  a  dozen 
clients  but  they  tend  to  be  intensely 
loyal;  among  them  are  the  fifth-gen- 
eration descendants  of  a  client  who 
started  with  Fisher  in  the  1930s. 

In  a  way  he  runs  his  investment 
practice  in  the  old-fashioned  way  his 
doctor  father  ran  his  medical  prac- 


tice— a  job  shop,  not  a  factory.  He 
operates  from  a  tiny  office  in  San 
Mateo,  in  the  suburban  San  Francis- 
co Bay  area.  No  computers,  no 
Bloomberg  machine,  no  analysts,  not 
even  an  assistant.  Just  a  telephone 
and  a  part-time  secretary.  When  you 
have  only  a  handful  of  clients  there 
isn't  much  paperwork. 

Forbes:  What's  the  payoff  from 
buying  and  holding  instead  of 
the  more  conventional  method  of 
trying  to  buy  low  and  sell  high? 
Fisher:  If  you  are  in  the  right  com- 
panies, the  potential  rise  can  be  so 


*  Kenneth  Fisher,  money  manager  and  Forbes 
columnist. 
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enormous  that  everything  else  is  sec- 
ondary Every  $1,000  I  and  my 
clients  put  into  Motorola  in  1957  is 
now  worth  $1,993,846— after  all  the 
ups  and  downs  of  the  stock  and  of 
the  market. 

That's  an  annualized  return  of 
16%  counting  dividends.  The 
market  has  done  about  11%. 
Given  the  power  of  compound- 
ing, the  Motorola  has  done  6 
times  better  than  the  market.  No 
arguing  with  a  number  like  that. 
Another   stock — I    bought   it  in 
1977 — has   appreciated  sixtyfold, 
even  though  it  is  way  down  from  its 


Fisher  fan  Warren  Buffett 
Different  styles, 
similar  ideas. 


high.  This  is  the  kind  of  appreciation 
you  can  get  and  should  strive  for. 
What  other  stocks  do  you  own? 

My  clients  pay  me  a  lot  of  money  to 
pick  stocks  and  don't  like  it  when  I 
tell  the  world.  I  have  owned  one 
stock  since  1969,  two  since  1988 
and  one  I  started  buying  in  1986  or 
so.  That's  my  portfolio.  Six  stocks.  I 
once  owned  17,  but  that  was  way 
too  much. 

That  works  out  to  an  average 
holding  period  of  almost  20 
years.  But  during  the  years  you've 
owned  it,  Motorola  has  had  some 
horrendous  swings.  In  1990  it 
dropped  nearly  40%,  and  nearly 
50%  between  last  fall  and  this 


spring.  You  could  have  made  out 
very  well  by  trading  the  stock. 

If  I'd  sold  Motorola  because  I 
thought  it  was  overpriced  10  or  15 
years  ago,  chances  are  I  would  not 
have  known  when  to  get  back  in, 
and  I  would  have  missed  a  tremen- 
dous profit.  If  one  of  my  stocks 
gets  overpriced,  I  warn  my  clients 
that  things'  may  be  unpleasant  for  a 
little  while  but  it  will  rise  to  a  new 
peak  later. 

Last  fall  when  Motorola  was  at  an 
alltime  high,  you  wrote  clients:  "I 
believe  this  rise,  while  fully  justi- 
fied by  long-range  fundamentals, 
may  be  premature."  But  you 
didn't  sell  a  share.  However,  you 
sometimes  do  sell  a  stock.  For 
years  Raychem  was  one  of  your 
holdings.  It  no  longer  is. 
If  I  have  a  deep  conviction  about  a 
stock  but  it  has  not  performed  after 
three  years,  I  will  sell  it.  If  I  think 
management  or  the  basic  situation 
has  deteriorated,  I  will  sell. 
Are  you  saying — as  the  One  Deci- 
sion Growth  Stock  folks  said  back 
in  the  1970s — that  price  doesn't 
matter  if  it's  a  great  company? 
Price  does  matter.  You  increase  your 
profit  potential  immensely  if  you  buy 
low.  If  I  buy  at  32  and  the  stock  goes 
to  75, 1  make  a  good  profit.  But  if  I 
buy  at  20  and  it  goes  to  75,  I  make 
a  much  higher  return.  Even  a  great 
company  can  be  priced  too  high  if 
there's  a  lot  of  glamour  attached  to 
it.  In  that  sense,  temporary  bad  news 
about  a  good  company  may  create  a 
buying  opportunity.  It's  my  job  to 
find  unusual  companies  and  then 
judge  whether  the  price  they're  sell- 
ing at  is  too  high. 
The  market  has  been  through  a 
bout  of  technomania.  Nobody 
wants  to  be  left  behind  in  the 
computer/communications  revo- 
lution. But  in  your  books  you 
emphasize  the  quality  of  manage- 
ment is  more  important  than 
what  industry  a  company  is  in. 
I  have  stressed  management,  but 
even  so,  I  haven't  stressed  it  enough. 
It  is  the  most  important  ingredient. 
People  get  excited  about  prospects 
in  this  or  that  colorful  industry  and 
forget  that  attractive  sales  prospects 
are  like  an  open  jar  of  honey.  The 
more  attractive,  the  more  bees. 
Let  me  tell  you  a  story.  In  the 


1920s  a  new  drink  was  introduced. 
Tomato  juice.  It  quickly  developed  a 
sizable  market,  but  the  business  was 
too  easy  to  get  into.  Nobody  ever 
made  any  real  profit  selling  the  stuff. 
Computers  aren't  tomatoes. 
I  had  a  client  who  was  tremendously 
interested  in  the  coming  of  color  TV. 
"Watch  it,  Phil,"  he  told  me.  Well, 
no  American  company  made  impor- 
tant money  from  making  color  TV 
sets.  I  pay  more  attention  to  man- 
agement than  to  the  business  it  is  in. 

I  have  stressed 
management,  but  I 
haven't  stressed  it  enough. 

Wal-Mart  proves  your  point. 
Retailing  is  what  most  people 
think  of  as  a  boring  industry,  yet 
Wal-Mart  was  one  of  the  great 
growth  stocks  of  the  1980s. 
People  overlooked  that  the 
Wal-Mart  people  were  the  first 
in  their  business  to  master  the 
computer,  not  just  as  an  account- 
ing tool  but  as  a  management  and 
marketing  tool. 

Absolutely.  It's  not  what  industry 
you're  in,  it's  what  you're  doing 
right  that  your  rivals  haven't  yet  fig- 
ured out. 

How  about  the  Internet? 

I'm  no  expert,  but  I  think  the  Inter- 
net is  going  to  be  a  considerable  dis- 
appointment to  those  who  are  look- 
ing for  a  market  among  consumers, 
but  it  will  be  highly  successful  for 
businesses  to  deal  with  each  other. 

In  these  things  sometimes  the 
opportunity  may  be  in  keeping  out 
where  others  are  jumping  in.  Change 
creates  opportunities  to  grow,  but  it 
also  creates  opportunities  to  slip. 
It's  a  cliche,  "good  management." 
How  would  you  describe  the 
quality? 

It's  not  just  are  they  doing  the  cur- 
rently fashionable  things  like  quality 
control,  speeding  up  the  cycle 
between  development  and  introduc- 
tion of  new  products.  If  you're  not 
doing  those  things,  you  are  out  of 
business;  that's  rearview-mirror  stuff. 
I  want  to  know:  Who  is  working  on 
the  things  that  others  are  barely 
aware  of?  I  want  companies  that  wel- 
come dissent,  rather  than  stifle  it,  that 
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don't  penalize  people  who  criticize 
what  management  is  doing. 
I  can't  recall  seeing  any  of  that  in 
a  brokerage  report.  Where  does 
one  get  that  kind  of  information? 
The  only  way  I  know  is  to  stick  my 
long  nose  in  and  ask  questions.  And 
use  judgment.  Managements  will  try 
to  answer  my  questions  by  making  a 
fairly  shrewd  guess  at  what  I  want  to 
hear.  I  have  to  figure  out  whether 
they're  answering  with  real  convic- 
tion. The  things  most  companies 
boast  about  are  yesterday's  story. 
Okay,  what  is  tomorrow's? 
Here's  an  example.  With  growth  of 

I  dislike  companies  that 
fire  people  to  make  a  good 
showing  on  earnings. 

two-earner  families,  it's  apparent  that 
companies  that  can  work  out  a  system 
whereby  people  can  pick  their  work 
hours,  that  company  is  going  to  do 
well.  If  I  were  rewriting  my  book,  I 
would  strengthen  the  part  about  how 
important  it  is  to  find  management 
working  on  things  that  are  just  start- 
ing to  have  potential. 
Anything  else  you  would  change 
in  what  you  wrote? 
I  am  proud  of  that  book,  but  there 
are  a  few  things  I  would  add.  I  am 
now  very  interested  in  seeing  how  a 
company  handles  computer  hardware 
and  software.  What  is  the  degree  a 
company  is  using  each  on  new  prod- 
uct development,  inventory  control. 
A  manufacturing  company  with  lead- 


ing edge  software  can  get  a  huge  and 
"probably  permanent  edge  on  compe- 
tition. Outstanding  software  people 
keep  close  contact  across  company 
lines  and  can  learn  more  quickly  of 
developments  that  could  pave  the 
way  for  alliances  or  acquisitions. 
You've  told  us  what  you  like  in  a 
management.  What  turns  you  off? 
Companies  that  are  firing  people 
right  and  left  to  make  a  good  show- 
ing on  their  earnings  statements 
while  two  or  three  top  people  get  big 
boosts  in  their  income.  I  prefer  com- 
panies that  have  taken  the  route  of 
holding  on  to  their  people  by  work- 
ing for  growth  so  there  are  enough 
legitimate  jobs  to  go  around.  These 
will  come  out  enormously  better  than 
some  of  those  that  go  through  four 
or  five  downsizings.  And  I  don't  like 
highly  leveraged  companies,  even  if 
they  are  well  run. 
There  are  darned  few  people 
disciplined  enough  to  invest 
that  way.  What's  the  poor 
investor  to  do? 
They  can  make  this  decision:  Do 
they  want  to  go  into  a  mutual  fund 
and  worship  at  the  shrine  of  diversi- 
fication, or  do  they  want  to  use  a 
rifle  shot  and  pick  out  a  few  good 
investments?  This  is  a  matter  of 
both  knowledge  and  temperament. 
If  you  choose  the  rifle,  where  do 
you  get  the  help  you  need? 
There  are  relatively  few  people  who 
in  my  opinion  have  the  competency 
I  would  want  if  they  were  handling 
my  money.  But  they  can  find  people 
with  a  long-term  outlook. 

There's  a  stockbroker  I  know 


who's  not  especially  perceptive,  but 
he  does  well  for  his  clients.  If  he  puts 
a  client  in  a  stock  and  later  has  to  sell 
it,  this  fellow  is  embarrassed  and  feels 
he's  failed. 

The  reality  is  that  whereas  your 
techniques  are  hard  to  do,  mutual 
funds  are  a  very  convenient  way 
to  invest.  What  would  you  say  to 
the  tens  of  millions  of  mutual 
fund  investors? 

Find  a  fund  that  has  relatively  low 
fees  and  low  turnover,  a  fund  that 
selects  stocks  on  the  basis  of  superior 
management  rather  than  on  price. 
Aid,  finally,  that  doesn't  sell  if  a 
stock  is  temporarily  overpriced  just  to 
make  its  quarterly  results  look  good. 
I  can't  think  of  any  that  fit  that  pro- 
file, but  there  are  some  that  trend  in 
that  direction.  I  have  to  ask  you:  Is 
the  stock  market  too  high? 
A  fellow  asked  me  the  other  day: 
"Phil,  what  do  you  think  the  market's 
going    to    do?"    and    I  replied, 
"Damned  if  I  know,"  and  he  replied, 
"That's  what  I  thought  you'd  say." 
Nevertheless,  it  was  clear,  with  some 
stocks  selling  at  100  times  projected! 
earnings  two  years  out,  that  thei 
market  was  heading  into  trouble. 

I've  a  philosophy  that  whenever 
the  IPO  market  gets  hot  I'll  do  very 
little  buying.  I  own  six  stocks.  I[ 
would  be  willing  to  go  as  high  as  nine 
if  I  could  find  them.  When  the  IPO 
market  has  been  dead  for  a  while,  I 
get  more  aggressive. 

Whether  this  is  the  bottom  or  not, 
I  don't  know.  My  business  is  to  findl 
unusual  companies  and  judge 
whether  the  price  is  too  high.  ■§ 


The  power  of  compounding 


Value  of  $10,000  invested  on  12/31/56  through  7/31/96  (including  reinvested  dividends) 


$5,000 


Ratio  scale  ($thousands) 

Motorola  .w^Atf! 
$3,561  IT* 

S&P  500 

$594 

'57  '62  '67  '72  '77  '82  '87 

Sources:  CRSP,  The  Center  for  Research  in  Security  Prices,  Graduate  School  of  Business,  University  of  Chicago;  Forbes. 


With  dividends 
reinvested,  a 
$10,000  invest- 
ment in  Motorola 
would  have  turned 
into  $3.6  million, 
six  times  the  mar 
ket  return.  Note: 
That  $1,000  figure 
on  page  224 
should  be 
$10,000. 
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Credit  Suisse  Private  Banking 


iave  earned  our  clients'  trust  by  providing  the  services 
would  expect  of  an  exclusive  private  bank  -  like  con- 
lit  personal  contact  between  customer  and  advisor, 
individualised  investment  strategies.  But  Credit  Suisse 


Private  Banking  can  also  draw  on  the  global  intelligence 
capabilities  and  sound  financial  base  of  a  leading  Swiss  full- 
service  bank.  Success  makes  life  easier...  but  also  more 
challenging;  and  we  do  more  to  keep  our  clients  at  the  top. 


Credit  Suisse  Private  Banking 


THE  FUNDS 


Worldwide  view 

As  a  triathlete,  Janus  Worldwide  Fund's  Helen  Hayes 
is  so-so.  As  a  picker  of  international  growth  stocks; 
she  outruns  the  competition. 


By  James  M.  Clash 

"I'm  decidedly  average,"  says 
Helen  Young  Hayes,  34,  describing 
the  results  of  her  bicycling  (28  miles 
in  99  minutes),  swimming  (1  mile  in 
30  minutes),  and  running  (10  kilo- 
meters in  57  minutes).  But  then  the 
triathlon  is  her  hobby,  not  her  career. 

"I  mean,  I'm  not  about  to  quit  my 
day  job,"  she  says.  In  her 
day  job,  she's  a  lot  more 
than  merely  average. 

Since  taking  over  Janus 
Worldwide  Fund  four  years 
ago,  she  has  pummeled 
domestic  and  international 
benchmarks,  leading  her 
straight  to  the  top  of  our 
list  of  international  Best 
Buy  funds  (Aug.  26).  Over 
the  last  three  years  Hayes' 
fund  has  returned  a  com- 
pound annual  average  of 
20.4%,  9.4  points  ahead  of 
Morgan  Stanley's  World 
Index  and  4.8  points  ahead 
of  the  s&P  500. 

Unlike  many  of  her 
world-fund  peers,  Hayes 
starts  with  companies,  not 
countries.  This  often  results 
in  a  geographic  skew.  For 
example,  64%  of  her  assets 
are  now  in  Europe,  double 
the  proportion  in  the  aver- 
age global  fund,  but  only 
14%  are  in  the  U.S.,  about 
one-half  the  norm.  "Mar- 
kets are  more  inefficient  in  ■■■■ 
Europe,  so  I  can  still  find 
undiscovered  companies  that  are 
compelling  bargains,"  she  says  from 
her  Denver  office. 

Hayes  seeks  out  medium-to-large 
firms  with  one  or  more  of  these 
attributes:  significant  exports  (to  pro- 
tect earnings  against  a  home-country 
recession);  high  cash  flow  (earnings 
plus  depreciation)  as  a  percentage  of 
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sales;  low  price/earnings  ratio  in 
comparison  with  the  expected  growth 
rate.  You  can  search  for  these  charac- 
teristics with  a  computer.  The  last 
item  on  the  list  can't  be  chosen  by 
computer:  good  management.  Hayes 
spends  12  weeks  a  year  on  the  road. 
Barco,  a  Belgian  maker  of  high-end 


Janus  Worldwide's  Helen  Young  Hayes 

At  34,  an  average  triathlete,  but  a  worldwise  stock  picker. 


video  projection  and  display  systems, 
is  one  of  the  largest  of  Hayes'  195 
holdings,  taking  up  1.5%  of  World- 
wide's portfolio.  Hayes  first  bought 
Barco  a  year  ago  at  the  U.S.  equiva- 
lent of  $103  a  share.  The  stock  now 
trades  at  $173,  but  Hayes  says  it's 
still  cheap,  with  an  expected  growth 
rate  of  26%  yet  a  forward  price/earn- 


ings ratio  of  only  16. 

Securitas,  headquartered  in  Stock- 
holm, provides  security  equipment 
and  guards  to  European  companies. 
Since  May  1994,  when  Hayes  first 
bought  in,  Securitas  has  nearly  dou- 
bled, to  24.  No  great  bargain  now, 
but  Hayes  is  not  unloading.  The 
company  is  a  leader  in  the  trend 
toward  outsourcing  that  is  just  begin- 
ning in  Europe.  Even  at  a  5%  premi- 
um of  p/e  over  growth,  she  says  it's 
still  cheap  compared  with  the  U.S. 
market. 

On  her  short  list  of  U.S.  holdings 
is  Alco  Standard,  which  wholesales 
paper  and  sells,  leases  and  services 
office  copiers.  In  May  the  company 
was  trading  in  the  mid-60s.  On  dis- 
appointing earnings  during  the 
market  slump  in  July,  the  stock  fell  to 
40.  Hayes  began  buying; 
today  it's  up  to  46.  Thei 
company  is  planning  a| 
spinoff  of  its  paper  distri- 
bution business.  Hayes 
predicts  that  the  disman- 
tled company  will  trade  at 
a  combined  $55  per  pres- 
ent Alco  share. 

Like  many  high-per 
forming  funds,  Worldwide 
recently  has  seen  huge 
infusions  of  cash — some 
$1.9  billion  since  the 
beginning  of  the  year, 
bringing  its  assets  to  $3.9 
billion.  Size  could  cramp 
Hayes'  style  a  bit.  Her 
fund  family's  flagship  Janus 
Fund  earned  a  reputation 
more  than  a  decade  ago 
with  smallish  stocks  and  a 
small  asset  base;  it  has  since 
ballooned  to  $14.5  billion 
and  veered  off  into  larger 
companies.  The  results  are 
still  superior,  but  not  stun- 
ning as  they  once  were. 

Despite  this  risk,  World- 
wide is  an  excellent  fund 
for  anyone  bullish  on 
stocks  globally  but  growing  edgy 
about  the  U.S.  market.  There's  no 
sales  charge,  as  with  all  Janus  funds, 
and  annual  expenses  are  a  decent 
1.2%.  If  you  don't  want  the  U.S. 
exposure,  Hayes  also  runs  the  newer 
$530  million  Janus  Overseas,  a  no- 
load  similar  to  Worldwide  but  with 
fewer  U.S.  holdings.  JKM 
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THE  FUNDS 

Capital  preservationist 

Copley  Fund  has  two  main  objectives:  Avoid  risk  and  avoid  taxes. 
It  does  both  brilliantly. 


By  Thomas  Easton 


Irving  Levine,  Copley  Fund 

Unique  formula:  A  pocketbook  business  keeps  money  in  your  pocket. 


Berkshire  Hathaway  is  the  best- 
known  investment  company  to 
emerge  from  the  battered  textile  mills 
of  Fall  River,  Mass.,  but  it  is  not  the 
only  one.  In  a  turn-of-the-century 
granite  building  not  far  from  the  old 
Berkshire  headquarters,  Irving 
Levine,  74,  runs  a  small,  conservative 
fund  with  a  most  unusual  sideline. 
The  fund  is  in  the  business  of  whole- 
saling imported  handbags. 

A  fund/handbag  operation?  Don't 
snicker.  Levine's  no-load  Copley 
Fund  has  turned  in  a  quite  respectable 
performance.  It's  an  attractive  propo- 
sition for  any  investor  who's  risk- 
averse  and  tax-averse — and  who  isn't? 

Copley  is  not  the  right  fund  for  a 


swinger.  Forbes  rates  Copley  an  A+ 
for  bear-market  performance,  but  F 
for  bull  markets.  Its  $72  million  port- 
folio is  mostly  invested  in  dividend- 
heavy  electric  utility  and  telephone 
company  stocks. 

Levine  points  out  that  no  one  can 
predict  the  stock  market,  but  anyone 
can  cash  a  dividend  check.  "Under- 
neath it  all,  no  one  really  knows  what 
the  stock  market  will  do — how  it  will 
feel  about  a  company,"  says  Levine. 
"Only  dividends  put  a  floor  under  the 
share  price."  It  works.  In  the  early 
summer  hiccup,  when  even  the  con- 
servative Janus  Fund  fell  7.4%, 
Copley  was  up  1.5%. 

If  you  do  want  a  defensive  fund, 


there's  another  reason  why  you 
ought  to  take  a  look  at  this  one:  It's 
very  tax  efficient.  Most  funds  pay  out 
a  lot  of  capita!  gain  and/or  income 
distributions,  on  which  shareholders 
have  to  pay  tax.  This  one  doesn't.  It 
reinvests  profits  in  the  fund,  so  that 
the  entire  return  takes  the  form  of  a 
growth  in  the  fund's  net  asset  value 
per  share.  You  owe  tax  only  if  and 
when  you  redeem  shares.  Moreover, 
when  you  redeem  after  holding  at 
least  a  year,  you  owe  tax  at  the  favor- 
able capital  gain  rate. 

How  does  Levine  pull  off  this  tax- 
minimizing  strategy?  Other  mutual 
funds  pay  no  corporate  income  tax, 
but  are  required  to  distribute  their 
capital  gains  and  dividends  and  inter- 
est income  to  fund  shareholders. 
Copley  chooses  not  to  be  taxed  as  a 
mutual  fund.  Instead,  it  chooses  to 
be  taxed  as  an  industrial  corporation, 
like  Berkshire  Hathaway.  Like  Berk- 
shire, it  can  exclude  70%  of  its  divi- 
dend income  from  taxation.  (The 
theory  behind  this  exclusion  is  that 
dividends  represent  profits  that  have 
already  been  subjected  to  corporate 
income  tax.)  Copley  also  deducts  its 
overhead,  1%  of  assets  annually.  With 
a  low  portfolio  turnover,  it  doesn't 
have  much  in  the  way  of  corporate 
capital  gain  taxes  to  worry  about.  Put 
all  this  together,  and  you  have  a  fund 
that  pays  a  bit  of  corporate  income 
tax  but  spares  its  shareholders  from 
tax  liability. 

Clever,  isn't  it?  Those  fat  dividends 
from  Union  Electric  (yield,  7%)  and 
Detroit  Edison  (8%)  get  magically 
transformed  into  capital  appreciation, 
on  which  tax  is  deferred. 

Why  don't  all  funds  set  themselves 
up  this  way?  Because  the  Internal 
Revenue  Service  has  a  trap  called  the 
accumulated  earnings  tax.  In  effect, 
the  tax  says  that  it's  okay  for  a  com- 
pany like  Microsoft  to  pile  up  profits 
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iNTERNATIOHAL  INVESTING 


Sterling  values 

While  Continental  stocks  have  been  racing  ahead, 
British  stocks  have  been  sitting  on  the  sidelines. 
Soon  it  may  be  Britain's  turn. 


in  the  bank  and  never  pay  a  divi- 
dend, but  it's  not  okay  for  an  invest- 
ment company  to  do  that.  Berkshire 
Hathaway  escapes  the  rule  because  it 
has  a  lot  of  industrial  sidelines  (can- 
dies, shoes  and  whatnot).  Copley's 
out  is  the  little  handbag  business,  on 
which  it  nets  maybe  $10,000  a  year, 
maybe  a  bit  more,  on  sales  of  $3 
million.  IRS  agents  have  challenged 
Copley's  arrangement  in  audits, 
but — so  far,  at  least — have  always 
backed  down. 

There  are  several  de  facto  invest- 
ment companies  that,  like  Berkshire 
Hathaway,  are  taxed  as  industrial 
companies.  Copley  appears  to  be  the 
only  open-end  fund  taxed  that  way. 

The  diversion  into  leather  came 
naturally  to  Levine.  He  used  to  be  a 
handbag  manufacturer,  employing 
500  workers  in  another  granite-faced 
factory  in  Fall  River.  He  sold  the 
business  in  1965  to  become  a  tennis 
bum.  After  tiring  of  play,  he  took  the 
proceeds  and  started  a  second  career 
as  a  money  manager.  Copley  opened 
for  business  in  1978.  Main  objective: 
preserving  the  capital  generated  by 
the  leather.  Hence  the  conservative 
portfolio:  He  and  his  wife  own  7%  of 
the  shares. 

Let's  look  at  some  performance 
numbers.  Over  the  past  three  market 
cycles  (since  July  1984),  Copley's 
12%  annual  gains  trailed  the  Janus 
Fund's  16%.  Those  are  pretax  num- 
bers, however.  After  tax,  the  Copley 
return  is  the  same  12%,  while  Janus' 
return  shrinks  to  13%.  (We  assume 
tax  brackets  on  fund  distributions  for 
an  upper-middle-income  investor, 
but  deduct  no  taxes  for  unrealized 
appreciation  at  the  end  of  the 
period.) 

A  lot  of  investors  overlook  taxes 
because  most  fund  ratings  do  not 
take  them  into  account.  "When  the 
fund  results  come  out,  you  don't 
know  what  return  you  really  get," 
says  Levine.  "With  my  fund  you  do." 

If  you  like  utility  stocks  but  don't 
like  paying  tax  on  the  dividends,  this 
fund  makes  a  lot  of  sense.  One  cau- 
tion: There  is  a  remote  risk  that  the 
IRS  will  some  day  force  the  fund  to 
pay  out  a  fat  dividend  equal  to  its 
accumulated  earnings  (about  28%  of 
net  assets).  If  that  happens,  you 
could  offset  some,  but  not  all,  of 
your  tax  damage  by  redeeming.  WM 


By  John  H.  Christy 

In  the  first  half  of  the  year,  Spain, 
Italy  and  France  made  double-digit 
gains  for  dollar  investors.  Valuations 
on  the  Continent  are  starting  to  look 
a  little  bloated.  The  French  market 
sells  for  52  times  trailing  earnings. 
Germany's  market,  28  times.  These 
prices  already  discount  an  economic 
recovery  on  the  Continent. 

The  U.K.  is  a  different  story.  Large 
British  stocks  have  had  a  mere  1% 
gain  in  dollar  terms  year-to-date  and 
go  for  14  times  earnings.  British 
stocks  have  an  average  yield  of  4.2%. 
That's  nearly  double  what  you  get  on 
the  s&p  500  or  Morgan  Stanley's 
international  index. 

What's  holding  this  market  back? 
Investors  are  worried  about  a  Labor 
Party  victory  in  the  next  general 
election.  In  earlier  terms  in  office, 
Labor  all  but  destroyed  the  British 
economy.  But  the  prices  already  dis- 
count a  great  deal  of  bad  political 
news.  There  is  a  fair  chance  the 
Laborites  will  put  prosperity  over 
ideology.  The  British  economy  is, 
thanks  to  reforms  instituted  by  Mar- 
Cheaper  in  the  U.K. 

Company/business 


garet  Thatcher,  one  of  the  strongest 
in  Europe.  John  Praveen,  senior 
international  economist  at  Merrill 
Lynch,  thinks  that  the  U.K.,  which 
grew  at  2.5%  in  1995,  will  almost 
match  that  this  year  and  then  rise  by 
4%  in  1997. 

More  than  50  American  Deposi- 
tary Receipts  for  British  stocks  are 
listed  on  U.S.  exchanges,  and  others 
trade  o-t-c.  Joel  Fischer,  senior  oil 
industry  analyst  with  Burnham  Secu- 
rities, likes  British  Petroleum,  pre- 
dicting a  12%  gain  in  earnings  this 
year,  to  $8.50  per  ADR.  William 
Young,  who  follows  the  chemical 
industry  for  Donaldson,  Lufkin  & 
Jenrette,  likes  Imperial  Chemical 
Industries:  "The  company  has  so 
much  cash  they  don't  know  what  to 
do  with  it." 

Nervous  about  investing  in  indi- 
vidual stocks?  Consider  the  U.K. 
World  Equity  Benchmark  Share, 
which  trades  on  the  American  Stock 
Exchange  and  is  designed  to  track  the 
performance  of  the  Morgan  Stanley 
United  Kingdom  index.  MM 


Prices  as  of  8/29. 

Sources:  Morgan  Stanley  Capital  International  via  OneScurce  Information  Services;  IBES  Express;  Forbes. 


Most  of  these  British  firms  are,  or  own,  household  names. 

Most  have  P/Es  lower  than  the  U.S.  average.  All  are  available  as  ADRs. 


Recent  Earnings  per  ADR: 
ADR  12-month  1997 
price      trailing  estimated 


Price-to-  Dividend  Revenues 
earnings      yield  ($bil) 

1997 
estimated 


Abbey  National/banking 

2VA 

$1.63 

$1.94 

10.6 

4.1% 

$11.1 

Bass/beverages 

2M 

1.43 

1.67 

15.6 

3.5 

7.2 

British  Petroleum/energy 

IM 

7.50 

8.31 

14.1 

3.3 

57.0 

Glaxo  Wellcome/health,  pers  care 

2M 

1.57 

1.87 

15.2 

4.1 

16.6 

Guinness/beverages 

38% 

2.61 

2.82 

136 

3.8 

7.4 

Hillsdown  Holding/food,  house  prods 

lift 

0.89 

1.08 

11.0 

6.3 

5.5 

Imperial  Chemical  Inds/chemicals 

49^ 

4.70 

5.58 

8.9 

4.7 

16.2 

National  Power/utility 

33K 

3.25 

3.46 

9.7 

5.3 

6.2 

Rank  Organisation/leisure,  tourism 

m 

0.85 

1.22 

11.8 

3.7 

4.1 

RTZ/metals 

4.13 

•4.63 

13.1 

3.4 

9.3 

Unilever/food,  house  prods 

m 

4.99 

5.96 

13.6 

2.8 

49.7 
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At  Praxair,  the  Big  Bang  is  considered  the  Golden  Age  of  new  product  development. 
Hydrogen,  oxygen,  krypton  and  other  elements  were  created  during  that  distant 
ra.  Of  course,  Praxair  doesn't  hold  patents  on  any  of  them.  But  we've  been  awarded 
lousands  of  patents  on  technologies  that  convert ^^^^  gases  into  solutions  for 
ur  customers. 

The  steel  and  glass 
ldustries  use  oxygen  for  ^  m  m . 

leaner,  more  efficient 
roduction  processes, 
rypton  works  wonders 
1  lasers,  lighting  and 
lermal  windows.  As  for 

ydrogen,  we've  teamed  with  scientists  who  hope  to  turn  it  into  the  fuel 
f  the  next  century.  (A  hydrogen  engine's  only  emission  is  pure  water.) 

We  also  apply  our  ingenuity  to  other  gases.  We're  the  world's 
iggest  supplier  of  carbon  dioxide,  which  plays  a  key  role  in  the  food 
tid  beverage  industry.  And  helium  isn't  just  for  balloons.  It's  essential 
)r  medical  imaging  machines  and  deep-sea  diving  safety. 

This  is  how  we've  become  a  world  leader  in  industrial  gases,  with  annual  sales 
yer  $4  billion  and  growing.  Praxair  uses  the  basic  molecules  to  help  our  customers 
rosper  in  the  global  marketplace,  an  environment  that's  fiercely  competitive— yet 
:ologically  uncompromising. 


"THE  BIG  BANG 

Astronomers  now 
date  the  origin  of  the 
universe  at  roughly 
15,000,000,000  B.C. 
It's  been  expanding 
ever  since.  So,  in 
recent  years,  has 
Praxair. 


PRAXAIR 


AKING     OUR     PLANET    MORE  PRODUCTIVE. 

>  r  more  information:  1  -  8  0  0  -  P  R  A  X  A  I  R       e-mail:  info@praxair.com  http://www.praxair.com 

©1996  PRAXAIR  INC 


i^aUXEll  l^aUXELl  IwOUXElI  l^aUXEll  IwdUXEll 

U  M  'mi  mi  mm 

Its  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  back  in  the  early  1000s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we  re  well-balanced  to  meet  the  needs  of 

the  ^^lUCEIi 


For  more  information  on  ALLTEL,  call  (o01)  6b  1  -8009 
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BY  JOHN  H.  CHRISTY 


Real  estate  investment  trusts,  which 
currently  yield  an  average  of  7.7%, 
may  be  worth  a  look  for  those 
investors  who  are  concerned  about 
volatility  in  corporate  stocks.  One 
advocate  of  REITs  is  Samuel  Lieber, 
who  oversees  $370  million  in  real 
estate-related  stocks  for  Evergreen 
Asset  Management,  a  Purchase,  N.Y. 
firm.  Among  the  real  estate  invest- 
ment trusts  favored  by  Lieber  is  San 
Clemente,  Calif-based  Sunstone 
Hotel  Investors,  an  owner  of  West 
Coast  hotels.  Sunstone  pays  a  9.1% 
cash  yield,  and  at  a  recent  price  of 
$10  a  share,  this  REIT  sells  for  just  9 
times  Lieber's  estimate  of  funds  avail- 
able for  distribution  to  investors  in 
1997.  According  to  Lieber,  the  aver- 
age REIT  sells  for  1 1  times  this  bench- 
mark. Lieber  thinks  Sunstone's  divi- 
dend can  increase  as  much  as  10% 
over  the  next  12  months. 


The  overall  market 


Special  focus 


Detroit  is  making  greater  demands  on  its 
suppliers  and  this  is  prompting  consoli- 
dation of  auto  equipment  manufactur- 
ers. Example:  Hayes  Wheels  Interna- 
tional just  merged  with  Motor  Wheel 
Corp.  The  eight  auto  parts  firms  below 
have  relatively  low  debt  levels  and  sell  for 
14  times  or  less  than  estimated  1996 
profits.  They  may  be  merger  candidates. 


The  right  parts 


Company 

Recent 
price 

1996 
est  P/E 

Borg-Warner  Automotive 

373/» 

11 

Breed  Technologies 

255/s 

11* 

Excel  Industries 

157/8 

10 

Intermet 

12 

9 

Modine  Mfg 

26  Vs 

12 

Simpson  Industries 

10 

11 

AO  Smith 

24  Va 

8 

Superior  Industries  Intl 

23  Vz 

14 

4000 
3600 
3200 
2800 
2400 

2000 

1600 


The  Barra  All-US  price  index  as  of  8/29/96 

Market  value:  $7,797.3  billion 
P/E:  20.2 

P/E  minus  negative  EPS:  16.8 
Price/book:  3.3 
Yield:  1.9% 


12-month  closeup 

„„„„  BBarra  index 

3900  -j200-day  moving  ivevaje 


Performance 

Last  4  weeks 
Since  12/31/95 


Price     Total  return 

1.9  %  2.1  % 

6.7  8.0 


1200 

'86    '87  '88 

•89    '90  '91 

'92    '93    '94  '95 

'96 

S  0  N  D  J 

'95 

F  M  A  M  J   J  A 

■96 

Closeup  on  the  markets 

Index  or  investment 

%  change  from 

 2-week  change  

1  YBdl  dgU 

Barra  All-US  index 

0.0  % 

14.2  % 

-4.4% 

S&P/Barra  Growth  index1 

-1.1  |_ 

21.4 

-3.0 

S&P/Barra  Value  index 

-0.1 

L 

18.2 

-3.4 

Dow  Jones  industrials 

-0.3 

22.5 

-2.3 

S&P  500 

-0.7 

1 

17.0 

-3.1 

NYSE 

-0.2 

■ 

17.0 

-2.9 

Nasdaq 

0.9 

12.2 

-8.3 

PSE  Tech  100 3 

1.6 

J  3.5 

-10.5 

EAFE" 

-O.l 

L 

6.6 

-4.2 

CRB  futures  index56 

0.4 

4.0 

-4.6 

Gold  (Comex  spot) 

0.4 

1.4 

-6.5 

Yen 6  (per  $US) 

0.5 

mi 

11.4 

-12.6 

Oil  (W  Texas  Intermediate) 

1.1 

■ 

24.2 

-10.3 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors6 


2-week 

1996 

2-week 

1996 

Best  Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Griffin  Gaming  &  Entertainment  19- 

61% 

$1.33 

FoxMeyer  Health 

4 

-50% 

$-1.30 

Structural  Dynamics  Research  27  Va 

55 

0.99 

Aetrium 

10 

-36 

1.35 

Checkfree                     16  7/8 

52 

-0.18* 

Jenny  Craig 

11  Vs 

-27 

0.99* 

CasTech  Aluminum  Group       20  3/s 

51 

1.64 

SDL 

19V8 

-26 

0.72 

Cable  Design  Technologies  35 

39 

1.38 

Cyrk 

10 

-25 

0.25 

  Wlli  llll 

2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Aluminum 

3.3% 

7.3% 

Trucking 

-4.2% 

-36.2% 

Apparel,  textiles 

3.1 

34.2 

Telephone 

-3.9 

-12.7 

Business  equip 

3.1 

22.8 

Photographic,  optical 

-3.5 

7.4 

Supermarkets 

2.5 

16.8 

Containers 

-3.0 

13.2 

Air  transport 

2.4 

-3.2 

Iron  &  steel 

-2.4 

-12.7 

Sources:  Value  Line  Database  Service  via  OneSource 
Information  Services;  IBES  Express. 

Note:  Data  for  period  ending  8/29/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  -'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (ad|usted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  ""Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  *  1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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SHE  FORBES/ iBES  REPORT  m  EARNINGS  FORECASTS 


S&P  500  P/E*  vs.  Treasury  bondt 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


Forecasting  the  S&P  500 


■90    -91    '92    '93     '94  '95 


*P/E  is  the  recent  price  of  the  S&P  500  divided  by 
estimated  earnings  over  the  next  12  months, 
tlnverted  yield  to  maturity  for  ten-year  Treasury 

bond. 


1.50 


1.00 


0.50 


0.00 


Year 

Estimated 
P/E 

%  change 
current  est 
vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1995' 

17.7 

NA 

19.0% 

1996 

16.2 

-1.1% 

8.7 

1997 

14.3 

-1.5 

13.4 

SONDJ    FMAMJJ  A 
1995  1996 


1996  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 

natural  gas  gold  mining 

securities  brokerage  aluminum  &  copper 

auto  mfg  publishing 

airlines  trucking 

apparel  HMOs 


BY  SHLOMO  Z.  REIFMAN 


There  were  plenty  of  red  faces  when  second-quarter  cor- 
porate earnings  were  reported.  Joseph  Abbott  is  an  assis- 
tant vice  president  at  IBES  International,  Inc.,  a  New  York- 
based  outfit  that  tabulates  consensus  estimates  on  5,300 
U.S.  corporations.  He  notes  that  of  the  488  s&P  500 
companies  that  have  already  reported  second-quarter 
results,  61%  beat  their  consensus  forecasts,  an  unusually 
high  number.  "During  periods  of  sustained  economic 
growth,  positive  surprises  for  quarterly  earnings  normal- 
ly range  between  54%  and  56%,"  says  Abbott. 


But  the  analysts  are  not  scurrying  back  to  their 
spreadsheets  to  raise  their  estimates  for  the  rest  of  this 
year.  To  the  contrary,  since  June  the  third  quarter  con- 
sensus forecast  for  the  s&P  500  fell  from  $10.40  to 
$10.24  per  s&P  "share."  For  all  of  1996,  the  estimate 
for  s&P  500  earnings  has  been  whittled  by  5%  over  the 
last  eight  months,  to  $40.94  a  share.  If  this  estimate 
holds,  1996  s&P  500  profits  will  show  an  increase  of  9% 
over  1995  results.  In  1995  the  composite's  earnings 
rose  19%. 


Who's  hot 

Greatest  increase  in  estimates  over  the  past  three  months 

1995' 

1998  EPS  estimate- 

3-month 

Company/industry 

EPS 

recent 

s-month  change 

P/E 

price  change 

Reason 

Comstock  Resources/oil  &  gas 

$-0.07 

$0.91 

124% 

13 

81% 

Higher  oil  &  gas  production  &  prices 

Parker&  Parsley/oil  &  gas 

-0.53 

1.02 

87 

25 

Higher  oil  &  gas  production  &  prices 

Georgia-Pacific/forest  products 

11.28 

2.17 

86 

35 

3 

Second  quarter  profits  above  forecasts 

St  Mary  Land  &  Exploration/oil  &  gas 

0.31 

0.80 

83 

19 

-14 

Higher  oil  &  gas  production  &  prices 

WHX/steel 

2.17 

0.88 

72 

12 

-1 

Increase  in  sheet  steel  prices  &  market  share 

Who's  not 

Greatest  decrease  in  estimates  over  the  past  three  months 

1995' 

1996  EPS  estimate 

3-month 

Company/industry 

EPS 

recent 

3-month  change 

P/E 

price  change 

Reason 

Progress  Software/software 

$1.40 

$0.56 

-35% 

28 

-7% 

Declining  sales  of  database  &  programming  software 

Commonwealth  Aluminum/aluminum 

2.96 

0.96 

-35 

17 

Lower  sales  of  aluminum  sheet  products 

Reynolds  Metals/aluminum 

5.35 

3.06 

-35 

18 

-2 

Slumping  aluminum  prices 

Giddings  &  Lewis/machinery 

1.03 

0.90 

-32 

15 

-26 

Decline  in  sales  &  margins  for  precision  machinery 

Stratus  Computers/computers 

1.57 

1.84 

-29 

10 

-28 

Decline  in  sales  growth 

Note:  Data  for  period  5/28/96  through  8/27/96.  Actual. 

NA:  not  applicable.  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  for 

earnings  from  continuing  operations.  Forecasts  are  Wall  Street  consensus  estimates  from  2,500  security  analysts.  Source:  IBES  Inc. 
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INVESTMENT 


r R A D E  OPPORTUNITIES 


FINANCE 


The  Third  Annual  Conference 

On  the  Opportunities  for  Trade,  Investment  and  Finance  Generated 
by  South  and  Central  American  New  Business  Landscape 

November  6-3,  1 996 
The  Waldorf-Astoria,  New  York  City 

tain  leaders  of  government,  business  and  finance  from  Latin  America,  the  US  and  other  countries  to 
^change  information  on  lucrative  business  opportunities,  financing  strategies,  joint-venture  techniques 
ind  to  forge  mutually  beneficial  alliances.  Participate  in  a  diversity  of  discussion  with  economic  and 
inance  ministers,  senior  government  officials,  strategic  planners,  institutional  investors,  developers, 
>roject  sponsors,  bankers  and  entrepreneurs  from  many  countries  involved  in  Latin  America. 


sampling  of  expected  business  and  government  leaders  on  the  program  this  year  are: 


■I.E.  Pedro  Malan,  Minister  of  Finance,  Brazil 

..  Enrique  Garcia,  President,  Andean  Development  Corporation 

■I.E.  Guillermo  Ortiz,  Minister  of  Finance,  Mexico 

■I.E.  Eduardo  Aninat,  Minister  of  Finance,  Chile 

harles  K.  Gifford,  President  &  Chief  Executive  Officer,  Bank  of  Boston 
iebecca  Mark,  Chairman,  Enron  Development  Corp. 
Jteve  Forbes,  President  &  Chief  Executive  Officer,  FORBES  Magazine 


sessions  will  be: 


i3 

•  oundtable  of  Central  Bank  Presidents 
he  Impact  of  the  U.S.  National  Election  on  Latin  America 
)oing  Business  in  Mercosur 

-low  the  Central  American  Markets  Are  Reducing  Risks  For  Foreign  Investors 
business  Opportunities  In  Brazil 

■merging  Market  Investment  Banking  -  Navigating  the  Issues  &  Investments 
financing  the  Mid-Market  Deal 
Strategies  for  Success  in  Privatized  Sectors 
Opportunities  in  Structured  Trade  Financing 
nternational  Financial  Institution  Programs  for  Latin  America 
atin  American  Telecom  -  Challenges  Ahead. ..Regulatory  and  Financing 
.atin  American  Telecom  -  Technologies  and  Infrastructure 
/lining  in  Latin  America 

ntegrated  Energy  and  Financing  Energy  Projects 
)ealing  with  Currency  Stability  and  Risks 
'ipeline  Projects 

'rivate  Prisons  in  Latin  America:  A  Concept  Whose  Time  Has  Come 
process  Industries 
Mean  Water 

Opportunities  in  Wastewater  Projects 
Virport  Projects,  and  many  more. 


THE  LATIN  AMERICAN  MARKET 
—   m  — 
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Please  Send  Information  On  □  Attending  the  conference 
□  Participating  as  a  sponsor 


November  6-8,  1996  The  Waldorf-Astoria  NYC 

□  Mr.  DMs. 


Mail  to: 

Latin  American  Market  '96 
c/o  Joan  Hall  &  Assoc.,  LLC 
140  Sherman  Street 
Fairfield.  CT  06430 


Or  Fax  to: 
(203)  319-3631 

Or  Call: 

(203) 319-3630  or 
(800)  547-6276 


Or  E-Mail  to: 
JHA140@aol.com 


First  Name  _  Middle  Initial  _   Last  Name 


Title  

Company 
Address 


City 
Tel 


State 
Fax 


Zip  Code 


 Country  

for  Phone  and  Fax,  please  include  country  code  and  city  code 
ELAM96  E  1 


Created  in 
Participation  with: 

The  World  Bank 
The  Inter-American 

Development  Bank 
The  Export-Import  Bank 

The  Overseas  Private 
Investment  Corporation 

The  International  Finance 

Corporation 
Argentine-American 

Chamber  of  Commerce 
Brazilian-American 

Chamber  of  Commerce 
Colombian  American 

Association 
Ecuadorean  American 

Association 
North  American-Chilean 

Chamber  of  Commerce 
Paraguayan-American 

Chamber  of  Commerce 
Uruguay-U.S.  Chamber  of 

Commerce 
United  States-Mexico 

Chamber  of  Commerce 
Venezuelan  American 

Association 

Presented  in 
Association  with: 

Airports  Group,  International 
Apostel  &  Co. 

A.W.T.  Compagnie  Generate 

des  Eaux 
Bank  of  Boston 
Bechtel  Enterprises,  Inc. 
Bradley,  Arant,  Rose  &  White 
Commercial  Arbitration  and 

Mediation  Center  of  the 

Americas  (CAMCA) 
Continental  Airlines 
Coopers  &  Lybrand 
Deutsche  Morgan  Grenfell 
Donaldson,  Lufkin  &  Jenrette 
Enron  Development  Corp. 
GE  Capital 

Global  View  Health  Network 
Goldman  Sachs  &  Co. 
Grupo  Mexicano  de 

Desarrollo 
Hill  International,  Inc. 
International  Water,  Ltd. 
Kelley  Drye  &  Warren  LLP 
KPMG  Peat  Marwick  LLP 
Lucent  Technologies 
McDermott,  Will  &  Emery 
Mayer,  Brown  &  Piatt 
Pepper,  Hamilton  &  Scheetz 
Placer  Dome  Latin  America  Ltd. 
Rotondo  Weirich  Inc. 
Stone  &  Webster  Engineering 

Corporation 
United  Infrastructure 

Company 
Willis  Corroon  Construction 
YPF 


STREETWALKER 


BY  RIVA  ATLAS 


Battered  assets 

Tempted  to  buy  tobacco 

"^^^  stocks  after  their  recent 
slide?  Careful,  says  Salomon  Broth- 
ers analyst  Diana  Temple.  She's 
bearish  on  Philip  Morris  (mo)  and 
RJR  Nabisco  Holdings  (rn),  but 
likes  Loews  Corp.  (ltr). 

Loews,  controlled  by  the  Tisch 
family,  owns  Lorillard  tobacco. 
Unlike  RJR  and  Philip  Morris,  Loril- 
lard sells  no  cigarettes  overseas;  that 
makes  it  most  vulnerable  to  U.S. 
lawsuits  and  legislation. 

No  problem,  says  Temple.  At  a 
recent  74%,  the  price  of  the  stock 
gives  a  negative  value  to  the  tobacco 
business,  valuing  the  shares  at  a  12% 
discount  to  their  asset  value. 

Loews'  holdings  in  two  public 
firms,  insurer  CNA  Financial  (cna) 
and  oil  and  gas  driller  Diamond 

Unisys  watch 

Greenway  Partners,  the 
$500  million  hedge  fund, 
is  known  for  lighting  fires  under 
tired  managements.  Run  by  Alfred 
Kingsley  and  Gary  Duberstein — 
former  lieutenants  of  Carl  Icahn — 
its  activism  led  to  the  breakup  of 
U.S.  Shoe  last  year,  at  a  $40  million 
gain  to  Greenway. 

When  we  last  checked  on  Green- 
way (Forbes,  Feb.  12),  the  fund  was 
urging  Wool  worth  Corp.  (z)  and 
Unisys  Corp.  (uis)  to  spin  off  assets. 
Given  Greenway's  record,  we  urged 
readers  to  buy  these  stocks.  Did  the 
advice  pay? 

In  Woolworth's  case,  yes,  but  no 
thanks  to  Greenway.  Its  proposal 
that  Woolworth  spin  off  its  Foot 
Locker  stores  got  only  15%  of  the 
shareholder  vote.  But,  at  a  recent 
21%,  Woolworth's  stock  is  up  over 
100%  since  the  proposal  was 
announced.  Woolworth  earned  17 
cents  a  share  in  the  lune  quarter, 
versus  a  9-cent  loss  in  1995.  Street- 
walker hears  that  Greenway  still 
owns  Woolworth — which  accounts 
for  a  third  of  its  assets — and  thinks 
the  stock's  worth  in  the  mid-30s. 

Unisys?  At  a  recent  6,  shares  of 
the  fund's  second-largest  position 
are  down  slightly.  The  company 


Offshore  (do),  are  worth  $61  a 
share.  As  of  Dec.  30,  Loews  had 
$21  a  share  in  cash.  Privately  held 
Bulova  watch  and  Loews  Hotels 
have  a  combined  book  value  of  $3 
a  share. 

Adding  it  all  up,  the  market  is 
valuing  Loews'  tobacco  business  at 
a  negative  $10  a  share.  In  contrast, 
Temple  estimates  Philip  Morris'  and 
RjR's  domestic  tobacco  operations 
are  valued  at  $1.45  and  negative 
$3.67  a  share,  respectively. 

Temple  hesitates  to  value  Loews' 
tobacco  assets  now.  But  if  you  think 
the  U.S.  tobacco  industry  will  be 
around  for  a  while,  Loews  is  a  steal. 
If  Loews'  Lorillard  is  worth  just 
eight  times  estimated  1996  profits, 
the  stock's  worth  another  $26  a 
share.  That  translates  to  a  potential 
gain  of  48%. 


makes  mainframes  and  other  com- 
puter technology;  it  also  has  mainte- 
nance and  consulting  units.  Green- 
way would  like  to  see  its  three 
divisions  trade  separately. 

Greenway's  proposal  got  just  30% 
of  the  vote  at  the  annual  meeting  in 
April.  But  Unisys'  profits  fell  87%  in 
the  second  quarter,  partly  because 
of  delays  in  rolling  out  a  new  line  of 
mainframes  aimed  at  boosting 
Unisys'  falling  market  share. 

Impatient  to  cash  in,  Greenway 
would  like  to  oust  Unisys  Chief 
Executive  lames  Unruh.  Greenway 
contacted  turnaround  heavy  Albert 
Dunlap  as  a  possible  replacement, 
but  he  went  to  Sunbeam. 


Disconnect 

An  Aug.  27  press  release 
from  Nasdaq-traded  Opti- 
cal Cable  Corp.  (occf)  reminds 
Streetwalker  why  shorting  stocks 
remains  dangerous,  even  in  a  weak 
market.  Noting  that  27%  of  the  float 
in  the  stock  has  been  shorted,  the 
release  says:  "Long-term  sharehold- 
ers [can]  reduce  short-sellers'  activi- 
ty by  asking  their  brokers  to  mail 
back  their  stock  certificates."  Man- 
agement says  it  got  this  tip  from 
Forbes'  July  29,  1996  cover  story 


"Taking  investors  for  a  ride." 

The  company,  which  makes  fiber- 
optic cables,  tried  to  come  public 
last  October,  but  underwriters 
Unterberg  Harris  and  Piper  Jaffray 
couldn't  breathe  life  into  the  shares. 
Never  mind.  Chief  Executive 
Robert  Kopstein  did  a  self-under- 
writing in  April  at  a  split-adjusted 
$2.50.  The  stock  roared  to  $34  fol- 
lowing the  IPO,  thanks  to  optimistic 
on-line  chatter  from  Kopstein.  Even 
at  a  recent  $17,  it  trades  at  18  times 
1995  sales  and  40  times  book  value. 


That  gives  OCCF,  which  competes 
with  AT&T,  Siemens  and  Corning,  a 
$658  million  market  capitalization. 
A  perfect  short?  Not  in  a  market  still 
susceptible  to  squeezes.  Tempting, 
but  dangerous. 

-Gretchen  Morgenson 

Bermuda  long 

At  Sea  Containers,  Ltd.'s 
"^^^  annual  meeting  in  June, 
investors  wanted  to  know  what 
management  was  doing  to  raise  the 
price  of  its  stock  (scr/a).  At  a 
recent  181/:,  the  NYSE- listed  shares 
trade  below  book  value  and  at  nine 
times  estimated  1996  profits. 

Why  so  cheap?  Few  analysts  track 
the  $800  million  (estimated  sales) 
firm  because  of  its  wide  business 
mix.  Bermuda-based  Sea  Containers 
leases  shipping  containers,  runs  pas- 
senger ferries  and  rails,  owns  luxury 
hotels  and  restaurants. 

A  rare  analyst  who  follows  the 
company,  James  Dowling  of  Furman 
Selz  is  bullish  on  Sea  Containers.  In 
March  the  company  won  a  seven- 
year  franchise  to  run  a  British  pas- 
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senger  railway  linking  Scotland  and 
London.  Costing  no  money  down 
and  $30  million  in  capital  improve- 
ments payable  over  its  term,  the 
franchise  should  add  72  cents  to 
earnings  of  $2.65  in  1997— up  38% 
from  estimated  1996  earnings.  This 
alone  should  push  the  stock  to  29,  a 
57%  gain. 

-Bruce  Upbin 

Thermo  ploy 

Thermo  Electron  Corp. 
(tmo)  acts  like  a  venture 
capital  firm;  since  1983  it  has  spun 
off  16  technology  companies 
(Forbes,  Oct.  9,  1995).  In  a  weak 
market  for  tech  stocks,  its  shares  are 
up  10%  year  to  date,  to  38. 

Investors  uncomfortable  paying 
what  amounts  to  28  times  estimated 
1996  profits  for  NYSE-listed  Thermo 
have  an  alternative:  a  new  and  gim- 
micky closed-end  fund,  Thermo 
Opportunity  (tmf),  which  trades  on 
the  American.  Offered  to  the  public 
at  1 5  in  August,  the  fund  will — get 
this — invest  at  least  65%  of  its  $21 
million  in  assets  in  Thermo's  past 
spinoffs. 

The  fund's  a  better  opportunity 
for  manager  Brundage,  Story  and 
Rose  than  for  investors.  It  has  a 
heft)'  1 .6%  expense  ratio,  and 
Brundage  owns  0.6%  of  Thermo 
Electron  for  its  other  clients. 
Because  Thermo  keeps  majority 
interests  in  all  of  its  offspring,  the 
stock  could  get  a  boost  from  money 
pouring  into  its  thinly  traded  spin- 
offs. Avoid  it.  Why  pay  a  hefty  man- 
agement fee  when  you  could  buy 
the  underlying  stocks  yourself?  WM 
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New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles   San  Francisco    Mexico    Hong  Kong 

http://www.juliusbaer.com 


Education? 
Retirement? 
Peace  of  Mind? 

You  have  your 
reasons. 


Whether  it's  for  education, 
retirement  or  simply  for  the 
peace  of  mind  that  comes  from 
knowing  your  money  will  be 
there  when  you  need  it. 

Ask  your  employer  or  banker 
about  saving  with 
U.S.  Savings  Bonds. 
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A  long-term  bear 
turns  bullish 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria, 
Va. -based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 
hfd@delphi.com 


In  a  late  August  telephone  hot  line  to  sub- 
scribers, Dan  Sullivan  turned  aggressively  bull- 
ish on  the  stock  market.  Like  many  of  the  top- 
performing  letters,  Sullivan's  had  been  out  of 
the  stock  market  for  over  a  year — in  his  case, 
since  April  1994. 

Kind  of  late,  isn't  it?  Contrarians  will 
pounce  on  Sullivan's  buy  signal  as  yet  more 
evidence  of  a  bull  market  top:  By  one  reckon- 
ing, the  bull  market  ends  when  the  last  bear 
throws  in  the  towel.  But  I'm  not  so  sure  this 
applies  in  the  case  of  Sullivan. 

It's  important  to  understand  Sullivan's 
strategy.  He  shares  with  several  of  the  top-per- 
forming letters — such  as  Louis  Navellier's  MPT 
Review  and  James  Collins'  ore  Insight — a 
penchant  for  high  relative  strength  stocks. 
This  is  based  on  the  idea  that  stocks  that  out- 
perform the  market  are  likely  to  continue 
doing  so.  What  sets  Sullivan's  strategy  apart  is 
that  he  is  unwilling  to  tolerate  the  extreme 
volatility  that  such  stocks  typically  exhibit.  He 
is  acutely  aware  that  high  relative  strength 
stocks  are  among  the  biggest  casualties  during 
market  declines. 

Take  Navellier  and  Collins,  both  of  whose 
model  portfolios  are  kept  fully  invested  at  ail 
times.  Their  portfolios  dropped  40%  during 
and  after  the  crash  of  1987.  In  contrast,  Sulli- 
van tries  to  combine  relative  strength  stocks 
with  a  market  timing  system  that  keeps  risk 
low.  It's  this  strategy  that  has  kept  him  out  of 
the  market  since  early  1994. 

He  simply  felt  that  the  risks  associated  with 
high  relative  strength  stocks  were  too  great 
from  early  1994  through  the  summer  of 
1996.  This  caution  made  him  miss  the  great 
1995  market,  but  it  spared  his  followers  a 
heck  of  a  lot  of  volatility. 

Sullivan  has  the  long-term  record  to  prove 
his  approach  works:  Even  after  missing  out  on 
most  of  the  last  2000  dji  points,  Sullivan 
remains  ahead  of  a  buy-and-hold  since  mid- 
1980,  15.6%  annualized,  versus  14.9%  for  the 
Wilshire  5000. 

So  why  has  Sullivan  turned  bullish?  He 
does  so  whenever  two  of  the  three  timing 
models  he  uses  go  on  buy  signals.  Two  cur- 
rently are  bullish:  his  Monetary  Model,  which 
turned  positive  on  Aug.  5,  and  his  Trend 
Model,  which  turned  positive  on  Aug.  22. 
The  former  is  bullish  because  of  the  recent 


decline  in  interest  rates,  while  the  latter  is 
bullish  because  of  the  strong  stock  market 
uptrend  since  the  July  lows. 

The  lone  bearish  model  among  Sullivan's 
three  is  what  he  calls  his  Long  Term  Momen- 
tum Model,  which  has  been  bearish  since 
April  1994.  He  will  go  back  on  a  sell  signal 
whenever  two  of  his  three  models  are  in  nega- 
tive mode. 

Sullivan  derived  his  approach  to  market 
timing  from  hands-on  experience  rather  than 
from  ivory  tower  theorizing.  Though  he 
briefly  studied  business  in  college,  he  was  run- 
ning a  liquor  store  when  his  interest  in  the 
stock  market  led  him  to  start  his  letter  in 
1969.  This  may  appear  to  be  an  odd  back- 
ground for  an  investment  adviser,  but  it  does 
not  surprise  me:  My  work  has  shown  over  and 
over  again  that  the  top  long-term  performers 
have  eclectic  pasts.  M.B.A.  degrees  and  doc- 
torates in  economics  are  no  guarantee  that 
their  owners  will  be  great  stock  pickers  or 
market  timers. 

The  Chartist  \s  one  of  the  longer-lived  let- 
ters currently,  one  of  the  very  few  of  today 
that  were  published  during  the  1973-74  bear 
market.  Sullivan  must  be  doing  something 
right  to  have  loyal  subscribers  over  so  long 
and  varied  a  period.  Moreover,  Sullivan  is  any- 
thing but  a  self-promoter.  In  my  16  years  of 

Dan  Sullivan  must  be  doing 
something  right  to  have 
loyal  subscribers  over  so 
long  and  varied  a  period. 


tracking  the  industry,  I  have  never  seen  Sulli- 
van scheduled  to  speak  at  an  investment  semi- 
nar, nor  have  I  ever  seen  him  on  a  television 
show.  He  lets  his  record  speak  for  itself.  It 
speaks  quite  eloquendy. 

Which  stocks  does  Sullivan  currently 
like?  He  recommended  13  new  positions 
the  day  he  issued  his  buy  signal.  They  are: 
American  Home  Products  (recent  price,  59); 
BankAmerica  (77);  BMC  Software  (76,  o-t-c); 
Boeing  (91);  Cisco  Systems  (54,  o-t-c);  Coca- 
Cola  (51);  Computer  Associates  (54);  Gillette 
(64);  Johnson  &  Johnson  (49);  Microsoft 
(123,  o-t-c);  Nationsbank  (84);  Nike 
(108);  and  PeopleSoft  (76,  o-t-c).  ■ 
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POINT 


Commerzbank's  focus  on  German 
and  European  economic  issues 


ui  an  upswing  111  ijjj/^vjw,  ftjui 

inflation  rates  rising,  which  will 
make  it  more  difficult  and  more 
costly  for  the  ECB  to  earn  the 
requisite  credibility. 

Although  the  D-mark  had 
already  become  the  world's  sec- 
ond international  currency  by 
the  1970's,  its  share  in  currency 
reserves  and  foreign-exchange 
trading  has  not  notably  in- 
creased since  then.  Nonetheless, 
the  high  level  of  acceptance 
enjoyed  by  the  D-mark  world- 


ir    i  r  1 1_      l i 


countries  maintain  smaller 
reserves,  the  dollar's  share  will 
expand,  since  the  assets  previ- 
ously held  in  the  currencies  of 
other  EU  countries,  above  all  in 
D-marks,  will  automatically  be 
converted  into  euros.  In  addition, 
these  central  banks  might  swap 
D-mark  reserves  for  dollars, 
which  will  benefit  the  US  curren- 
cy. At  the  same  time,  though,  the 
euro  will  supplant  the  dollar  to 
some  extent  at  non-EU  central 
banks,  which  will  offset  these 


Percentage  share  of  selected  currencies  in  official  reserves 


rhe  euro  - 

serious  competition 

for  the  dollar? 


Jp  to  now,  the  new  European  currency,  which  will  be 
aunched  in  just  over  two  years'  time,  has  mainly  been 
liscussed  in  terms  of  its  impact  within  Europe.  By  con- 
rast,  its  potential  consequences  for  the  relative  strengths 
>f  the  major  international  currencies  have  attracted  less 
ittention.  Will  the  euro,  in  fact,  undermine  the  dominant 
tosition  of  the  US  dollar?  While  this  is  unlikely,  over  the 
nedium  term  -  assuming  the  promised  degree  of  stability 
s  realized  -  it  will  be  much  better  placed  to  challenge  the 
ireenback  than  the  D-mark  is  now. 


The  extent  to  which  the  euro  is 
used  internationally  will  hinge 
upon  how  quickly  the  European 
central  bank  (ECB)  manages  to 
establish  anti-inflationary  cre- 
dentials comparable  to  those  of 
the  Bundesbank.  Among  other 
things,  this  will  depend  upon 
how  strictly  the  convergence  cri- 
teria are  applied;  on  whether  fis- 
cal prudence  is  underpinned 
more  soundly  in  stage  three  of 
Emu;  and  last  but  not  least  on 
the  phase  reached  in  the  Europe- 
an business  cycle  when  the  euro 
is  introduced.  There  are  good 
reasons  to  believe  that  Western 
Europe  will  be  in  the  late  phase 
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wide  has  enabled  German  firms 
to  use  their  home  currency  in 
80%  of  their  export  contracts. 

In  itself,  the  introduction  of  the 
euro  will  not  seriously  affect  the 
shares  of  the  currencies  used  in 
international  trade.  Initially,  its 
weight  will  be  scarcely  greater 
than  that  of  the  sum  of  the  cur- 
rencies of  the  Emu  countries. 
The  euro  will  only  begin  to  nar- 
row the  gap  with  the  dollar  once 
it  is  employed  by  third  countries 
-  for  example,  the  states  of  Cen- 
tral and  Eastern  Europe. 

In  the  long  run.  Western 
Europe  will  need  less  in  the  way 
of  reserves  once  Emu  is  launched. 
Its  statutes  call  for  the  ECB  to 
start  with  currency  reserves 
equivalent  to  no  more  than  50 
billion  euros  -  only  about  a  fifth 
of  the  combined  holdings  of  the 
EUs  central  banks  today. 


effects;  over  time  this  will  prob- 
ably more  than  make  up  for  the 
boost  given  the  dollar  by  the 
replacement  of  the  D-mark  by 
the  euro. 

If  the  euro  becomes  "at  least 
as  strong  as  the  D-mark"-  the 
standard  claim  of  German  offi- 
cials -  its  international  role, 
especially  for  private  invest- 
ments, will  no  doubt  be  greater 
than  that  of  the  D-mark,  tending 
to  make  it  strong  against  the  dol- 
lar, yen,  Swiss  franc  and  other 
non-EU  currencies,  which  EU 
exporters  will  look  upon  as  a 
mixed  blessing. 

For  more  information  about 
Commerzbank's  broad 
scope  of  research  capabili- 
ties and  financial  services, 
just  contact  the  bank's 
head  office  in  Frankfurt. 
Fax  +496913  62-98  05 
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Greed,  audacity 
and  timing 


BY  MARTIN  SO 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York 
and  author  of 
Silent  Investor, 
Silent  Loser. 


Ron  Perelman's  Consolidated  Cigar  opus  is 
a  stunning  demonstration  of  the  feral  attrib- 
utes of  greed,  audacity  and  impeccable  timing. 
Nearly  5  million  shares  of  CIG  changed  hands 
on  its  Big  Board  debut,  about  the  size  of  its 
offering.  CIG  closed  up  5,  at  28.  The  public  is 
panting  for  anything  to  do  with  luxury  goods. 
While  Wal-Mart  struggles,  the  luxury  goods 
operators  wax  fat  on  the  accelerating  wealth  of 
the  top  decile  of  the  world's  income  pyramid. 

Last  year  Perelman  brought  Revlon  public 
at  a  fair  price,  considering  its  renewed 
momentum.  A  year  later,  the  stock  rests  com- 
fortably above  its  offering  price.  Not  exactly  a 
home  run,  but  no  disaster.  Consolidated 
Cigar  is  another  matter.  Slated  to  go  public  at 
between  18  and  21,  it  was  upped  to  23,  nearly 
20  times  next  year's  earnings  prospects.  This 
is  as  far  north  as  you  can  price  an  offering  and 
still  keep  a  straight  face. 

I  rank  Perelman  a  first-class,  hands-on  oper- 
ator of  acquired  properties.  Fleshing  out  his 
broadcasting  property,  New  World  Communi- 
cations, from  the  ground  up,  he  deserves 
every  penny  made  from  its  pending  sale  to 
Murdoch's  News  Corp. 

Perelman's  sleight  of  hand 
in  the  Consolidated  Cigar 
offering  is  pure  Houdini. 


I'm  not  sure  how  Perelman  got  to  Con 
Cigar — many  years  ago.  Was  this  a  trophy 
play  by  a  cigar  aficionado  comparable  to  the 
Rothschild  family's  buying  first-growth 
domains  in  Bordeaux  a  century  ago? 
Perelman's  buy  of  Consolidated  Cigar  pre- 
ceded the  yuppiesville  trend  of  rising  con- 
sumption of  premium  cigars.  Today  he  sits 
with  $700  million  in  capitalized  value  on  a 
company  that  has  already  given  him  back  in 
dividends  more  than  he  paid  for  it. 

My  problem  with  Perelman  is  not  with  the 
fundamentals  of  the  company  but  with  his 
obsessive  greed.  The  proceeds  of  CIG  under- 
writing, over  $100  million,  go  to  Perelman's 
holding  company,  Mafco,  not  to  Con  Cigar. 
On  top  of  that,  Con  Cigar  is  issuing  a  promis- 
sory note  for  $70  million  to  Perelman, 
increasing  its  indebtedness  to  $187  million. 
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This  ain't  petty  cash  for  a  company  with  nega- 
tive net  worth  and  1997  earning  power  of, 
say,  $30  million.  Con  Cigar  is  capitalized 
higher  than  Disney,  at  13  times  next  year's 
enterprise  value.  Culbro,  which  owns  General 
Cigar,  the  second-biggest  operator,  is  much 
cheaper,  but  rapidly  closing  the  valuation  gap. 

Perelman's  sleight  of  hand  is  pure  Houdini. 
The  vanishing  act  is  performed  on  the  public. 
After  Perelman  takes  his  cash  and  note,  anoth- 
er 3  million  shares  are  optioned  to  manage- 
ment, 10%  of  the  capitalization.  Perelman 
takes  500,000  of  those.  Add  another  10%  or 
more  in  prospective  cash  bonus  payments  to 
management,  annually.  Perelman  already  owns 
85%  of  the  pie,  so  taking  options  further 
reduces — to  near  invisibility — the  sliver  left  for 
the  public  shareholders.  Consolidated  Cigar  is 
the  latest  in  a  covey  of  high-priced  underwrit- 
ings  embracing  luxury  goods.  Gucci  sells  for 
20  times  next  year's  earnings.  Saks,  Donna 
Karan,  the  Mondavi  winery  are  close. 

During  the  mid-Eighties  there  was  a  com- 
parable run  on  luxe.  It  embraced  champagne, 
Louis  Vuitton  luggage,  Head  tennis  rackets, 
Rossignol  skis  and  Napa  Valley  wineries. 
Hambrecht  &  Quist  then  brought  public 
Chalone,  a  great  Napa  chardonnay,  but  noth- 
ing filtered  down  to  the  bottom  line  for  share- 
holders. There  is  today  a  surplus  of  cham- 
pagne, tennis  rackets  and  ski  manufacturers. 

Perelman  has  more  wind  at  his  back  than 
tennis  rackets,  designer  jeans  and  champagne. 
Cigar  smokers  are  coming  out  of  the  closet. 
The  25-  to  45-year-olds  are  lighting  up  $3 
premiums.  Con  Cigar's  revenues  are  growing 
at  a  30%  clip.  Jack  Kennedy  smoked  his  becho- 
a-mano  Havanas  in  private.  What  else  could 
he  do  with  Cuban  imports  embargoed?  Holly- 
wood heavyweights  like  Arnold  Schwarzeneg- 
ger are  splashed  on  the  cover  of  Cigar  Afi- 
cionado. Its  publisher,  Marvin  Shanken,  was 
the  winning  bidder  of  jfk's  humidor — for 
$575,000.  Perelman,  cold  to  the  press,  gave 
Shanken  a  full-length  interview  before  he 
brought  Revlon  public.  Cigar  Aficionado  \s 
probably  worth  five  multiple  points  on  the 
valuation  of  Consolidated  Cigar. 

Pereleman's  CIG  deal  is  in  a  class  with  that 
of  the  Prince  of  Hype,  Donald  Trump's 
restructuring  of  his  Atlantic  City  properties. 
Never  underestimate  the  intelligence  of  a  pig. 

MTS  and  Atalanta/Sosnoff  own  shares  in 
Culbro  and  Mafco.  ■§ 
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A  new  approach  to 
low-P/E  investing 


BY  DAVID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


The  second  generation  of  contrarian  strate- 
gies has  arrived.  In  studies  ranging  over  five 
decades,  the  first  generation  showed  that 
buying  the  lowest  p/e,  price-to-book  and 
price-to-cash-flow  stocks  whipped  the  market. 
These  strategies  have  their  roots  in  the  fact 
that  investors  are  much  too  optimistic  about 
supposed  winners  and  too  pessimistic  about 
stocks  with  seemingly  so-so  oudooks. 

Is  this  also  true  within  industries?  That  is, 
do  investors  tend  to  pay  too  much  for  the 
favored  companies  in  an  industry  and  too 
little  for  the  apparent  also-rans?  To  find  out, 
I  undertook  a  study  in  collaboration  with 
Eric  Lufkin,  a  converted  astrophysicist  who  is 
now  applying  his  knowledge  to  markets.  We 
measured  the  average  return  of  the  20%  of 
lowest  and  highest  p/es  across  44  industries 
over  25  years  (ending  on  Dec.  31,  1995). 
The  sample  was  made  up  of  the  1,500  largest 
companies  on  the  Compustat  database  by 
market  capitalization.  Each  industry  was 
divided  into  five  equal  groups  strictly  accord- 
ing to  p/e  multiple.  As  the  table  shows,  what 
is  true  of  stocks  as  a  whole  is  equally  true 
within  industries:  The  cheap  stocks  tend  to 
be  too  cheap,  the  dear  stocks  too  dear. 

Buying  the  lowest  20%  of  p/es  in  each  of 
the  44  industry  groups  resulted  in  a  18% 
annual  return  on  average  over  the  entire  25- 
year  period — almost  as  good  as  if  you  were  to 
buy  the  lowest  quintile  of  the  entire  market. 
This  18%  return  compares  with  the  market's 
15%  annual  return.  It  compares  even  more 
favorably  with  the  12.4%  you  would  have 
earned  for  the  highest  p/e  group  in  each 
industry. 

The  bottom  line  is  that  we  can  use  a  low- 
p/e  strategy  within  industries  as  confidendy  as 

Buying  an  industry's  outcasts 


for  the  overall  market.  We  also  found  the 
results  for  the  other  contrarian  yardsticks 
(price-to-cash-flow,  price-to-book  and  price- 
to-dividends)  yielded  very  similar  results. 

What  about  bear  markets?  Are  you  annihi- 
lated in  low- p/e  stocks  in  a  down  market? 
Here's  what  we  found:  Buying  1ow-p/e  stocks 
across  industries,  whether  they  were  in  phar- 
maceuticals or  insurance,  proved  to  be  a  good 
defense  when  the  bear  prowled.  Over  those 
25  years,  the  lowest  p/e  groups  across  indus- 
tries declined  6.3%  on  average,  compared  with 

Low-P/E  strategy 

works  within  industries  as  well  as 

for  the  overall  market 


7.2%  for  the  market  in  quarters  when  the 
market  was  down.  The  highest  multiples  in 
each  industry  fell  8.6%. 

This  suggests  a  desirable  new  version  of  the 
low-P/E  strategy:  Instead  of  simply  buying  the 
cheapest  quintile  in  the  market,  you  can  get 
better  diversification  by  buying  the  low  p/es 
across  industries.  You  will  get  the  same  advan- 
tage in  either  case:  The  surprises  will  work  for 
you  rather  than  against  you. 

The  study  is  available  to  readers  through 
my  office  for  postage  and  handling  charges  of 
$2.  Address:  3  Harding  Road,  Red  Bank,  N.J. 
07701. 

Here  are  a  number  of  cheap  stocks  in  a 
group  of  industries  I  would  look  at  today: 
AT&T (52)  p/e  15  (on  1996  estimates),  yield 
2.5%;  First  Union  (63),  p/e  11,  yield  3.6%; 
Texas  Instruments  (46),  p/e  11  ,  yield  1.5%; 
General  Electric  (83),  p/e  20,  yield  2.2%; 
Qiiaker  Oats  (33),  p/e  23  (on  1996  esti- 
mates), yield  3.5%.  WM 


 Annual 

return  

Quarterly 

Industry 

Absolute 

bear  market 

relative  P/Es' 

P/Es2 

return3 

Lowest  P/E  quintile 

18.0% 

18.8% 

-6.3% 

Highest  P/E  quintile 

12.4 

12.5 

-8.6 

Market  average 

15.1 

15.1 

-7.2 

70%  of  lowest  (highest)  p/es  within  44  industry  groups, 
marketplace. '  Average  return  in  down  quarters. 
Source:  Dreman  Foundation. 


20%  of  lowest  (highest)  p/es  in 


Here  is  a  profitable  new  approach 
to  low-P/E  investing  based  on  buying 
the  cheapest  stocks  in  each  industry 
rather  than  the  overall  market. 
Owning  the  lowest-P/E  stocks 
in  44  industries  between  1970 
and  1995  easily  beat  the  averages. 
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Four  for 
the  price 
of  one 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford,  Conn.- 
based  STI 
Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


A  FURTHER  ADVANCE  of  just  four  points  in  its 
stock  would  make  Coca-Cola  the  most  valu- 
able business  in  the  world.  Right  now  in 
market  value  Coke  is  a  close  second  only  to 
General  Electric. 

Coke  is  priced  today  at  37.2  times  1996 
estimated  earnings  of  $1.39  and  31.6  times 
1997  estimated  earnings  of  $1.64.  By  way  of 
comparison,  the  s&P  500  is  selling  at  16.2 
and  15.4  times,  respectively. 

This  lofty  position  reflects  an  extraordinary 
business  accomplishment  but  makes  the 
stock,  in  my  view,  substantially  overpriced.  It 
looks  to  me  like  dead  money  and  is  now  enti- 
tled to  "the  pause  that  refreshes." 

I  would  switch  out  of  Coke  into  any  or  all 
of  these  five  other  Dow  stocks:  American 
Express  (45),  Boeing  (90),  Du  Pont  (83), 
Eastman  Kodak  (73)  and  Walt  Disney  (57). 

American  Express  has  gone  through  a 
major  overhaul,  narrowing  the  company's 
focus  on  the  faster  and  more  predictable 
businesses  of  travel  and  money  management. 
New  management  has  substantially  reduced 
costs.  Even  though  the  company  has 
changed  dramatically,  the  valuation  has  not. 
The  stock  looks  like  a  real  bargain  at  12.7 
times  projected  1996  earnings  of  $3.55  and 
11.1  times  1997  earnings  of  $4.05.  The 
stock  deserves  at  least  a  market  multiple, 
which  would  lift  the  shares  to  well  over  50. 

The  time  to  own  Boeing  is  when  orders 
are  coming  in.  Once  orders  have  peaked,  it's 
time  to  get  out.  It  looks  to  me  like  we  are 
about  halfway  into  this  aircraft  order  cycle, 
which  means  that  it  can  continue  for  at  least 
another  year  or  two.  Since  earnings  lag  the 
order  cycle,  they  can  be  quite  misleading  as  a 
valuation  tool.  When  the  stock  looks  cheap- 
est on  earnings,  it  should  be  sold,  since 
orders  have  peaked  and  are  headed  down. 
The  converse  is  also  true — buy  when  the 
stock  looks  rich  on  an  earnings  basis.  My 
target  price  is  110. 

This  is  the  third  time  this  year  I  am  recom- 
mending Du  Pont.  It  is  a  restructuring  story 
that  has  yet  to  happen.  I  believe  it  will,  since 
the  major  stumbling  block  represented  by 


the  Seagram  warrants  has  been  removed  with 
the  company's  recent  repurchase  of  the  war- 
rants from  MCA.  The  pieces  to  be  spun  off  or 
sold  include  Conoco  and  the  imaging  and 
coal  businesses,  which  in  my  view  are  worth 
more  than  the  whole.  In  the  next  year  the 
stock  could  easily  reach  95. 

The  time  to  own 
Boeing  is  when  orders 
are  coming  in. 


The  Eastman  Kodak  story  is  a  simple  one. 
New  management  is  finally  streamlining  and 
refocusing  the  company.  In  the  process,  earn- 
ings are  back  on  the  growth  track.  The  stock 
looks  attractive  at  16.6  times  1996  projected 
earnings  of  $4.40  and  14.6  times  1997  earn- 
ings of  $5.  This  high-quality  growth  compa- 
ny deserves  to  sell  at  a  premium  to  the 
market  and  should  reach  my  target  price  of 
85  in  the  next  year. 

Walt  Disney  is  down  almost  20%  from  this 
year's  high.  This  decline  reflects  disappoint- 
ment with  its  latest  movie  releases  and  the 
dilution  resulting  from  the  Capital 
Cities/ABC  merger.  The  bad  news  is  out,  and 
the  stock  looks  attractive  here  for  what  is 
arguably  the  best-positioned  media  and 
entertainment  company  in  the  world. 

Longer  term,  Disney  will  benefit  from  the 
integration  of  its  Capital  Cities/ABC  acquisi- 
tion and  its  new  movie  releases  (101  Dalma- 
tians). Profit  margins  should  widen,  allowing 
earnings  growth  to  accelerate  to  a  rate  of 
more  than  20%.  Based  on  the  September 
1997  fiscal  earnings  estimate  of  $2.70,  the 
stock  should  trade  at  its  historical  multiple  of 
25  times  earnings.  My  target  price  is  67. 

Here's  something  to  think  about:  Coke's 
current  market  capitalization  is  $129  billion, 
which  is  more  than  the  combined  market 
caps  of  American  Express,  Boeing,  Du  Pont 
and  Kodak.  Coke's  a  great  company,  but 
come  on  now,  can  it  really  be  worth  as  much 
as  these  other  four  great  American  names 
combined?  Hi 
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Good  bond  funds 
and  bad 


BY  DAUID  P.  GOLDMAN 


David  P.  Goldman  is 
president  of  SG  Capital 
Management  Ltd., 
a  New  York  money 
manager. 


Want  to  put  some  money  in  fixed  income? 

These  are  good  buys  right  now:  Ginnie 
Maes,  junk- bond  funds  and  short-term 
income  funds  invested  in  Asian  currencies 
like  the  Thai  baht,  the  Indonesian  rupiah  and 
the  Philippine  peso. 

These  are  bad  buys:  high-grade  corporate 
bond  funds  and  diversified  worldwide  funds 
that  buy  bonds  with  high  credit  ratings. 

Why  are  high-grade  bond  funds  a  bad  bet 
right  now?  The  reason  is  simple.  High-grade 
bonds  pay  just  a  smidgen  more  than  Trea- 
surys.  When  you  get  through  paying  the 
fund  expenses,  you  may  be  left  with  less  than 
you  could  have  earned  buying  Treasury  secu- 
rities directly. 

If  you  want  top  quality,  then  stick  to  Trea- 
surys.  I  believe  inflation  risk  is  low,  so  that 
Treasury  bond  prices  are  more  likely  to  rise 
than  fall  over  the  long  term.  Might  as  well 
take  advantage  of  it.  For  Treasurys  you  don't 
need  a  mutual  fund. 

High-grade  corporates  offer  less  yield 
pickup,  or  spread,  over  Treasurys  than  at  any 
time  in  the  past  20  years.  That  makes  them 
risky.  If  corporate  spreads  widen,  corporate 
bond  prices  fall  relative  to  Treasurys.  In 
short,  right  now  corporates,  even  the  best  of 
them,  are  much  riskier  than  Treasurys. 

Some  junk  funds,  in  contrast,  do  pay  their 
own  way.  That  is,  the  yields  on  the  paper 
they  own  are  high  enough  to  cover  the  cost 
of  professional  management  and  still  leave 
more  for  you  than  you  could  have  earned  on 
Treasurys.  Besides,  choosing  among  junk 
bonds  takes  more  skill  than  buying  Trea- 
surys. That  skill  is  worth  paying  for.  So  is  the 
diversification.  A  good  junk  fund  may  have 
100  or  more  different  issues,  and,  given  the 
chance  of  default  in  these  bonds,  you  want  as 
much  diversity  as  possible. 

Mutual  fund  companies  pitch  world  bond 
funds  with  a  diversification  story.  Don't  put 
all  your  fixed-income  eggs  in  the  American 
basket,  they  argue.  That's  a  good  idea  whose 
time  has  come  and  gone.  Most  of  the  major 
bond  markets  now  move  in  virtual  lockstep, 
so  diversification  is  an  illusion.  In  fact, 
returns  to  the  average  U.S.  bond  fund  have 
matched  those  of  the  average  world  bond 
fund,  as  follows:  world  bonds,  year  to  date, 
3%,  three-year  compound  annual  return,  6%; 


multisector  bond  (U.S.  only),  year  to  date, 
2%,  three-year  return,  6%.  (Source:  Stock- 
Smart,  an  independent  research  firm  in 
Dallas.) 

If  you  want  a  high-grade  bond  with  more 
yield  than  Treasurys,  consider  Fannie  Mae, 
Freddie  Mac  or  Ginnie  Mae  mortgage  pass- 
throughs  with  a  coupon  of  6.5%,  backed  by 

I  would  recommend 
switching  to  a  fund 
specializing  in  Asian  bonds, 
particularly  local 
currency  issues. 


30-year  home  mortgages  with  a  7%  coupon. 
Ginnie  Maes  have  a  U.S.  government  guar- 
antee, and  Fannie  Mae  and  Freddie  Mac 
bonds  carry  a  triple-A  rating.  These,  howev- 
er, have  a  disadvantage  for  those  people  who 
live  in  states  with  high  local  income  taxes: 
Unlike  Treasurys,  they  are  not  exempt  from 
those  taxes. 

In  my  Apr.  24,  1995  column  I  urged 
investors  to  buy  emerging  market  bonds  with 
then  ridiculous  yields  of  up  to  25%  for 
government  credits  and  even  more  for  cor- 
porate bonds.  I  hope  that  you  took  my 
advice.  Latin  Eurobonds,  according  to  J. P. 
Morgan's  index,  have  nearly  doubled  in  price 
from  their  March  1995  low.  Latin 
Eurobonds  now  offer  little  more  yield  than 
American  junk. 

If  you  bought  Latin  bonds,  trade  out.  If 
you  are  willing  to  take  on  some  exchange 
risk,  I  would  recommend  switching  to  a 
fund  specializing  in  Asian  bonds,  particularly 
local  currency  issues.  Several  new  Asian  local 
currency  funds  have  opened  for  business  in 
the  past  couple  of  months.  They  are  too 
fresh  to  show  much  of  a  record,  but  the 
prospects  are  outstanding.  Growing 
economies  and  stable  currencies  make 
Southeast  Asia  the  world's  best  high-yield 
play.  As  for  the  exchange  risk,  I  believe  that 
the  higher  yields  and  appreciation  potential 
more  than  compensate. 

The  bond  market  is  as  big  and  broad  and 
varied  as  the  stock  market  these  days.  Like 
the  stock  market,  it  offers  good  buys  and 
bad.  Pick  carefully.  ■■ 
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be  there... 
WILL  YOU? 
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UNLOCKING  CORPORATE  CAPABILITIES  THROUGH  INTRANET 


AN  EXCLUSIVE 
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December  2-4,  1996 
The  Bell  Harbor  International 
Conference  Center  and 
The  Four  Seasons 
Olympic  Hotel 
Seattle,  Washington 
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5TERLING 
SOFTWARE 


FEATURED  SPEAKERS  INCLUDE: 

Zvi  Alon,  Chairman,  President  &  CEO,  NetManage,  Inc. 
Gaston  Bastiaens,  President  &  CEO,  Quarterdeck  Corporation 
Todd  Carlson,  CIO,  EDS  Corporation 
Daniel  Case,  President,  Hambrecht  &  Quist 
Brian  Forbes,  Vice  President,  Operations,  Inacom 
Chris  Gibbons,  General  Manager,  Enterprise  Computing,  former  CIO 

Microsoft  Corporation 
Vinita  Gupta,  Chairman  and  CEO,  Digital  Link  Corporation 
Peter  van  Kamp,  Vice  President,  Network  Services,  CompuServe,  Inc 
Edward  Koepfler,  President  and  CEO,  Interleaf,  Inc. 
Sheldon  Laube,  Founder  &  CTO,  U.S.  Web  Corporation 
Philip  M.  Lemoine,  Vice  President,  Research  &  Technology, 

The  Boeing  Company 
Jonathan  Nelson,  CEO,  Organic  Online 
William  J.  Raduchel,  Vice  President,  Corporate  Planning  and 

Development,  CIO,  Sun  Microsystems 
John  Tomka,  Vice  President  and  CIO,  AT&T  American  Transtech,  Inc. 
Dave  Wright,  Executive  Vice  President,  Amdahl  Corp. 

PLUS  A  KEYNOTE  PRESENTATION  FROM: 

Steve  Forbes, 

President  and  Editor-in-Chief, 
Forbes  Magazine 


his  is  your  prime  opportunity  to  join  your  peers  in  learning 

how  to  leverage  the  power  of  intranets  to  redefine  corporate  strategy 


ISSUES  COVERED  INCLUDE: 


Strategy: 

How  are  databases,  servers  and  storage  systems,  net- 
works, and  software  evolving  to  meet  corporate  IS  needs? 

Vill  intranet  technologies  replace  groupware  applications? 

low  can  intranets  revolutionize  business  processes  and 
trategy? 

Vhen  will  intranets  be  able  to  handle  high-volume  data- 
>ase  requests  and  mission-critical  transactions? 

se  Study:  Rolling  Out  an  Intranet 

etting  the  buy-in  of  non-technology  senior 
nanagement 

Vssessing  the  company's  intranet  needs 

'utting  the  right  team  in  place 

iambling  on  technologies  and  systems  that  grow  with 
our  company 

ntegrating  new  systems  into  the  installed  base 
Jnderstanding  hidden  costs  over  the  long-term 
utting  the  data  to  work  in  strategic  business  decisions 
Making  the  intranet  and  corporate  database  compatible 
Paving  the  way  for  electronic  commerce 

ectronic  Commerce 

A/hat  role  are  intranets  playing  in  the  evolution  toward 
electronic  commerce? 

A/hat  are  the  latest  developments  in  enabling  software? 

How  are  existing  on-line  businesses  overcoming  security 
ssues? 

A/hich  business-to-business  transactions  are  safe  to 
employ  now? 

How  will  electronic  commerce  re-invent  organizational 
structure  and  the  traditional  supply  chain? 

A/ill  the  "public  key"  method  become  the  standard  for 
r'uture  encryption  technology? 


Remote  Access 

•  Who  determines  what  information  the  field  really  needs? 

•  How  do  corporations  train  users  to  make  the  most  of  it? 

•  As  the  field  applications  for  the  intranet  grow,  how  is  it 
best  utilized  for  delivering  just-in-time  training  and 
information? 

•  If  the  intranet  is  to  be  adapted  for  remote  users,  what 
precautions  must  be  taken  to  secure  the  information? 

Bandwidth 

•  What  strategies  are  available  to  companies  in  search  of 
bandwidth? 

•  What  should  you  buy  today  so  you  can  ensure  you'll 
have  what  you'll  need  tomorrow? 

•  Can  alliances  and  partnerships  with  other  companies 
provide  a  cost-effective  and  secure  solution  to  the  band- 
width problem? 

Security 

•  What  additional  steps  can  be  taken  to  secure  the  server 
and  safeguard  end-to-end  communication? 

•  How  do  you  determine  how  much  security  is  enough  for 
your  company? 

Outsourcing 

•  When  is  it  better  to  do  the  job  yourself? 

•  What  should  ClOs  look  for  in  an  outsourcer? 

•  Does  outsourcing  adequately  address  security  concerns? 

The  Inevitable  Shakeout: 

•  A  shake  up  of  the  Web  software  market  is  inevitable. 
Who  will  come  out  on  top  and  how  do  you  place  the 
right  bet  for  your  company? 


TENDANCE  IS  BY  INVITATION  ONLY. 

FOR  REGISTRATION  INFORMATION 
CALL:  212-206-5521  •  e-mail:  techsymp@forbes.com  •  FAX:  212-206-5158 


i t e d  sponsorship  opportunities  are  available.  For  Sponsorship  information  call 

William  H.  DeGraff,  Director  of  Partnership  Development  at  212-206-5151. 


Where  executives 
love  to  stay 

The  Four  Seasons  in  Chicago,  the  Peninsula 
in  Hong  Kong,  the  Boulders  in  Arizona  and 
Amandari  in  Bali  are  this  year's  top  hotels  and  resorts. 


EDITED  DY  WILLIAM  G.  FLANAGAN 


Surveys  matter  only  if  you  ask  the 
right  people  the  right  questions  and 
it  a  good  number  take  the  time  to 
respond  intelligently. 

Which  is  why  we  like  the  annual 
survey  of  resorts  and  hotels  published 
by  Andrew  Harper's  Hideaway 
Report.  Of  the  2,500  respondents, 
83%  answer  to  the  title  of  president, 
chief  executive  officer,  owner  or  part- 
ner. They  are  frequent  travelers — 92% 
have  been  outside  the  U.S.  in  the  last 
year  for  business  or  pleasure.  Sub- 
scribers who  participate  in  the  poll 
write  in  their  own  choices.  They  are 


not  asked  to  choose  from  a  given 
menu  of  places;  they  fill  in  the  blanks 
themselves.  Naturally,  a  good  number 
are  Forbes  readers. 

Andrew  Harper  (a  pseudonym;  he 
travels  incognito  and  pays  full  rates 
on  his  own  evaluation  trips)  offers 
readers  complimentary  copies  of  the 
entire  survey,  which  we  excerpt  here. 
Last  year  more  than  2,200  Forbes 
readers  took  him  up  on  the  offer — 
which  he  makes  again  this  year.  You 
can  mail  requests  to  Box  50,  Sun 
Valley,  Idaho  83353  or  fax  him  at 
406-862-3486.  -W.G.F.  mm 


Best  overseas 
hotels 

The  Ritz  in  Paris 
(above) 
remembers 
Hemingway; 
the  Peninsula 
in  Hong  Kong 
(left)  has  views 
for  days; 
Amandari  in  Bali 
(right)  surpasses 
even  its  setting. 
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Top  15  U.S.  city  hotels  Top  15  U.S.  resort  hotels 


1. 

Four  Seasons  (Chicago) 

312-280-8800;  800-332-3442 

2 

l.The  Boulders  (Carefree,  AZ) 

602-488-9009;800-553-1717 

1 

2. 

Hotel  Bel-Air  (Los  Angeles) 

310-472-1211;800-648-4097 

1 

2.  The  Greenbrier  (White  Sulphur  Springs,  WV) 

304-536-7899;  800-624-6070 

2 

3. 

Four  Seasons  (New  York) 

212-758-5700;  800-332-3442 

5 

3.Ventana  (BigSur,  CA) 

408-667-2331:800-628-6500 

6 

4. 

The  St.  Regis  (New  York) 

212-753-4500;  800-759-7550 

3 

4.Auberge  du  Soleil  (Rutherford,  CA) 

707-963-1211:800-348-5406 

9 

5. 

Ritz-Carlton  (San  Francisco) 

415-296-7465;  800-241-3333 

4 

5. The  Cloister  (Sea  Island,  GA) 

912-638-3611:800-732-4752 

5 

6. 

The  Peninsula  (Beverly  Hills) 

310-551-2888;  800-462-7899 

12 

6.  The  Lodge  at  Koele  (Lanai,  HI) 

808-565-3800;  800-321-4666 

7 

7. 

Ritz-Carlton  (Boston) 

617-536-5700;  800-241-3333 

7 

7. The  Point  (Upper  Saranac  Lake,  NY) 

518-891-5674;  800-255-3530 

10 

8. 

Mansion  on  Turtle  Creek  (Dallas) 

214-559-2100;  800-527-5432 

6 

8.  Mauna  Lani  Bay  Hotel  (Kohala  Coast,  HI) 

808-885-6622;  800-367-2323 

11 

9. 

Ritz-Carlton  (Chicago) 

312-266-1000;  800-332-3442 

8 

9.Mauna  Kea  Bay  Hotel  (Kohala  Coast,  HI) 

808-882-7222;  800-882-6060  29 

10. 

Mandarin  Oriental  (San  Francisco) 

415-885-0999;  800-622-0404 

9 

10.  Ritz-Carlton  (Laguna  Niguel,  CA) 

714-240-2000;  800-241-3333 

3 

11. 

Windsor  Court  (New  Orleans) 

504-523-6000;  800-262-2662 

10 

11.  Inn  at  Little  Washington  (Washington,  VA) 

540-675-3800 

8 

12. 

Four  Seasons  (Washington,  D.C.) 

202-342-0444;  800-332-3442 

14 

12.Meadowood  (St.  Helena,  CA) 

707-963-3646;  800-458-8080 

12 

13. 

Four  Seasons  (Boston) 

617-338-4400;  800-332-3442 

13 

13. Ritz-Carlton  (Naples,  FL) 

941-598-3300;  800-241-3333 

4 

14. 

The  Lowell  (New  York) 

212-838-1400;  800-221-4444 

16 

14. Post  Ranch  Inn  (BigSur,  CA) 

408-667-2200;  800-527-2200 

19 

15. 

The  Carlyle  (New  York) 

212-744-1600;  800-227-5737 

15 

15. The  Phoenician  (Scottsdale,  AZ) 

602-941-8200;  800-888-8234 

13 

Figure  at  right  indicates  last  year's  ranking. 

Figure  at  right  indicates  last  year's  ranking. 

Top  15  international  city  hotels 

Top  15  international  resort  hotels 

i. 

The  Peninsula  (Hong  Kong) 

2366-6251;  800-223-6800 

4 

1.  Amandari  (Bali,  Indonesia) 

361-975333;  800-421-1490 

4 

2. 

The  Oriental  (Bangkok) 

2-236-0400;  800-526-6566 

2 

2.  Amanpuri  (Phuket  Island,  Thailand) 

76-324333:800-421-1490 

3 

3. 

The  Regent  (Hong  Kong) 

2721-1211;800-545-4000 

1 

3.  Hotel  San  Pietro  (Positano,  Italy) 

89-875455; 800-223-9832 

1 

4. 

Hotel  Ritz  (Paris) 

1-4316-3030;  800-223-6800 

3 

4.  Villa  d'Este  (Lake  Como,  Italy) 

31-3481:800-223-6800 

2 

5. 

The  Lanesborough  (London) 

171-259-5599;  800-999-1828 

11 

5.  Four  Seasons  (Nevis) 

809-469-1111:800-332-3442 

5 

6. 

The  Connaught  (London) 

171-499-7070;  800-637-2869 

6 

6.  Little  Dix  Bay  (British  Virgin  Islands) 

809-495-5555;  800-928-3000 

6 

7. 

Le  Bristol  (Paris) 

1-4266-9145:800-223-6800 

5 

7.  Four  Seasons  (Bali,  Indonesia) 

361-701010;  800-332-3442 

15 

8. 

Hotel  Cipriani  (Venice) 

41-520-7744;  800-223-6800 

9 

8.  Hayman  Island  Resort  (Australia) 

79-401234;  800-233-6800 

16 

9. 

Mandarin  Oriental  (Hong  Kong) 

2522-0111:800-526-6566 

8 

9.  Hotel  Splendido  (Portofino,  Italy) 

185-269551;  800-223-6800 

20 

10. 

Hotel  de  Crillon  (Paris) 

1-4471-1500;  800-888-4747 

12 

10.  Boyer  "Les  Crayeres"  (Reims,  France) 

26-828080;  fax  26-826552 

11 

11. 

The  Stafford  (London) 

171-493-0111;800-525-4800 

7 

11.  Buckland  Manor  (Buckland,  England) 

1386-852626;  fax  1386-853557  12 

12. 

Raffles  Hotel  (Singapore) 

337  1886;  800-232-1886 

16 

12.  Jumby  Bay  Island  (Antigua) 

809-462-6000:800-421-9016 

8 

13. 

The  Dorchester  (London) 

171-629-8888;  800-727-9820 

14 

13.  Cap  Juluca  (Anguilla) 

809-497-6666;  800-323-0139 

7 

14. 

Hotel  Hassler  (Rome) 

6-678-2651;  800-223-6800 

13 

14.  Chewton  Glen  (New  Milton,  England) 

1425-275341;  800-344-5087 

10 

15. 

Four  Seasons  (Milan) 

2-77088;  800-332-3442 

18 

15.  Hotel  Bora  Bora  (French  Polynesia) 

689-604460;  800-421-1490 

18 

Figure  at  right  indicates  last  year's  ranking.  Figure  at  right  indicates  last  year's  ranking. 
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Top  15  U.S.  resort  hideaways 

(fewer  than  50  rooms) 


1.  The  Point  (Upper  Saranac  Lake,  NY)  518-891-5674;  800-255-3530 

2.  Inn  at  Little  Washington  (Washington,  VA)  540-675-3800 

3.  Post  Ranch  Inn  (Big  Sur,  CA)  408-667-2200;  800-527-2200 

4.  Twin  Farms  (Barnard,  VT)  802-234-9999;  800-894-6327 

5.  The  Inn  at  Blackberry  Farm  (Walland,  TN)  423-984-8166;  800-862-7610 

6.  Rancho  Valencia  (Rancho  Santa  Fe,  CA)  619-756-1123;  800-548-3664 

7.  The  Mayflower  Inn  (Washington,  CT)  860-868-9466 

8.  Blantyre  (Lenox,  MA)  413-637-3556 

9.  Timberhill  Ranch  (Cazadero,  CA)  707-847-3258 

10.  Little  Palm  Island  (Little  Torch  Key,  FL)  305-872-2524;  800-343-8567 

11.  Inn  at  Perry  Cabin  (St.  Michaels,  MD)  410-745-2200;  800-722-2949 

12.  Triple  Creek  Ranch  (Darby,  MT)  406-821-4664;  800-654-2943 

13.  The  Inn  at  Saw  Mill  Farm  (West  Dover,  VT)  802-464-8131 

14.  San  Ysidro  Ranch  (Santa  Barbara,  CA)  805-969-5046 

15.  The  White  Barn  Inn  (Kennebunkport,  ME)  207-967-2321 


Top  15  international  resort  hideaways 

(fewer  than  50  rooms) 


1. 

Amandari  (Bali,  Indonesia) 

361-975333;800-421-1490 

2. 

Boyer  "Les  Crayeres"  (Reims,  France) 

26-828080; fax  26-826552 

3. 

Buckland  Manor  (Buckland,  England) 

1386-852626;  fax  1386-853557 

4. 

Inverlochy  Castle  (Ft.  William,  Scotland) 

1397-702177;  fax  1397-702953 

5. 

Huka  Lodge  (Taupo,  New  Zealand) 

7-378-5791; fax  7-378-0427 

6. 

Amankila  (Bah,  Indonesia) 

363-41333;  800-421-1490 

7. 

The  Wakaya  Club  (Fiji  Islands) 

679-440128; 800-828-3454 

8. 

Chateau  Saint-Martin  (Vence,  France) 

93-580202; fax  93-240891 

9. 

Gidleigh  Park  (Chagford,  England) 

1647-432367;  fax  1647-432574 

10. 

Le  Manoir  aux  Quat'  Salsons  (England) 

1844-278881;  fax  1844-278847 

11. 

Gravetye  Manor  (East  Grinstead,  England) 

1342-810567;  fax  1342-810080 

12.  Villa  San  Michele  (Fiesole,  Italy) 

55-59451; fax  55-598734 

13. 

Lizard  Island  Lodge  (Australia) 

70-603999:800-227-4411 

14. 

Domaine  des  Hauts  de  Loire  (Onzain,  France) 

54-207257; 54-207732 

15.  Cliveden  (Taplow,  England)  1628-668561:800-747-6917 


Top  hotels  in  major  cities 


City 

Hotel 

City 

Hotel 

Amsterdam 

Amstel  Hotel 

New  Orleans 

Windsor  Court 

Atlanta 

Ritz-Carlton  Buckhead 

New  York 

Four  Seasons 

Bangkok 

The  Oriental 

Oslo 

Hotel  Continental 

Boston 

Ritz-Carlton 

Paris 

Hotel  Ritz 

Chicago 

Four  Seasons 

Philadelphia 

Four  Seasons 

Dallas 

Mansion  on  Turtle  Creek 

Rome 

Hotel  Hassler 

Dublin 

The  Shelbourne 

San  Francisco 

Ritz-Carlton 

Florence 

Grand  Hotel 

Santa  Fe 

Inn  of  the  Anasazi 

Geneva 

Beau  Rivage 

Seattle 

Four  Seasons  Olympic 

Hong  Kong 

The  Peninsula 

Singapore 

Raffles  Hotel 

Houston 

Ritz-Carlton 

Stockholm 

Grand  Hotel 

Istanbul     Ciragan  Palace  Kempinski 

Sydney 

Park  Hyatt 

Lisbon 

Hotel  da  Lapa 

Tokyo 

Hotel  Okura 

London 

The  Lanesborough 

Toronto 

Four  Seasons 

Los  Angeles 

Hotel  Bel-Air 

Vancouver 

Four  Seasons 

Madrid 

Hotel  Ritz 

Venice 

Hotel  Cipriani 

Melbourne 

Grand  Hyatt 

Vienna 

Hotel  Imperial 

Mexico  City 

Four  Seasons 

Washington 

Four  Seasons 

Milan 

Four  Seasons 

Zurich 

Baur  au  Lac 

Munich 

Hotel  Rafael 

Chicago's  Four  Seasons  Hotel 
Voted  best  in  the  U.S. 
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COLLECTORS 


O,  brave 
new  world 

Is  video  art  just  a  fad,  or  will  it  become  the  dominant 
medium  of  expression  in  the  computer  age? 

By  Doris  Athineos 


No,  it's  not  a  scene  from  The  Ten  Commandments,  but  "The  Greeting"  by  Bill  Viola 
One  of  130  pieces  of  video  art  owned  by  Richard  and  Pam  Kramlich. 


"Whether  you  like  it  or  not,  video 
art  marks  the  21st  century,"  pro- 
claims Manhattan  art  dealer  Holly 
Solomon.  "Young  people  who  want 
to  be  artists  aren't  interested  in  paint- 
ing anymore.  They  grew  up  captivat- 
ed by  TV,  not  paintings." 

What  do  you  expect  her  to  say? 
Solomon  deals  in  video  art.  But  the 
trend  is  unmistakable:  Out  of  94 
artists  chosen  for  the  Whitney 
Museum  of  American  Art's  1995 
Biennial  of  new  art,  36  used  video, 
not  canvas.  American  artist  Gary 
Hill's  interactive  video  won  top  prize 


for  sculpture  at  the  prestigious  Venice 
Biennale  last  year.  You  may  not  get 
it,  but  you  can't  ignore  it.  Walk  into 
the  Guggenheim  or  Whitney  muse- 
ums in  Manhattan,  the  Walker  in 
Minneapolis  or  the  San  Francisco 
Museum  of  Modern  Art,  and  you 
will  see  whole  sections  devoted  to 
video  art. 

Video  artists  use  moving  images, 
often  videodisks,  accompanied  by 
sound.  Their  canvases  are  TV  moni- 
tors; their  sculpting  clay  is  electronic 
hardware.  Some  creations  feature 
banks  of  TV  sets,  shaped  into  arches, 


robots  and  giant  billboards.  The 
screens  might  show  many  different 
video  clips  at  once.  Or  the  work 
might  consist  of  a  single,  dilapidated 
TV  set,  showing  the  same  clip  over 
and  over.  "Video  is  one  more  medi- 
um— like  painting,  sculpture  and 
photography,"  says  collector  Pam 
Kramlich. 

Should  you  take  it  seriously?  "I 
think  it's  a  put-on,"  groused 
Edmund  J.  Ward,  a  retired  Xerox 
executive,  after  viewing  a  work  on 
display  at  the  San  Francisco  Museum 
of  Modern  Art.  Ward's  reaction  is 
understandable.  Matthew  Barney's 
"Mile  High  Threshold:  Flight  with 
the  Anal  Sadistic  Warrior,  1991"  con- 
sists of  a  videotape  of  Barney  hanging 
from  the  ceiling  of  his  SoHo  gallery 
clad  only  in  a  tool  belt.  You  don't 
have  to  be  Jesse  Helms  to  agree  with 
Ward's  assessment. 

Of  course,  that's  part  of  the  point: 
It's  supposed  to  shock  you.  The 
Walker  Art  Center  in  Minneapolis 
showcases  Bruce  Nauman's  "Poke  in 
the  Eye/Nose/Ear."  It's  an  endless 
video  loop  showing  Nauman  jam- 
ming fingers  into  his  nose,  eyes  and 
ears.  For  this  the  Walker  paid 
$100,000.  Garbage  to  a  lot  of  people, 
but  you  could  have  said  that  once  for 
Edvard  Munch's  "The  Shriek."  A 
familiar  icon  today,  it  drove  viewers 
away  and  shut  down  an  exhibition  in 
the  1890s. 

But  the  video  medium  can  also  be 
romantic.  Take  Bill  Viola's  "The 
Greeting"  (see  photo,  left),  a  video  of 
three  women  embracing  and  whisper- 
ing secrets,  projected  on  an  8 -foot 
screen.  It  was  inspired  by  the  16th- 
century  painting  by  Pontormo.  Cost: 
$200,000. 

Other  video  art  combines  screen 
images  and  electronic  hardware, 
demonstrating  the  sheer  power  of  the 
new  medium.  Take  a  work  called 
"Megatron"  by  pioneer  artist  Nam 
June  Paik,  who  predicted  in  the  mid- 
1960s  that  the  "cathode-ray  tube  will 
replace  the  canvas." 

"Megatron,"  currently  showing  at 
the  Guggenheim,  is  a  massive  rectan- 
gular box  of  215  TV  sets  stacked  12 
feet  high  and  33  feet  across,  which 
unleashes  a  blast  of  loud  noise  that 
forces  viewers  to  head  for  cover. 
Pulsating  images — nude  women, 
rock  concerts  and  cartoons — flash  at 
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New  art, 
old  racket 

If  you  visit  the  Barbara 
Gladstone  Gallery  in 
downtown  Manhattan, 
you  will  encounter  some 
of  the  boldest  video  art 
being  created.  You  will 
also  encounter  some  of 
the  oldest  tricks  in  the 
art  trade — controlling 
supply  and  concealing 
prices. 

The  prices  of  Matthew 
Barney's  "Cremaster" 
pieces  are  among  the  art 
world's  best-kept  secrets. 


Collectors  are  loath  to 
reveal  what  they  paid  for 
fear  of  retaliation  by  the 
gallery,  which  controls 
supply.  That's  because 
Barney  fans  need  all  five 
videos  to  complete  the 
"Cremaster"  series,  but 
only  ten  complete  sets 
will  be  sold. 

Not  all  of  the  works 
have  yet  been  produced, 
and  there  is  a  waiting  list 
even  for  top  collectors 
like  the  Kramlichs.  So 
Barbara  Gladstone  can 
choose  to  sell  only  to  cus- 
tomers who  obey  her 
rules.  She  told  one  collec- 


tor to  erect  a  wall 
between  Barney's  TV 
monitor  and  another 
installation  piece  that 
she  found  offensive. 
According  to  the  sales 
contract,  Gladstone  dic- 
tates that  a  new  owner 
may  not  sell  a  Barney 
video  without  her  permis- 
sion and  that  auctions  are 
verboten. 

By  controlling  the 
supply  of  Barney,  Glad- 
stone can  charge  whatever 
the  traffic  will  bear.  And 
by  preselling  all  the  works 
she  doesn't  have  to  dis- 
close what  the  offering 


prices  were.  "Editions  of 
the  first  two  videos  were 
completely  sold  out,  so 
we  never  disclose  prices," 
sniffs  Mark  Fletcher  of 
the  Gladstone  Gallery. 
"It's  industry  convention 
never  to  reveal  artists' 
prices." 

Barney  collectors 
apparently  are  too  eager 
to  buy  to  complain.  One 
collector  paid  $20,000 
for  the  first  Barney  42- 
minute  "Cremaster" 
video  in  1994;  a  year 
later  another  buyer  paid 
$30,000  for  the  second 
in  the  series.      -D.A.  ■ 


dizzying  speed.  The  asking 
price  is  powerful,  too:  $5 
million. 

Whatever  its  artistic  mer- 
its, video  art  already  has  a 
solid  core  of  serious  collec- 
tors. Pam  and  Richard 
Kramlich  have  turned  their 
Tudor-style  mansion  in  San 
Francisco  into  a  video  art 
gallery  housing  130  pieces. 
Most  visitors  would  find  it 
impossible  to  live  with  the 
noisy,  flashing  pieces,  but 
Richard  Kramlich  has  made  a 
career  of  being  ahead  of  the 
curve.  In  1978  he  founded 
the  venture  capital  firm  New 
Enterprise  Associates,  which 
provided  startup  funds  for 
Silicon  Graphics,  3Com,  Ascend 
Communications  and  other  technol- 
ogy-based companies. 

Over  the  stone  fireplace — where  a 
David  Hockney  print  was  once 
hung — is  now  a  TV  monitor  showing 
an  endless  loop  of  artist  Matthew 
Barney  on  a  romp  through  the  Isle  of 
Man.  The  42 -minute  video  is  called 
"Cremaster,"  named  after  the  suspen- 
sory muscle  of  the  testes.  Cost:  about 
$20,000  (see  box). 

An  oak  staircase  is  a  frame  for  five 
miniature  TV  sets  that  flash 
Tiananmen  Square  news  bulletins 
showing  student  demonstrations  and 
skirmishes.  The  work,  by  Dara 
Birnbaum  and  called  "Tiananmen 
Square:  Break-in  Transmission,"  cost 


Dara  Birnbaum's  "Tiananmen  Square:  Break-in  Transmission" 
The  Kramlichs  turn  down  the  volume  when  they  entertain. 


$30,000.  "It's  a  fractured  image," 
enthuses  Richard  Kramlich,  "like  a 
cubist  Picasso."  Overhead  stained- 
glass  windows  cast  a  Gothic  glow  on 
the  2-inch  monitors  (see photo,  above). 


««««««««««««««« ISllsiss  ■■ 
»s*»«*^:j.-  im?><  'SPSS' 
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"Megatron"  by  Nam  June  Paik 
Asking  price:  $5  million. 


The  cacophony  of  all  this 
can  be  maddening.  Richard 
Kramlich  shuts  off  the  sound 
during  social  gatherings. 
Another  problem  is  mainte- 
nance. Many  collectors  are 
stymied  when  bulbs  blow, 
laser  disks  warp  or  slop  and 
hardware  becomes  obsolete. 
"Collectors  are  usually  in 
their  50s  or  older  and  are 
not  completely  at  ease  with 
technology,"  admits  dealer 
David  Zwirner  of  Zwirner 
Gallery  in  Manhattan.  He, 
along  with  other  dealers, 
and  often  the  artists  them- 
selves, gets  involved  in 
installation  and  mainte- 
nance. The  artists  also  main- 
tain master  tapes  of  what  they  sell. 

Copyright  is  yet  another  problem. 
Letters  of  authenticity  from  the  artists 
accompany  the  pieces  that  are  sold. 
But  it's  really  the  artists'  ideas  you  pay 
for — anyone  with  dubbing  equipment 
can  knock  them  off.  Indeed,  dealer 
Holly  Solomon  already  has  plans  to 
hire  artists  whose  works  will  be  mass 
produced  and  offered  for  sale. 

Put-on  or  wave  of  the  future, 
video  art  is  one  of  the  few  areas  in 
the  contemporary  art  market  where 
prices  are  rising  fast.  You  may  not 
think  it's  worth  much,  but  I'm  will- 
ing to  bet  the  kids  of  the  MTV  gener- 
ation will  feel  differently.  The  power 
and  potential  of  the  medium  are 
undeniable.  ■ 
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FINANCtAL  SERVICES 


.1 


Receive  Value  Line 
for  only  $7§:$55 

Ail  Introductory  subscription  to  The  Value  line  Investment  Surrey  w| 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent  'tH 
Ratings  and  Reports  on  1700  slocks  and  the  practical  guide  How  to  Moest  ir 
Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  1( 
weeks  for  ^S:  $55  Available  only  once  every  three  years  to  any  household 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  industry  professionals— plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)Your  subscription  to  Value  Line 
may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext.  2903-Depl.  91 6E23  American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
a  week,  II  you  are  not  completely  satisfied  relurn  all  materials  in  good  condition  within  30 
.days  from  the  star!  of  your  subscription  lor  a  lull  relund  of  your  fee.  Allow  4  weeks  lor 
delivery.  NY  residents  add  sales  tax  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York.  Jd 
— NY  10008-3988 


BUSINESS  OPPORTUNITIES 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


CAPITALIST  VENTURE 


HELLER  CAPITAL  &  CONSULTING 


•  DELAWARE  &  NEVADA  CORPS 
•  CAPITAL  SOURCES  &  INVESTORS 
Michael  Heller,  Pres..  JD,  LLM 
(954)475-8484 

http://www.hellercap.com 


EXECUTIVE 
CONSULTING 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
year-old  CPA  firm  providing 
two  unique,  "bottom-line"  con- 
sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 

Mon-Fri,  9am-5:30pm,CDT 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  I  LLC's. 


$25 


CoipCo 


plus 

state  fees 


i  800-318-7407 

m  $02-652-6760 

http://www.corpco.com 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
JMuwtlrv  Call/Write  for  FREE  KIT: 
\%VlStrv  PO.BOX484-FB 
|k*X£$r    ■*  Wilmington,  DE  19899 
m  t>td  800-321-CORP  •  302-652-6532 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVI,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Service 

(800)551-9105    Unreal  g 

 http://www.ifu.net/ucs  


S  OVER  ONE  BILLION  S 


WORTH  Of  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Mtajlacloring  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Boy  or  Sail 
1-600  999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


"A  Doctor's  Income  Detecting 
Hospital  Bill  Mistakes?" 


Studies  reveal  thai  97%  of  all  hospital  bills  contain 
huge  overcharges.  That's  why  my  1 1 -year  busi- 
ness is  such  a  "win/win"  opportunity:  patients  and 
their  insurers  pay  us  50?  of  every  $1.00  we  recov- 
er in  overcharges.  Now,  since . 
millions  of  unserviced  patients 
exist  nationwide  -  many  fac- 
ing a  fortune  in  overcharges  - 
we're  sharing  our  system  with 
affiliates  wanting  a  doctor's 
income.  You  don't  need  a  technical  background  - 
just  the  savvy  to  spot  a  vital  new  American  ser- 
vice. $10,000  investment  required.  For  a  free 
report  and  headstart  on  the  perfect  home  business, 
call  today.  1  -800-700-7089  or  {702)  471-1 280, 
8:00  -  5:00  pm  PST  * 


...millions 
of unserviced 
patients  exist 
nationwide." 


Investor's  Advantage 


We  Provide: 
•Protection  from  Lawsuits 
•Confidential  Banking  &  Brokerage  Services 

•Reduction  or  elimination  of  taxes 
•Asset  Protection  and  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


Travel  better,  pay  less  and  earn  extra 
income  as  an  Independent  Travel  Agent 
with  InteleTravel  International. 
InteleTravel  is  the  nation's  only  leading 
full-service  travel  agency  making  this 
offer!  We're  licensed,  bonded  and 
accredited  by  every  major  travel  associ- 
ation. Join  The  Intelligent  Travel 
Revolution"",  one  of  the  best  home 
business  opportunities  of  the  decade! 
Call  800-873-8968  or  800-873-5353  for 
more  information.  Agent:  Eric  Bland. 
Pin#  1316340. 


Build  a  successful  business 
using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


fraVch^fng""! 

I  Franchise  your  business  for  growth 
I  and  success  Call  Franchise 
|  Developments,  Inc.,  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  ( 
|^412)  687-8484  or  800-576-5115 


FREE  VIDEO  S 


BACHELOR  •  MASTER  •  DOCTORATE 

•  Management  •Education  •  NVdiaoon 

•Engineering    •Computer  Science  •Holistic  Cant 

•Theology        •Chemical  Dependency  •Paralegal 

•  Hotel  &  R«tUuf«m  •  Gr*d  T*»(hW 

(800)955-8879^ 


La  Salle 

University Mande»iiie.  la  704704000 


Universitv  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin, 

Health  Care  Admin.  Human  Resources. 
Finance,  International  Business,  Tech  Mgmt, 
Law.  Paralegal,  Psychology  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St-F,  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


Three  weeks  from  now  you 
can  begin  work  in  a  presti- 
gious and  rigorous  MBA 
program, which  lite  Economist 
Intelligena  I  'nil  has  included  in 
its  report,  W\\id\  MBA?  A  Critical  Guide 
to  the  World's  Best  Programmes. 


.ibhslu-.l  i 


II 


Heriot-Watt  University 

North  American  Distributor 
6921  Stockton  Ave.,  Suite  5 
El  Cerrito.  CA  945311  •  Fax  (510)  52S-3555 
Toll-free  (800)  THE  WATT  ext.  5 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St..  Greenville.  KY  42345 
1-800-844-3100  or  FAX  502-338-9605 
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FITNESS 


FINE  ART 


ADVENTURE  CUBA 


7  DAY  MONTHLY  CULTURAL  ADVENTURE 
7  DAY  CIGAR  SMOKING  ADVENTURE 
4  DAY  JEWISH  CULTURAL  ADVENTURE 
CUSTOM  MADE  ITINERARY  FOR  INDIVIDUAL 
FULLY  LEGAL  AND  ESCORTED  BY  WINGS 


WINGS  OF  THE  WORLD  1-800-465-8687 

CALL  US  TODAY!         OPEN  SUNDAY  8-6  EST 


:  e  Vacation  oj 
lifetime^ 

ie 

icht 
Liarter 
iide 

pur  ticket 
fet  there.  Detailed 
ngs  include 

00  pages  of 
lit'l  Listings  &  Photos. 

1  eboat  (skipper-yourself)  Companies  &  Fleets 
tarter  Brokers  &  Yachi  Mngi  Companies. 
>wed  Power  &  Sail  Yachts  &  Qnal  Barges. 

f  arter  Rates  &  Yacht  Descriptions. 

e  Most  Complete  Directory 
of  its  Kind  in  the  World! 

I  Today  (617)  497-7104 

t  Ml.  Auburn  Sl  Cambridge.  MA  02138 
: (617)  868-5335 


EXECUTIVE  GIFTS 


ack  pain? 


Based  on  the  Alexander 
inique,  PosturEvolution  is  not 
imply  a  seating  device,  it's 

3ng-term  approach 
to  back  care. 

lur  seat  support  guides  you 

into  sitting  properly, 
vnd  good  posture  can  lead 
immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


EXECUTIVE  GIFTS  * 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16  fo  77  models  we  hand 
crafted  from  solid  rrxrfKjgany  wit+i 
nandpainted  morVings  and  details 

•  Over  160  models  m  stock 

•  PncedtromSW50 

•  Satisfaction  guoronleed 

CoM  1-800  950-9944 
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WOOD'S  tttMKMURS 
MM 

*aoxtsmnES 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inclusive  fractional  ownership  of 
Learjet*  and  Challenger1  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


BUSINESS 

JetSolutions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


"Your  legs  need  work." 

Hi 


CU[  Concept  II  Indoor  Rower 

The  complete  eterGse 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-245-5676 

MR  Factory  Direct 

From  Vermont 


Concept  II,  RR1  Box  1100-F94, 
Morrisville,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


SALVADOR  DALI 


"Cosmic  Rays" 
1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SILVERSTATE  FINE  ART 

FREE  CATALOG 

800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


Real  Wood. 

Furniture  For  Computers 


Richard  Petty 
Driving  Experience 

You  can  drive  a  Winston  Cup  stock  car! 
Available  year  round  at  Atlanta,  Charlotte,  and 
Las  Vegas  Motor  Speedways.  5  Courses  to  choose 
from  with  prices  starting  at  $329.99. 
Call  l-800Bf-P£TTY  for  details! 


1. 800.688.2446 

Q  G  i  O    DESIGNS-  ;> 


•Reach  the 
Affluent* 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

sprancorp 

SpeciaSsts  m  Franchise  Development  FB 
New  YotWCheao/)*  Los  Angeles  »Njptes  fL»MeicoCily  •Buenos  Aires 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183,  e-mail:  lloren@forbes.com 


ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


ASKO 

Washers  &  Dryers 
Stop  the  Insanity 

Wash  your  laundry  without  wast- 
ing our  natural  resources  and 
your  savings.  ASKO  front-load- 
ing, full-sized  washers  produce 
cleaner,  fresher  smelling  clothes 
while  saving  more  than  1 5,000  gallons  of  water  annually 
Savings  on  water,  detergent,  bleach,  and  electricity  is  over 
$200  annually.  Compact  exterior  lets  you  put  them  under 
counters  or  stacked  in  a  closet.  And  now,  this  pair  is  also 
available  in  stainless  steel.  Call  1-800-367-2444  for  a  free 
brochure. 


PJf 
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NEC 

MessageMaker™  I,  MessageMaker 
II,  MessageMaker  III  Numeric  Pagers 

NEC's  MessageMaker  pagers  are  a 
dynamic  new  series  of  front  display, 
numeric  pagers  with  three  contem- 
porary case  designs.  Choose  from 
three  models  —  basic,  mid-range, 
and  ultimately,  high-end  with  numeric  capabilities.  These 
exciting  pagers  offer  features  such  as  communication  icons, 
alarm  clock  and  timer,  message  protection/deletion  and 
much  more.  For  more  information,  call  1  -800-42 1-2141 

ZENITH 

NetVision 

NetVision,  developed  by  Zenith 
and  Silicon  Valley-based  Diba 
Inc.,  is  a  new  concept  in  conver- 
gence between  television  and 
personal  computers  —  where 
web  surfing  collides  with  channel 
surfing  Designed  to  be  a  fully 
interactive  web-browsing  TV,  Zenith's  27-inch  NetVision  TVs 
($999  95)  let  viewers  cruise  web  sites,  read  and  generate  e- 
mail  and  download  forthcoming  |AVA  applications.  For  more 
information,  call  (708)  391-8183. 


USSB 

Entertainment  Plus 

USSB  Entertainment  Plus  consists 
of  America's  Favorite  Networks™, 
including  1 5  premium  movie  chan- 
nels with  over  800  different  top 
Hollywood  hits  every  month!  You'll 
also  find  the  best  independent 
films,  award-winning  specials  and 
originals,  and  a  hand-picked  selec- 
tion of  the  most  popular  basic  channels  with  top-notch 
comedy,  music,  women's  programming.  Classic  TV,  news, 
kids'  shows  and  more!  For  more  information  call 
1-800-BETTERTV 

GENEVA 

CD-ROM  Storage  Jackets 

Geneva's  patented  CD-ROM 
Storage  lackets  hold  two  discs 
and  take  only  1/4  the  space  of 
conventional  jewel  box  systems. 
This  innovation  technology  com- 
bines a  flat  plastic  with  a  soft 
inner  liner  to  protect  and  organize  discs  The  Geneva  system 
solves  disc  storage  needs  at  home,  office,  school,  travel,  or 
anywhere!  For  more  information  call  a  Geneva  representa- 
tive at  1-800-358-3559. 

MOTOROLA 

Tenor™  Advanced  Voice 
Communicator 

Tenor™  is  the  first  wireless  per- 
sonal answering  machine  for  the 
pocket  or  purse  Approximately  the 
same  size  and  weight  of  today's 
alphanumeric  pagers,  Tenor  func- 
tions like  portable  voice  mail  by 
receiving  and  digitally  storing 
voice  messages  Users  can  choose 
to  play,  pause,  reverse  scan,  fast  forward,  or  lock  messages. 
And,  since  no  operator  assistance  is  involved,  the  caller's 
privacy  is  maintained.  The  Tenor  can  also  send  system  reg- 
istration and  message-receipt  acknowledgments  Tenor  is 
the  world's  first  voice  messaging  communicator  that  utilizes 
Motorola's  InFLEXion™,  high-speed  voice  and  data  tech- 
nology. For  more  information,  call  (81 7)-245-2866. 


CONSIDER 
ELECThC  'ICS 
MARKETPLACE 

For  CE,  PC  and  Major  Appliance  Retailers      %G  ^ 

Editorial  Offices:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  http://www.napco.com 


SUCCESS 
THROUGH 
EDITORIAL 
EXCELLENCE 


Pittsburgh 
company  loads 
heavy  crate  on 
an  early  model 
White  truck. 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Oct.  1,  1926) 
"It  seems  to  me  that  the  importance 
of  the  motor  truck  has  been  com- 
pletely understated  even  by  its  most 
ardent  supporters.  Visualize  what 
would  happen  if  we  were  suddenly 
compelled  to  return  to  horse-drawn 
vehicles:  It  would  mean  that  even 
with  the  vast  increase  in  the  mileage 
of  our  good  roads,  we  should  be 
compelled  to  surrender  millions  of 
customers  because  we  could  not 
begin  to  reach  them." 
-Walter  White  of  White  Motor  Co. 

"Are  not  artists  overlooking  oppor- 
tunities abounding  in  industry?  It  was 
perhaps  fitting  that  the  Greeks  should 
glorify,  by  brush  and  chisel,  their 
mythological  gods,  their  athletes  and 
their  philosophers,  and  that  later  artists 
and  sculptors  should  excel  in  portray- 
ing rulers,  warriors  and  beautiful 
women.  But  has  the  time  not  come  for 
American  painters  and  sculptors  to 
devote  attention  to  what  embodies  the 
strength,  the  power,  the  greatness  of 
U.S.  industry?"  -B.C.  Forbes 

60  years  ago 

(From  the  issue  of  Oct.  1, 1936) 
"Carloadings,  at  new  high  for  recov- 
ery period,  almost  reach  1930  level. 
Steelmaking  hits  74.4%  of  capacity, 
highest  since  February,  1930.  Shoe 
manufacturers  forecast  new  all-time 
production  record." 

"German  planes  arrive  from  and 
leave  for  Europe  on  transatlantic  test 
flights  for  regular  service.  Pan 
American  Airways  announces  San 
Francisco -Manila  passenger  service, 
to  start  Oct.  21.  American  Airlines 
begins  first  through  coast-to-coast 
sleeper-plane  service." 


50  years  ago 

(From  the  issue  of  Oct.  1,  1946) 
"Considering  a  move?  Want  a  new 
branch  factory?  Puerto  Rico  will 
build  it  for  you,  to  your  own  specifi- 
cations, and  let  you  operate  it  at  a 
rental  running  roughly  1%  of  its  cost, 
with  a  property  and  machinery  tax 
exemption  for  up  to  five  years." 

25  years  ago 

(From  the  issue  of  Oct.  1,  1971) 
'"The  winds  of  change  for  the  oil 
industry,'  wrote  oil  consultant  Walter 
J.  Levy  a  while  back,  'have  now  risen 
to  hurricane  proportions.'  And  how! 
Peru  seized  Jersey  Standard's 
International  Petroleum  affiliate 
three  years  ago.  Algeria  nationalized 
its  French  petroleum  properties  last 
spring.  Venezuela  has  already  enacted 
legislation  that  will  provide  effective 
government  control  of  its  oil  indus- 
try, if  not  nationalization  itself.  Libya 
has  been  rough,  and  elsewhere  in  the 
Arab  world  anything  can  happen." 

"A  few  months  ago  he  endowed  lit- 
tle Florida  Presbyterian  College  with 
$10  million  on  top  of  a  previous 
$2.5-million  commitment.  Last  fall 


Drugstore  king  Jack  Eckerd  and  friends. 


he  reportedly  spent  $1  million  trying 
unsuccessfully  to  get  the  Republican 
nomination  for  governor  of  Florida. 
He  is  Jack  M.  Eckerd,  58,  whose  Jack 
Eckerd  Corp.  runs  one  of  the  nation's 
largest  drug  chains." 

"The  flash  of  the  Hiroshima  bomb 
in  August  1945  ushered  in  the  Atomic 
Age.  Since  then,  the  universal  assump- 
tion has  been  that  from  that  awful 
destruction  would  grow  incalculable 
peacetime  benefits.  But  today,  over  a 
quarter  of  a  century  later,  the  wonders 
so  vividly  foretold  by  early  nuclear 
prophets  are  nowhere  to  be  seen." 

10  years  ago 

(From  the  issue  of  Sept.  22, 1986) 


"If  you  think  the  worst  of  the  com- 
mercial real  estate  weakness  is  behind, 
Kenneth  Hill  will  shake  you  up  a  bit. 
Hill's  thesis  is  that  players  in  the  real 
estate  market — the  banks,  the  devel- 
opers and  the  tax  shelter  syndicators — 
have  so  far  postponed  full  reckoning 
for  the  losses.  When  they  can  no 
longer,  prices  will  collapse." 

"Major  strikes  in  the  U.S.  are  on  the 
increase  after  years  of  steady  decline. 
There  were  31  stoppages  involving 
1,000  or  more  workers  in  the  first 
half  of  1986,  against  17  in  the  same 
period  of  1985.  There  were  54  such 
stoppages  in  all  of  last  year."  HH 
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U.S.  Steel.  It's  probably 
hard  for  the  younger 
generation  to  realize  what 
a  giant  in  every  way,  shape 
and  form  United  States 
Steel  once  was  in  our 
economy.  The  fabled  ogre  of 
corporate  folklore  is  now 
sick  and  tired,  more  likely 
to  be  pitied  than  pilloried. 
Since  Ben  Fairless'  day, 
Big  Steel  has  fumbled  from 
one  costly  wrong  decision 
to  another;  been  heard 
when  silence  would  have 
been  wiser,  been  silent 
when  speaking  up  would 
have  been  in  order;  spent 
wads  for  what  were  often 
the  wrong  new  facilities 
and  "saved"  when  salvation 
lay  in  modernizing.  Sure 
it's  still  big.  But  it's 
sad  to  see  the  giant  in 
such  need  of  succor. 

-Malcolm  Forbes  (1971) 


A  Text  ... 

To  every  thing  there  is  a 
season,  and  a  time  to 
every  purpose  under 
heaven:  A  time  to  be 
born,  and  a  time  to  die; 
a  time  to  plant,  and  a 
time  to  pluck  up  that 
which  is  planted;  a  time 
to  kill,  and  a  time  to 
heal;  a  time  to  break 
down,  and  a  time  to 
build  up;  a  time  to 
weep,  and  a  time  to 
laugh;  a  time  to  mourn, 
and  a  time  to  dance. 
-Ecclesiastes  3:1-4 

Sent  in  by 

Nannette  Gerusal  de  Fischer, 
Bergisch  Gladbach,  Germany. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


One  could  of  course  say  that 
a  man's  due  is  to  be  measured 
by  his  services  to  the  com- 
munity, but  I  cannot  imagine 
how  these  services  are  to  be 
estimated.  Compare  a  baker 
and  an  opera  singer.  You 
could  live  without  the  opera 
singer,  but  not  without  the 
services  of  the  baker.  On 
this  ground  you  might  say 
that  the  baker  performs  a 
greater  service;  but  no 
lover  of  music  would  agree. 
-Bertrand  Russell 

Make  it  idiot-proof  and  some- 
one will  make  a  better  idiot. 

-Bumper  sticker 

Of  all  the  incentives  for  work, 
money  is  the  most  popular — 
and  the  most  unreliable. 

-Cullen  Hightower 

Some  politicians  give 
conniving  a  bad  name. 
-Robert  Half 


One  thing  you  will  probably 
remember  well  is  any  time 
you  forgive  and  forget. 
-Franklin  R  Jones 

People  who  think  they  know 
it  all  are  especially  annoying 
to  those  of  us  who  do. 

-Anonymous 

Justice  should  remove  the 
bandage  from  her  eyes  long 
enough  to  distinguish 
between  the  vicious  and 
the  unfortunate. 
-Robert  Ingersoll 

No  one  goes  there  nowadays, 
it's  too  crowded. 
-Yogi  Berra 

The  best  way  to  knock  the 
chip  off  someone's  shoulder 
is  to  pat  him  on  the  back. 
-Anonymous 


He  is  indebted  to  his  memory 
for  his  jests  and  to  his 
imagination  for  his  facts. 
-Richard  B.  Sheridan 

You  are  financially  secure 
when  you  can  afford  anything 
you  want  and  you  don't  want 
anything. 

-Art  Buck 

Too  much  of  a  good  thing 
can  be  wonderful. 

-Mae  West 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37:  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


That  there  is  an  evolution 
of  one  sort  or  another  is 
now  common  ground  among 
scientists.  Whether  or  not 
that  evolution  is  directed 
is  another  question. 
-Pierre  Teilhard  de  Chardin 

Don't  think  of  how  you're 
going  to  spend  your  time — 
use  it. 

-WlLMA  ASKTNAS 

What  a  sober  man  has  in  his 
heart,  a  drunken  man  has 
on  his  lips. 

-Danish  proverb 

Make  money  your  God, 
and  it  will  plague  you  like 
the  devil. 

-Henry  Fielding 

Say  what  you  mean,  mean  what 
you  say,  but  don't  say  it  mean. 

-Anonymous 
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n  just  one  year,  Donald  J.  Trump  has  built  one  of  the  largest  and 
finest  casino  companies  in  the  world,  Trump  Hotels  &  Casino  Resorts, 
Inc.  (NYSE:DJT),  with  two  award  winning  hotels  in  Atlantic  City,  New 
Jersey-The  Trump  Taj  Mahal  Casino  Resort,  and  Trump  Plaza  Hotel  and 
Casino.  The  company  recently  opened  the  Trump  Casino  Riverboat  ct 
Buffington  Harbor,  Indiana,  and  will  soon  complement  its  Atlantic  City  hold- 
ings with  the  planned  acquisition  later  this  year  of  Trump's  Castle  Casino 
Resort,  another  Four  Star,  Four  Diamond  Resort. 

Trump  Taj  Mahal  Casino  Resort 

The  opulent  Trump  Taj  Mahal  is  a  landmark  on  Atlantic  City's  world- 
famous  Boardwalk.  Its  55-story  hotel  tower  offers  1 ,250  guest  rooms, 
including  237  suites  and  incomparable  themed  supersuites.  The  Taj  is 
number  one  in  revenues,  gross  operating  profits,  table  games  and  slots. 

Its  expansion  will  result  in  a  total  of  2,050  guest  rooms  and  the  largest 
casino  in  the  world. 

Trump  Plaza  Hotel  and  Casino 

The  world-class  Trump  Plaza  now  includes  the  unique  Trump  World's  Fair, 
featuring  the  only  ocean-view  and  boardwalk  access  gaming  in  Atlantic  City. 
The  Plaza's  1 ,404  guest  rooms  include  349  elegant  suites  and  supersuites  in 
the  East  Tower,  grandly  overlooking  the  Atlantic  Ocean,  encompassing  one 
quarter  mile  of  Boardwalk  frontage.  The  casino  is  1 35,000  square  feet. 

Trump's  Castle 

The  beautiful  hotel  casino  with  the  adjacent  80  slip  Marina  features  728 
guest  rooms  including  60  Bay  Tower  suites  and  97  Crystal  Tower  one-and 
two-bedroom  suites. 

Soon  to  be  renamed  Trump  Marina  Hotel  and  Casino,  the  hotel  casino 
will  add  a  45  story,  nautically-themed  tower  with  1 ,500  additional  guest 
rooms,  including  suites  and  mini-suites,  an  enclosed  pedestrian  walkway 
between  the  hotel  casino  and  the  marina,  and  tfie  one  of  a  kind  430  foot  Trump 
Yacht  which  will  include  a  35,000  square  foot  casino. 

Trump  Indiana 

The  290  ft.  Trump  Casino  vessel,  the  premier  gaming  ship  located  on 
over  88  fabulous  acres  just  south  of  Chicago  on  Lake  Michigan, 
has  received  an  overwhelming  reception  as  the  most  luxurious 
gaming  ship  afloat. 
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Welcome  to  Stage  3.  A  new  line  of  Kenwood  home 
products  designed  to  do  nothing  less  than  simplify  the 
way  people  interact  with  their  technology.  The  first 
product  is  the  Stage  3  Home  Theater  Controller  (KC-Z1). 
A  Dolby*  Digital  (AC-3)  audio/video  controller  that 
integrates  and  controls  up  to  ten  other  audio  and 
video  components.  It  also  includes  THX®  Cinema  and  six 
channels  of  output  for 
surround  sound.  But  the 
heart  of  Stage  3  is  the 
portable  TouchPanel. 
This  intuitive  graphic 
interface  lets  you  oper- 


everything  from  adjust 
ing  the  volume  to  setting  digital  delay.  And  only  the 
choices  you  need  appear.  Because  tike  all  Stage  3  pro- 
ducts, the  TouchPanel  puts  the  power  over  technology 


dealer  nearest  you,  please  call  1-800-KENWOOD  or  check 
out  our  brand  new  web  site  at  www.kenwoodusa.com. 
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. .  .7,000, 10,000. . . 
O-kay,  leveling  off 
at  15,500  feeU  at  which 
point  I  found  myself 

looking  up 
through  the  canopy 
at  N el  lis  Air  Force 
Base,  three  miles  below. 
We  were  upside 
down.  Nice  touch. 
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Let's  do  lunchbox 
Page  194 


'Yes,"  I  said.  "lain 
a  powerful  cultural 
attache  with 
many  important 
global  connections,  to 

one  of  whom 
Fd  like  to  send  a  mes- 
sage. I  need  this 
translated  en  Francais, 
s'ilvous  plait" 

Page  41 
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Tiere  s  nothing  in  the  world  quite  like  it.  WeVe  checked. 

No  other  vehicle  comes  close  to  a  Range  Rover  4.0  SE.   Not  in  style,  refinement,  or  the  Sahara. 
That's  because  with  its  4.0-liter  V8  engine,  electronic  traction  control,  and  all-terrain  ABS,  it 
can  easily  travel  in  places  that  won't  even  sustain  life.   Let  alone  an  ordinary  vehicle.  And  if  it's 
amenities  you're  looking  for,  look  no  farther.    THERE  are  individually  heated  front  seats,  dual  elec- 
tronic climate  controls,  and  even  an  eleven-speaker  audio  system,  to  name  just  a  few.    You'll  even  find 
dual  airbags.  Although  we  hope  you  never  do.  So  why  not  call  1-800-FINE  4WD?  Or  RANGE  ROVER 


visit  our  Web  site  at  http://www.LandRover.com  for  more  information.  We  admit 
that  a  #55,000*  price  tag  is  a  rarity.  But  then,  so  is  the  Range  Rover  4.0  SE.  And  if 
you  still  have  any  doubts,  just  check  for  yourself. 
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Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


Tank'  Franchise  Watch 

18Kgold. 

A  new  collection  of  Tank  watches 
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THE      ART      OF      BEING  UNIQUE 

ATLANTA  •  BAL  HARBOUR  •  BEVERLY  HILLS  •  BOSTON  •  CHEVY  CHASE  •  CHICAGO  ■  FORT  LAUDERDALE  ■  HONOLULU 
HOUSTON  •  LAS  VEGAS  ■  MONTREAL  •  NEW  YORK  •  PALM  BEACH  SAN  DIEGO  •  SAN  FRANCISCO  ■  SOUTH  COAST  PLAZA  ST  LOUIS 
TORONTO  ■  VANCOUVER  •  ARUBA  •  FREEPORT  ■  NASSAU  •  SAN  JUAN  ■  ST.  BARTHELEMY  •  ST.  MARTIN  ■  ST.  THOMAS 
For  a  copy  of  our  catalog,  call  1-800-CARTIER 


I  have  seen  history  unfold  before  me. 

I  have  seen  the  enduring  strength  of  the  human  spirit. 

I  have  seen  freedom  triumph  over  oppression. 

I  would  like  to  see  peace. 


-James  Nachtwey,  photojournalist. 
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DISPOSABLE  CONTACT  LENSFS 


Something  as  precious  as  your  sight  deserves  something  as  advanced  as  1-Day  Acuvue.  The  ultimate  contact  lens. 
Precision  crafted  like  no  other  lens.  You  change  them  every  day,  so  they're  cleaner,  more  comfortable 
and  healthier  for  your  eyes.  Visit  your  doctor  for  a  free  trial! 

What  would  you  like  to  see? 
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Try  it  dry. 


"Always  forgive  your  enemies — 
but  never  forget  their  names." 

—Robert  F.  JaKk  Kennedy 


Th 


Puff  Links 


Say,  sharpie,  those 
sleeves  of  yours 
are  really  sa-mokin'. 
Now  that  cigars 
are  to  the  '90s  what 
cocaine  was  to 
the  '80s,  we 
suppose  it 
was  only 
a  mat- 


ter of  time  be- 
i  fore  someone 
figured  out 
how  to  wear  them 
on  your  wrists. 
These  nifty  enamel 
Cuban  cigar-shaped 
cuff  links  and  studs 
by  J.J.  Weston 
go  for  $95  a  set.  To 
order  call  C.J. 
Haas  &  Co.,  800- 
603-0040  (style 
#2910). 
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n  the  market  for  an  eight-foot-tall, 
2,500-pound  mechanical  elephant? 
Hew  Kennedy  and  James  Hep- 
worth,  a  farmer  and  antique  dealer,  re- 
spectively, out  of  Shropshire,  England, 
might  have  just  the  thing. 
Nellie  is  one  of  at  least  six  motorized 
pachyderms  built  by  the  late  Frank 
Stuart,  an  English  theatrical  en- 
gineer, in  the  early  1950s.  Stuart, 
who  apparently  had  high  hopes  for 
his  behemoths,  as  well  as  a  pen- 
chant for  bluster,  boasted  to  news- 
papers of  worldwide  orders  of  up 
to  160.  "He  could  be  overzealous 
with  the  information  and  financial 
aspects  of  whatever  he  was  in- 
volved with,"  says  Larry  Gavette,  a 
retired  GM  inspector  from  Water- 
ford,  Michigan,  who  used  to  own 
one  of  the  elephants  and  has  re- 
searched their  creator.  "Stuart  flew 
fast  and  loose." 
The  elephants'  frameworks  were  put 
together  by  Hunwicks  &  Co.,  a  steel 
fabricator  in  Halstead,  England.  The 
legs  were  refashioned  airplane  struts,  and 
the  eight-horsepower  power  plants  came 
from  English  Fords.  Stuart  used  realistic 
skins  made  from  scorched  black  felt  and  covered  them  with 
white  and  black  paint.  Alas,  many  suffered  untimely  ends, 
including  one  that  had  to  be  scrapped  after  its  owner  tried 
to  walk  it  over  cobblestones,  and  a  smaller,  "amphibious" 
model  that  apparently  wasn't. 

In  1950,  Detroit's  Cunningham's  drug  store  chain  pur- 
chased one  of  Stuart's  elephants  new  for  $7,000,  but  what 
Nellie  or  her  three  existing  siblings  would  be  worth  today 
is  anybody's  guess.  Kennedy  and  Hepworth  report  that 
since  buying  Nellie  they've  reworked  her  engine,  cleaned 
out  her  fuel  tank,  tightened  up  her  i96os-era  hydraulic 
brakes  and  reskinned  her.  She's  running  fine,  and  they've 
taken  her  for  more  than  a  few  strolls,  sitting  up  high  on 
her  neck  where  her  controls  are  located.  And  why  so  much 
loving  care?  They're  selling  her,  of  course.  Inquiries:  James 
Hepworth,  44-1568-770218,  fax  44-1568-770753. 
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nlike  most  kids  headed  back  to  prep  school  this 
fall,  the  privileged  students  of  Kent  School  can 
count  on  learning  a  thing  or  two  about  menial 
ibor — the  hard  way. 

"You  want  to  be  a  part  of  this  school?  Here's  your 
room,"  says  Headmaster  Dick  Schell,  of  the  Jobs  Pro- 
ram,  a  guiding  force  at  Kent  since  it  was  founded  by 
Benedictine  Episcopal  monk  back  in  1906.  Originally 
boarding  school  for  boys  of  families  of  "modest 
leans,"  tuition  was  kept  low  for  decades  because 
tudents  did  the  upkeep  themselves.  Working 
i  daily  shifts,  they  washed  dishes,  cleaned 
lassrooms,  raked  lawns  and  generally  kept 
tie  place  spic-and-span.  Practical,  yes;  but 
lso  integral  to  the  Benedictine  tradition  I 
f  work,  study  and  prayer. 

With  tuition,  room  and  board  now  at  \ 
22,900  a  year,  there  are  no  more  middle- 
Lass  boys  at  Kent.  (Recent  enrollees  include 
member  of  the  Swedish  royal  family,  as  well 
s  notable  American  heirs.)  Still,  the  routine  re 
lains  the  same.  The  plant  superintendent — a  former 
xarine — uses  a  computer  to  generate  daily  assign- 
lents  for  each  of  550  students.  Work  lasts  around  20 


Four 
Years  at 
Hard 
Labor 


i\  minutes — not  exactly  backbreaking,  but  pro- 
bably 20  minutes  more  than  you  can  get 
/  your  kid  to  do.  Student  job  inspectors  root  out 
slackers,  and  exemplary  workers  are  reward- 
ed with  intellectually  challenging  tasks,  such 
as  guiding  tours  and  computer  consulting. 
Other  schools  have  jobs  programs,  but  nothing 
like  Kent.  "We're  fighting  materialism  in  our  young 
people,"  notes  Schell.  "They  get  it  from  their  parents." 
Kent  School,  Kent,  CT  06757;  860-927-3501. 


Big  Developments  in 
VEiniature  Golf 


iniature  golf 
may  still  rank 
with  duckpins 
n  our  shores,  but  it 
as  quite  a  following' 
verseas.  Particularly 
i  Europe,  where 
he  Zurich-based  World 
linigolfsport  Feder- 
tion  boasts  40,000 
layers.  The  34th 
luropean  Champion- 
hips,  held  in  Odense, 
•enmark,  in  August — 
ist  after  we  went  to 
ress — was  expected  to 
raw  putters  from  25 
ountries. 


Last  year,  Team  USA 
came  in  dead  last.  The 
problem?  Americans 
aren't  familiar  with 
the  Continental  style 
of  play.  Known  as  bah- 
nen — German  for 
"rail  golf — the  Euro- 
pean game  is  all  about 
angles:  almost  like 
billiards,  with  smooth 


surfaces  and  none  of 
the  cartoonish  obsta- 
cles and  "luck  holes" 
so  prevalent  in  the 
U.S.  And  unlike  the 
mish-mash  of  courses 
here  at  home,  Feder- 
ation-sanctioned 
courses  dominate  in 
Europe,  affording 
golfers  ample  practice 
on  standard  layouts. 

But  the  days  of 
European  dominance 
may  be  numbered. 
In  October,  a  new 
American  Inter- 
national Course  will 
debut  at  the  National 
Miniature  Golf 
Championship  at 
Boomers  in  Boca 
Raton.  Dreamed  up  by 


FYI 


the  big  minds  at  the 
Miniature  Golf  Asso- 
ciation Of  America,  in 
conjunction  with 
Arnold  Palmer  Design, 
the  system  features 
undulating  astroturf 
greens,  simulated 
traps  and  hazards, 
and — important — stan- 
dard specifications.  If 
all  goes  as  planned,  the 
course  will  become  a 
staple  at  international 
competitions  after 
1996,  and  may  soon 
show  up  at  an  outdoor 
entertainment  center 
near  you.  National 
Miniature  Golf 
Championship,  October 
1 7-20.  For  info:  800- 
688-1685. 
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In  Case  OfEmergenceeeeee. 


The  cables  just 
snapped,  and  your 
elevator  is  plung- 
ing toward  doom.  Not  a 
moment  to  lose.  Do  you  lie 
spread  out  on  the  floor  to 
distribute  the  impact? 
Jump  at  the  last  second  to 
decrease  your  velocity? 
Drop  head  backward  and 
kiss  your  butt  goodbye? 

We  didn't  know,  either. 
So  we  called  Albert 
Bartlett,  professor  emeritus 
of  physics  at  the  University 
of  Colorado.  The  occu- 
pants of  a  free-falling  ele- 
vator, he  says,  would 
experience  weightlessness, 
with  all  the  disorientation 
that  comes  with  it.  "You 
would  be  just  like  the  as- 
tronauts, who  are  weight- 
less because  they're 
free-falling  at  a  rate  of  9.8 
meters  per  second 
squared,"  Bartlett  contin- 
ues. "If  you're  tall  enough, 


try  to  brace  yourself  be- 
tween the  floor  and  the 
ceiling,  with  knees  bent.  If 
you're  floating  around, 
double  up  into  a  ball  and 
put  your  arms  around  your 
head,  to  avoid  it  being 
smashed  when  the  elevator 
hits  bottom." 

Fortunately,  most  eleva- 
tor cars  have  up  to  ten  ca- 
bles attached  to  the  top 
and  an  independent  gover- 
nor line  on  the  side,  which 
kicks  in  at  approximately 
20%  above  the  rated  speed. 
According  to  the  National 
Association  For  Elevator 
Safety,  the  only  free-fall  on 
record  was  in  1945,  when  a 
B-25  slammed  the  Empire 
State  Building  and  sliced 
through  the  elevator  shaft. 

The  lone  occupant 
dropped  71  floors.  She  sur- 
vived, thanks  to  wind  resis- 
tance and  cables  that  coiled 
up  underneath  the  car. 


he  late,  renowned  opera  critic  Dale  Harris 
probably  heard  more  fat  ladies  sing  than 
anyone  else  on  earth.  Fortun- 
ately for  all  who  enjoy  opera,  his  erudi- 
tion  lives  on  in  a  pair  of  tutorial  audio  \ 
collections:  Enjoying  Opera  and  Enjoying 
Italian  Opera.  Many  of  the  works  Harris 
dissects  will  be  featured  on  this  season's 
Saturday  afternoon  radio  broadcasts  from 
the  Metropolitan  Opera,  including 
Aida  and  La  Traviata.  Notes  our 
resident  opera  aficionado,  Ed 
Santelmann:  "Intriguing 
histories  and  brilliant  cri- 
tiques— I'll   never  need 
those   blasted  subtitles 
agai  n . "  HighBridge  Audio, 
five  hours  each;  tapes 
CDs  $45;  800-755-8532. 


http://www.mapquest.com/http.. 


Next  time  your  cabdriver 
"dunno"  how  to  get  there, 
plug  your  cellular  into  your 
laptop,  punch  up  MapQuest 
and  tell  him  where  to  go. 
This  service  offers  'Net 
surfers  detailed  maps  of 
20  major  U.S.  cities,  as  well 
as  the  hot  spots  in  each. 
Another  100  foreign  cities 
are  being  added.  The 
TripQuest  function  is  the 
best  on  the  'Net  for  driving 
directions.  Enter  any  two 
§"  towns  with  populations 
a  greater  than  your  I.Q.,  and 
g  you'll  get  easy-to-follow 
g  directions,  if  not  necessar- 

ily  the  quickest  route. 
«  Slow  at  times,  MapQuest 
S*  beats  Microsoft's  Automap  9 
§*  Road  Atlas  by  a  mile. 
E  Give  it  a  look. 

/AM.//:d%%vymoo"\sanbdBvcr  MJAM/fi 
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COLE  HAAN  1 

Know  the  difference 


e,  available  in  chocolate  or  black.  To  know  more,  write  Cole-Haan,  Dept.  F10,  One  Cole-Haan  Drive,  Yarmouth,  Maine  04096. 


(The  FYEye) 


Worth  a  Shot 
(or  Two) 


Leapin  'Lizards! 


t's  nice  to  come  across  an  environ- 
mental artist  with  a  fine  touch, 
and  such  is  the  case  with  Oenone 
Hammersley,  British  wife  of  an  Amer- 
ican diplomat  and  frequent  visitor  to 
those  most  tenuous  regions,  the  rain 
forests.  In  watercolor  and  gouache — 
an  egg  tempera  favored  by  fresco 
painters  of  old — Hammersley's  por- 
traits are  almost  Rousseau-esque  in 
their  primitivism.  She  works  from 
photos,  but  memory  also  plays  a  role, 


of  the  sweaty  tracts  she's  traipsed 
from  Cameroon  to  Costa  Rica,  and 
most  recently  up  the  Amazon  in  Peru. 
She's  been  exhibiting  since  1980,  well 
before  the  plight  of  the  rubber  trees 
was  on  every  fading  rock  star's  lips. 
Her  pieces  run  $600  to  $2,500,  and  a 
portion  benefits  charitable  rain  forest 
concerns.  Hammersley's  "Amazon 
Rain  Forest  Paintings  Of  Peru"  will  be 
at  the  National  Zoo  in  Washington, 
Sept.  21-22.  Call  her  at  703-739-4937. 


Unlike  most  Mexican  firewat 
er  we've  arm-wrestled  down  over  thd 
years,  Tres  Generaciones,  the  pre 
mium  offering  from  Tequila  Sauza,  ia 
meant  to  be  savored.  Recently  wel 
tried  an  aged  snootful,  and  it  left  us 
with  no  industrial  aftertaste,  no  flash 
ing  lights,  no  wishing  for  death  the 
next  morning.  Indeed,  sipped  from  a 
snifter — sans  crushed  ice,  lime,  salt, 
worms,  Jimmy  Buffett  music 
and  everything  else  one  usu- 
ally employs  to  deaden  the 
taste — the  amber-hued  liquor 
reminded  us  of  a  nice  cognac 
we  had  in  Tijuana  once. 
At  least  we  think  it 

was  Tijuana   Tres 

Generaciones  Tequila, 
8o proof,  $jo-$jsfor  750 
ml,  at finer  hooch  houses 
everywhere. 


If  the  Oyster  is  Your  World 


"He  was  a  bold  man 
that  first  eat  an  oyster," 
observed  Jonathan 
Swift,  most  likely  after 
surveying  a  platterful 
of  the  slimy  little  suckers 
on  the  half  shell.  If  you  dig 
oysters — but  not  necessarily  raw — check  out 
the  National  Oyster  Cook-Off  in  Leonard- 
town,  Maryland,  on  October  19.  Now  in  its 
17th  year,  the  contest  judges  entries  from 
across  the  country  in  several  categories.  Last 
year's  $1,000  grand  prize  went  to  a  White 
Oyster  Chili — too  lengthy  to  publish  here, 
alas,  but  featured  prominently  along  with  40 
other  recipes  in  the  16th  Annual  Cookbook, 
available  by  mail-order.  Just  to  whet  your 
appetite,  here's  something  for  those  end-of- 
season  barbeques.  National  Oyster  Cook- 
Off  Cookbook,  $4;  P.O.  Box  6$,  D.E.C.D., 
Leonardtown,  MD  20650. 


CREAMY  GARLIC  GRILLED  OYSTERS 

by  Marty  Hyson,  Glen  Burnie,  Maryland 
1995  first-place  winner,  Outdoor  Cookery 


24  shucked  Maryland  oysters 

on  the  half  shell 
1  1/2  cups  white  wine 
8  shallots,  finely  chopped 
3  cloves  of  garlic,  crushed  or  pureed 


1  cup  heavy  cream 

6  Tbs.  butter,  cut  into  pieces 

4  Tbs.  parsley,  finely  chopped 

1  loaf  French  bread 

24  thin  slices  of  garlic  clove 


Bring  wine  to  boil  in  large  pan.  Add  shallots,  garlic 
and  stir.  Let  boil  for  at  least  5  minutes.  Strain  liquid, 
removing  all  pulp,  add  cream  and  bring  to  boil  to 
thicken  slightly.  Beat  in  butter  with  a  wire  whisk,  a 
few  pieces  at  a  time.  Add  parsley  and  stir.  Pour  sauce 
over  oysters  and  top  each  with  garlic  slice.  Grill  for  10- 
15  minutes.  Serve  with  sliced  French  bread. 
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Mf  [E  MILLIONS 


SAVE 


Buy  Barry  Kaye's  best-selling  books  and  videos  featuring  exciting 
new  techniques  and  investment  alternatives  that  can  optimize  J 
your  assets  or  eliminate  costly 
estate  taxes. 


ONS! 


Barry  Kaye  once  again 
convincingly  conveys  the 
concept  that  insurance 
can  not  only  preserve 
worth,  but  increase  it.  He 
describes  over  50  concepts 
and  ideas  that  show  the 
tremendous  power  of 
utilizing  insurance  in  ways 
never  expressed  before. 

SPECIAL  OFFER 

Book  &  video,  $130  value,  only 


Please  add  S&H,  $4.10  and  ST  where 
applicable.  (MC  and  VISA  accepted) 

If  you  are  worth  over  $2  million  and  can  qualify, 
you  can: 

■  Increase  your  $600,000  exemptions 
up  to  $143  million  ,  in  effect  making 
your  entire  estate  TAX  FREE! 

■  Reduce  your  estate  tax  costs  up  to 
90%  -  guaranteed! 

■  Increase  your  IRA10  to  20  times 

■  Increase  your  Muni,  T-Bill  and  CD 

yields  up  to  20% 

■  DOUBLE  your  gross  estate  and 
TRIPLE  your  net  estate 

■  Increase  your  $10,000  annual  tax-free 
gifts  to  $1  million 

■  Buy  life  insurance  to  pay  taxes-pay 
nothing  until  you  die,  and  then  IT'S 
COMPLETELY  TAX  DEDUCTIBLE 

■  Increase  your  income  to  your  spouse 
up  to  6  times  at  your  death 

■  Increase  your  $1  million  generation 
skipping  exemptions  up  to  50  times 

■  Sell  appreciated  property  with  no 
capital  gains  taxes 

M  PLUS  MANY  MORE  IDEAS 


Get  Barry  Kaye's  valuable  new  report 
absolutely  free 

Purchase  Die  Rich  and  Tax  Free!  for  $29.95 
or  both  the  hook  and  video  seminar, 
Save  A  Fortune  On  Your  Estate  Taxes  for 
$69.95  and  receive  a  FREE  COPY  of 
How  To  Increase  Your  Exemptions 
From  $600,000  To  $143  Million! 


ANOTHER  NEW  BOOK 

FROM  BARRY  KAYE 

Live  Rich  and 
enjoy  a  better  life! 

In  Barry  Kaye's  new 
book,  LIVE  RICH, 
-a  motivational  18- 
step  guide  to  a  rich 
lifestyle,  he  shares 
the  techniques  and  philosophies 
he  has  used  to  achieve  financial 
and  personal  success.  Available  in 
fine  bookstores.  $24.95  or 
TO  BUY  NOW,  CALL 
(800)  LIVE -RICH 

Add  S&.H  $4.10  and  ST  where  applicable. 


Don't  miss 
Barry  Kaye'sl 
vst -selling 
book,  Die  RicH 
and  Tax  Free.'l 
now  in  it's  third 
printing.  See  his 
video  seminar, 
Save  A  Fortune  Om 
Your  Estate  Taxes,  irJ 
the  privacy  of  youn 
own  home.  This  is| 
the  same  seminan 
that  over  100,000| 
people  throughout 
the  country  have 
already  attended. 


This  free  phone  call  can  be  worth  millions 

Call  (800)  343-7424  and  ask  for  your: 

■  FREE  24  page  report,  Wealth 
Preservation  Strategies 

■  FREE  customized  proposal  tailored 
to  your  financial  situation 

■  FREE  information-packed 
Forbes'  reprints 

■  FREE  CONSULTATION  with 
Mr.  Kaye,  in  person  or  on  the  phone 

Starter  kits  fnr  professionals 

Send  for  Barry  Kaye's  books,  3 -hour 
public  seminar  and  8-hour  professional 
seminar.  $500  value,  only  $350.  Die 
Rich  software  package  $1,000. 

TO  ORDER  CALL 

[800]  DIE-RICH 

(800)  343-7424 


Barry  Kaye  Associates® 
Wealth  Creation  Centers® 

  America's  Foremost  Estate  Taj  Cost  Discount  Specialists! 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)  282-0775 
http://»  •w-w.cvbergate.com/barrykaye 

All  figures  based  on  current  assumptions. 

(cj  19%  Barry  Kaye  Associates  and  Wealth  Creation  Centers  (r) 


|AUTO  EXOTICISMJ 


Pony  Express 

By  Parnelli  Jones 


HAD  BEEN  AT  INDIANAPOLIS  FOR  THE 

oo.  It's  always  a  great  week  down  on  pit 
ow,  or  sitting  up  there  in  the  stands  watch- 
ng  time  trials.  But  if  you're  an  old  racer 
ike  me,  you  start  to  get  the  itch  to  be  out 
»n  the  track  yourself.  People  still  ask  me 
low  it  feels  tearing  down  that  straightaway 
nd  into  Turn  One  at  Indy,  and  I  always 
ell  them  the  most  apt  description  I  ever 
leard:  it's  like  driving  down  the  street 
t  200  miles  an  hour  and  turning  left  into 
rour  driveway.  Not  for  everybody,  I  sup- 
>ose.  But,  for  me,  a  great  feeling. 

The  itch  was  still  pretty  bad 
yhen  I  got  home  to  Los  Angel- 
:s.  And  that's  when  I  got  a  call 
sking  if  I'd  like  to  drive  up  to 
he  Willow  Springs  race  track 
»ut  near  Mojave  and  try  out  the 
tew  Saleen  Mustang  on  a  closed 
ourse.  It's  a  pretty  safe  track 
ince  there's  not  much  to  hit  in 
he  desert  except  sagebrush  if 
rou  go  off  the  asphalt.  Sounded 
ike  just  the  cure  to  me. 

The  Saleen  Mustang  is  named 
iter  Steve  Saleen,  himself  a 
ormer  race  driver  who  went  on 
o  become  a  team  owner  and 
milder.  So  he  knows  something 
ibout  the  serious  driver.  The  car 
le  builds  is  so  tough  and  fast, 
:ven  George  Foreman  has  one. 

So,  what's  a  Saleen?  Well,  ba- 
ically  Steve's  company  orders  a 
elect  number  of  stock  Mustang 
jT  5.0s  each  year  from  the  Dear- 
>orn  plant  where  they're  made, 
rhen  a  team  of  technicians  takes 
:ach  car  apart,  throwing  a  lot  of  the  factory 
)arts  away  and  installing  custom  replace- 
nents.  Changing  one  of  these  Ponies  over 
rom  top  to  bottom  takes  about  120  hours, 
fhey'll  add  a  new  camshaft,  cylinder  heads 


and  intake  manifold  to  the  engine,  for  ex- 
ample. And  by  the  time  they're  done,  it's 
about  75%  more  powerful  than  the  car  that 
left  the  Ford  factory.  (Since  they  upped  the 
power  to  about  150  hp,  they  had  to  add  a 
new  speedometer  as  well;  the  new  one  goes 
up  to  200  mph.) 

It  was  about  103  degrees  the  day  I  got 
out  to  Willow  Springs,  two  hours  north  of 
LA.  I  used  to  run  the  course  years  ago, 
and  I  also  used  to  scramble  trucks  and  dirt 
bikes  up  in  the  hills  around  the  track,  so  I 
know  the  area  pretty  well.  It's  real  scrub 


The  Saleen 
Mustang  may 
be  street 
legal,  but  it 
feels  every 
inch  a  race  car 


country  out  that  way,  but  I  love  it. 

When  I  got  behind  the  wheel  of  the 
Saleen,  the  car  sure  didn't  look  or  feel  like 
your  basic  Five-Oh  anymore.  They've 
added  Recaro  racing  seats — real  buckets — 


rYi 
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that  are  comfortable  and  come  up 
high  along  your  butt  so  you  really  feel 
supported  in  the  car.  The  gear  shift 
has  a  closer  ratio,  and  the  gauge  clus- 
ter on  the  dash  has  a  white  back- 


through.  The  model  I  drove  was  a 
351,  so  it  had  a  lot  of  torque  to  begin 
with,  and  the  supercharger  gave  it 
even  more  top  end.  The  harder  1  got 
on  it,  the  better  it  handled. 


Now,  whenever  you  test  a  new  car  its  a  good  idea  to  inch 
your  way  up  to  speed  little  by  little.  So  I  hit  the  track  at  about 
100  mph,  and  then  started  concentrating  on  going  fast. 


ground  that  is  easier  to  read  than  the 
usual  black. 

Now,  whenever  you  test  a  new  car 
it's  always  a  good  idea  to  inch  your 
way  up  to  speed  little  by  little.  So  I  hit 
the  track  at  about  100  mph,  and  then 
started  concentrating  on  going  fast. 

Saleen  has  changed  a  lot 
more  on  this  car  than  just  the 
engine.  (Each  car  is  so  altered 
from  the  machines  that  come 
out  of  the  factory,  in  fact,  that 
Saleen  is  legally  registered  as  a 
manufacturer.)  The  chassis  has 
been  pretty  well  tuned  up,  and 
they've  replaced  the  springs  and 
struts.  They've  added  a  sway 
bar,  side  skirts,  and  a  rear  wing 
and  front  spoiler,  so  at  120  to  130 
the  ground  effects  combine  to 
provide  good  stability  on  the 
track.  None  of  the  slipping  and 
sliding  you'd  expect  from  a 
street  vehicle. 

The  Willow  Springs  track 
has  got  one  long  high-speed 
corner  just  before  you  pass  the 
pit  area  on  the  straightaway, 
and  it's  in  high-speed  corners 
that  a  car's  true  colors  will  come 
out  (and  this  car  comes  in  quite 
a  few  crazy  colors).  A  lot  of 
people  don't  know  that  handling 
high-speed  curves  is  the  toughest  job 
a  race  driver  has.  In  fact,  they  think 
driving  an  oval  course  is  just  "going 
around  in  circles."  But  nothing  could 
be  more  wrong.  Tight,  slow  curves 
might  look  more  dramatic  because 
the  driver  is  throwing  the  car  all  over 
the  place,  but  in  a  high-speed  curve 
you've  got  to  hold  the  car  out  there  on 
the  edge.  You  make  any  mistakes  and 
you  won't  be  easily  forgiven. 

And  that's  where  the  Saleen  came 


Coming  to  the  end  of  that  high- 
speed turn  at  no  mph,  I  down-shift- 
ed into  third.  The  gear  was  a  little 
hard  to  find — my  one  complaint 
about  the  car — but  when  I  tapped 
the  brakes  I  knew  right  away  that 
they  were  better  than  anything  that 


basic  packages:  the  281  engine  that 
starts  at  about  $29,000,  and  the  351 
engine,  the  one  I  drove,  for  about 
$43,000.  Add-ons  here  and  there  can 
put  the  price  up  over  $50,000,  but  to 
a  lot  of  folks  it'll  be  worth  it,  and 
they're  the  same  folks  who  won't 
mind  putting  premium  fuel  in  every 
trip  to  the  gas  station. 

You  know,  race  cars  are  built  strict- 
ly for  that:  racing.  They're  too  ugly 
to  run  on  the  street.  The  beauty  of 
the  Saleen  is  that  it  feels  like  a  race 
car,  but  once  you  throttle  back  it 
becomes  a  street  car  again,  smartly 
laid  out  and  quiet  inside.  In  fact, 
when  I  came  off  the  track  at  Willow 
Springs,  I  cranked  up  the  radio  and 
the  air  conditioning  and  was  ready 


Mustang  Saleen:  Parnelli  better  slow  this  Mustang  down. 


came  with  the  Ford  stock  package. 
Much  better.  Saleen  will  install  four- 
piston  calipers  with  13-inch  disks. 
Plus,  they've  added  big  18-inch  wheels 
and  ram-air  intakes,  which  means 
you  get  much-needed  cooling  on 
each  wheel. 

All  in  all,  Saleen  has  put  a  lot  of 
thought  into  the  car,  and  it's  really 
fun  to  drive.  You  look  at  the  price 
range  it  falls  into  and,  well,  it  may 
sound  high,  but  considering  what  you 
get  it's  not  out  of  sight.  There  are  two 


to  head  home  on  the  freeway. 

But  then  I  decided  that  I  wasn't 
quite  ready.  I  had  spent  the  after- 
noon going  clockwise  around  the 
track,  and  since  there  was  plenty  of 
daylight  left,  I  thought  I'd  spend  a 
little  time  doing  counterclockwise  laps. 
Driving  backwards;  it's  just  another 
one  of  those  itches  some  old  racers 
get  from  time  to  time.  • 

For  dealers:  800-SALEEN-4;  or  hook 
up  on  the  'Net  at  www.saleen.com. 
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Greg  Gorman,  Photography 

Solarized  Colorization 
"Turn  It  On  " 


THE  BOLD  LOOK 

KOHLER 

Sure,  there's  new  and  different  and  then  there's  our  revolutionary  BodySpa.™  Using  just  37  gallons  of 
water  (think  small  bath),  this  ingenious  bit  of  engineering  can  actually  generate  80  gallons  per  minute  of 
pure  massage.  What's  more,  you  control  the  power.. .from  invigorating  jets  to  drenching  waterfall.  So 
much  for  tension.  Seethe  Yellow  Pages  for  a  Kohler®  Registered  Showroom.  For  product  literature,  send 
$8  to  Kohler  Co.,  Dept.  PX9,  Kohler,  Wl  53044  or  call  1-800-220-2291,  ext.  PX9. 

Utility  and  Design  Patents  Pending  <S  1995  by  Kohler  Co. 


ADVERTISEMENT 


IWC'S  PORTUGIESER: 

A  Salute  to  Heritage  and  Horology 


Some  watches  are  simply 
too  beautiful  for  descrip- 
tion and  can  be  appreciated 
only  when  touched,  held, 
and  in  the  case  of 
minute  repeaters  —  lis- 
tened to.  Such  is  the  case 
with  the  IWC  Portugieser 
timepiece. 

Reintroduced  by  IWC, 
International  Watch  Com- 
pany, Ltd.,  Schaffhausen, 
just  a  few  years  ago  to  cele- 
brate the  company's  125th 
anniversary,  the  Portugieser 
has  enjoyed  incredible  suc- 


cess. That  relaunched 
jubilee  timepiece  (in  1993 
with  a  very  limited  edition  f 
500  pieces  in  rose  gold,  250 
in  platinum  and  1,000  in 
stainless  steel)  was  an  exact 
replica  of  the  original 
Portugieser. 

Designed  as  a  pocket 
watch  meant  to  be  worn  on 
the  wrist,  the  original 
Portugieser  wristwatch  was 
introduced  in  1943  when 
IWC  received  a  request 
from  Portugal  from  a  cus- 
tomer who  wanted  a  wrist- 


watch  of  the  same  size  and 
accuracy  as  a  pocket  watch. 
IWC  then  selected  the 
slimmest  pocket  watch 
movement  in  its  range  and 
designed  a  classic  case  to 
house  it.  The  watch  was 
destined  for  an  eventful  life. 

Today,  in  terms  of  design, 
the  Portugieser  watch  is  an 
exact  replica  of  the  original. 
It  features  the  same  silver- 
plated  dial,  embossed  Arabic 
numerals,  tapered  hands  and 
discreetly  patterned,  slightly 
recessed  seconds  dial. 


In  terms  of  interior  mech- 
anisms, though,  IWC's 
newest  Portugiesers  have  us 
marching  to  a  different  tune 
—  Portugiesers  that  didn't 
exist  in  the  1940s:  The 
Minute  Repeater  and  the 
Split-Seconds  Chronograph. 

The  Portugieser  Minute 
Repeater  is  yet  another 
mechanical  masterpiece 
from  Schaffhausen.  It  tells 
the  wearer  the  time  acousti- 
cally in  hours,  quarters  and 
minutes  on  two  finely  tuned 
gongs.     What's  more,  it's 


Below  Left:  Ref.  3712,  the  Portugieser  Split-Secorids  Chronograph  is  housed  in  an  18-karat  rose-gold  case  arid  features  a  highly  complex,  patented 
movement,  It  retails  for  $18,000.  Below  Right:  The  sapphire  case-back  of  the  5240  Portugieser  Minute  Repeater  allows  full  viewing  of  the  intricate- 
ly decorated  hand-wound  95290  calibre  movement.  Opposite:  Ref.  5240,  IWC's  Portugieser  Minute  Repeater  is  available  in  a  limited  edition  of  250 
rose  gold  pieces,  and  250  yellow  gold  pieces  that  retail  for  $75,000.  This  timepiece  also  has  a  very  limited  series  of  50  pieces  in  platinum  for  $85,000 
retail,  In  all  of  its  glory,  the  Minute  Repeater's  acoustical  time-telling  is  music  to  the  ears. 


ADVERTISEMENT 


ivailable  in  an  extremely 
imited  edition  of  50  pieces 
n  platinum,  and  just  250  in 
ellow  gold,  and  250  in  rose 
[old. 

Exquisite  in  its  simplicity 
>f  design  and  complexity  of 
lorology,  the  Portugieser 
Minute  Repeater  is  designed 
or  those  who  view  time- 
:eeping  as  a  sensual  experi- 
ence for  the  eye,  the  ear  and 
he  intellect. 

IWC's  Portugieser  Minute 
lepeater  features  a  small 
econds  subdial  at  the  9:00,  a 
apphire  crystal  back  to 
eveal  the  hand-decorated 
novement,  and  an  "all-or- 
lothing"  function  that  pre- 
sents the  repeater  from 
triking  if  the  slide  is  not 
ully  depressed. 

The  other  recently  intro- 
luced  IWC  Portugieser 
hat  has  been  turning  heads 
s  the  Split-Seconds 
Chronograph.  With  45- 
lour  power  reserve,  this 
lattrapante  features  a  high- 
y  complex  movement  for 
vhich  IWC  has  obtained  a 
>atent.  In  fact,  the  split- 
econds  chronograph 
novement  featured  in  this 
imepiece  (and  also  in 
WC's  Dopplechronograph 
ind  II  Destriero  Scafusia) 
vas  three  years  in  the  mak- 
ng.  It  is  a  hand-wound 
>8,800-beat  76240  calibre 
:hronograph  movement 
?ven  further  improved 
lpon  by  IWC. 

Aside  from  telling  the 
)wner  the  time  of  day,  the 
lattrapante  allows  for  pre- 
:ision  recording  of  two  dif- 
erent  times,  or  of  as  many 
ntermediate  times  as 
■equired.  It  can  divide  the 
:ime  recorded  by  the  stop- 
watch into  separate  units, 
rhe  button  at  10:00  is 
xished  to  stop  the  fly-back 
land,  allowing  the  user  to 


note  an  intermediate  time. 
Pushing  it  again  returns  the 
fly-back  hand  to  the  main 
hand  instantaneously.  The 
Portugieser  Split-Seconds 
Chronograph  is  available 
in  18-karat  rose  gold  and, 
as  of  the  Basel  Fair,  in 


stainless  steel. 

Along  with  all  of  its 
technical  prowess,  the 
Portugieser  Split-Seconds 
Chronograph  also  offers 
elegant  beauty  and  crafts- 
manship inherent  in  IWC 
timepieces.    Each   of  the 


Portugiesers  are  individually 
numbered  by  hand.  For 
more  information,  con- 
tact IWC,  International 
Watch  Company,  Ltd, 
Schaffhausen:  P.O.  Box 
1807,  Winchester,  VA 
22604.  1-800-432-9330. 


-  store  locations  or  more  information  call  1-800-388-6785 
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The  House  Ate  My 
Homework 


By  David  Taylor 


And  other  good  reasons  to 
work  somewhere  else 

I"If  once  a  man  indulges  himself  in 
;  murder,  very  soon  he  comes  to  think  little 
!  of  robbing;  and  from  robbing  he  comes  next 
to  drinking  and  Sabbath-breaking,  and 
i  from  that  to  incivility  and  procrastination." 
Thomas  De  Quincey  (1785-1859),  "Murder 
Considered  As  One  Of  The  Fine  Arts." 

I  work  at  home,  a  situation  that  is  the 
envy  of  my  friends  who  go  to  the  office. 
They  marvel  at  the  freedom  I  enjoy — no 
bosses,  no  secretaries,  no  colleagues  need- 
ing a  little  help  on  their  presentation  for 
the  Doo  Dah  project,  no  prying  eyes,  no 
distractions  to  come  between  me  and  my 
work.  Peace  and  quiet,  my  own  rhythms, 
coffee  and  the  refrigerator  close  to  hand, 
just  me  and  my  conscience.  I  want  you  to 
know  that  it  is  hell. 

I  have  a  column  to  write.  No  problem. 
The  day  stretches  before  me  unblemished 
by  other  obligations.  It's  a  matter  of  a  few 
words,  a  few  cogent  thoughts.  Plenty  of 
time.  Sit  down.  Turn  on  the  computer.  Let 
the  thoughts  flow. 

Writing  is  pathless,  an  adventure  into  un- 
explored territory.  Fear  of  the  unknown 
keeps  you  tiptoeing  around  the  perimeter 
looking  for  landmarks,  hints  of  the  destina- 
tion. You  need  courage  to  plunge  in,  and  a 
firm  application  of  the  Judeo-Christian 
Puritan  work  ethic,  the  belief  that  good  work 
stems  from  perspiration,  not  inspiration. 

The  silence  in  the  house  is  oppressive. 


The  racket  of  a  small  engine  makes  my 
heart  soar,  because  it  tells  me  that  the  gar- 
deners, Mow,  Blow  and  Go,  have  arrived. 
I  need  to  speak  to  them  about  trimming 
the  rosebushes  before  they  use  up  the  15 
minutes  they  allot  us  rearranging  the  leaves 
in  the  backyard.  While  they  butcher  the 
roses,  I  could  run  to  the  nursery  and  get 
grass  seed,  and  they  could  overseed  the 
back  lawn  against  the  winter  kill.  Plenty  of 
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time  for  the  column.  It's  only  9:30. 

I  knew  of  a  writer  who  strapped 
herself  to  her  desk  chair  with  a  safety 
belt,  not  out  of  fear  that  a  brainstorm 
would  knock  her  looping,  but  because 
she  knew  the  mind's  instinct  to  avoid 
work  was  so  powerful  it  would  fling 
her  from  her  desk  before  her  body 


could  take  defensive  measures.  I  sym- 
pathize. In  the  throes  of  work  avoid- 
ance I  have  found  myself  driving  at 
high  speed  miles  from  my  house  with 
no  destination  in  mind  and  no  mem- 
ory of  having  fled  my  computer. 

Anthony  Trollope  forced  himself 
to  write  without  interruption  for  three 
hours  every  morning  before  going  off 
to  his  job  in  the  London  Post  Office. 
If  he  finished  a  novel  in  the  first  min- 
utes of  his  stint,  he  would  push  it 
aside  and  begin  another.  Madness. 
Surely  there  was  a  dripping  faucet  to 
be  fixed  somewhere  in  the  house. 

Actually,  there's  one  upstairs  about 
which  I've  been  meaning  to  do  some- 
thing. It  has  been  dripping  for  a  week. 
There's  no  shame  in  dealing  with 
that.  We  have  not  had  enough  rain 
this  season.  To  let  the  faucet  am  is  a 
crime  against  my  fellow  man,  an  eco- 
logical subversion.  The  hardware  store 
is  only  a  15-minute  round-trip.  Fifteen 
minutes  more  to  replace  a  washer — if 
I  can  find  the  tools. 

I  have  become,  in  my  years  as  a 
homeboy,  skilled,  if  not  proficient, 
in  household  first  aid.  I  can  do  rudi- 
mentary carpentry,  unmessy  painting, 
basic  plumbing.  I  can  reglaze  a  win- 
dow. I  can  change  the  cars'  oil  and  re- 
place belts,  hoses,  tires  and  bulbs.  I 
can  deal  with  drafty  doors  and  win- 
dows, loosened  tiles,  extinguished 
pilot  lights,  leaking  washing  ma- 
chines. I  shy  away  from  electricity. 
James  Thurber  said  he  had  an  aunt 
who  went  around  the  house  plugging 
up  empty  sockets  with  tissue  paper  to 


keep  the  electricity  from  leaking  out 
to  puddle  on  the  floor.  I  think  she  was 
on  the  right  track.  I  have  learned  these 
skills  not  out  of  cheapness  with  trades- 
men, nor  out  of  curiosity,  but  simply 
to. avoid  work. 
The  column. 

Somerset  Maugham  started  his 


mornings  by  reading  for  half  an  hour, 
and  then  he  settled  down  at  his  desk. 
If  he  had  nothing  particular  to  write, 
he  would  sign  his  name  over  and  over 
again  until  other  words  came. 

David  Taylor,  David  Taylor,  David 
Taylor,  David  Taylor,  David. . . .  Thank 
God  for  the  telephone.  Ten  minutes 
discussing  in  depth  the  stock  offerings 
of  the  cold  caller  from  Merrill  Lynch. 
He  believes  in  the  cyclicals.  I  was  just 
beginning  to  sound  him  out  about 
techno-stocks  when  he  had  to  go. 

Honore  de  Balzac  managed  to  write 
more  than  90  novels,  but  it  is  said  that 
when  paralyzed  by  the  blank  page,  he 
would  tumble  his  housekeeper  onto 
the  sofa,  have  at  her  and  then  rail  at 
her  for  having  distracted  him  from  his 
life's  work.  Unfortunately,  we  live  in 
a  more  chastened  time,  and  the  house- 
keeper isn't  due  again  until  Thursday. 

I  have  contracted  for  this  piece. 
People  are  waiting  for  it.  I  have  a  re- 
sponsibility. It  puts  bread  on  the  table. 

Bread.  Dinner.  Responsibility.  The 
column  has  to  wait. 

The  cardinal  rule  of  work  avoid- 
ance is  that  you  must  find  something 
to  do  that  fulfills  all  the  categories  of 
the  job  you're  dodging.  It  must  be  cre- 
ative as  well  as  practical.  It  must  dis- 
charge an  obligation.  It  must,  ideally, 
require  a  lot  of  time,  meticulous  plan- 
ning, attention  to  detail,  problems  to 
surmount.  The  product  should  satisfy 
on  more  than  one  level.  The  worst 
thing  in  procrastination  is  wasting 
time.  Wasting  time  leaves  you  guilt- 
wracked  with  the  sour,  metallic  taste 


of  defeat  in  your  mouth. 

A  homeboy  has  many  duties,  and 
much  as  I  regret  it,  there  are  times 
when  I  am  forced  to  push  aside  the 
work  to  respond  to  the  more  urgent 
needs  of  my  family.  They  need  to  be 
fed,  and  frozen  pizza  is  a  disservice  to 
the  mind  and  body. 

The  perfect  cold  weather  meal  is  a 
cassoulet,  a  complex  and  hearty  French 
bean  stew  from  Languedoc  or  Castel- 
naudary.  (Don't  laugh.  The  temper- 
atures in  Southern  California  have 
recently  plummeted  to  the  mid-50S.) 1 
A  cassoulet  is  not  something  to  ap- 
proach lightly.  It  requires  hours  of 
preparation  and  cooking.  "A  job  worth 
doing  is  worth  doing  well" — that 
Judeo-Christian  Puritan  work  ethic 
again.  Embrace  it. 

Soak  a  quart  of  white  beans  over- 
night in  water.  Problem — it's  already 
noon.  This  is  a  satisfying  challenge. 
Slow  cooking  of  the  beans  will  pro- 
vide the  same  result  as  soaking.  While 
they  seethe,  I  can  go  for  the  rest  of  the 
essentials.  Real  French  garlic  sausage 
requires  a  drive  to  the  Valley,  an  hour 
well  spent.  Duck  or  goose?  Duck  can 
be  found  at  a  poultry  store  on  the  way 
back  to  the  house.  There  is  goose  to  be 
had  in  Chinatown,  but  that's  another 
hour's  round-trip.  There's  no  need  to 
make  a  fetish  of  this.  Use  the  duck. 

When  I  get  home,  I  turn  off  the 
computer  to  save  electricity. 

Cooking  times  for  cassoulet  are 
lengthy,  an  hour  and  a  quarter  here, 
two  hours  there.  Mash  the  garlic. 
Finely  chop  the  onions.  Bind  the  bou- 
quet garni.  Slice.  Layer.  Cube.  If  the 
sausages  were  grilled,  they  might  add 
an  interesting  smoky  taste.  Some 
recipes  call  for  a  little  grated  orange 
peel,  a  subplot  among  the  darker  fla- 
vors of  the  meats.  Reserve  the  juices. 
Taste,  and  adjust  the  seasonings.  Add 
liquid.  Remove  the  bouquet  garni. 
Layer.  Cover.  Bake.  Rewrite.  Details, 
details.  Select  a  wine,  something  ro- 
bust yet  soft,  a  Cote  du  Rhone.  None 
in  the  house.  Better  go  get  some.  Turn 
on  the  computer  again.  David  Taylor, 
David  Taylor,  David  Taylor,  David. ...» 

David  Taylor  is  a  screenwriter 
and  producer  who  lives  in  Los  Angeles. 


f    [     The  cardinal  rule  of  work  avoidance  is  that  you 
^0         must  find  something  to  do  that  fulfills  all  the  cate- 
gories of the job  you're  dodging.  It  must  be  creative  as 
well  as  practical.  It  must  discharge  an  obligation. 
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I  C  0  Y  0  T  E   JACK  J 


Coincidence. . . 
Or  Conspiracy? 


By  Coyote  Jack 


The  strange,  true  story 
of  how  the  FBI  finally  got 
their  man.  They  did  get 
the  right  guy,  didn't  they? 


D 


ezrFYI, 

I  would  like  to  point  out  that  it  is  ill- 
mannered,  to  say  the  least,  for  whichever 
swine  at  your  office  picked  up  the  phone 
there  to  greet  a  perfectly  civil  "Will  you  ac- 
cept charges  collect  from  a  Coyote  Jack?" 
with  such  hysterical  laughter.  OK,  OK,  we 
had  a  little  falling  out.  But  most  of  your  ed- 
itor's parts  have  been  replaced  by  perfectly 
useful  prostheses. 

I  have  no  way  of  knowing,  of  course,  if 
this  letter  will  be,  in  fact,  delivered  to  you.  I 
had  to  bribe  a  guard  with  my  silver-and- 
turquoise  belt  buckle  to  get  this  to  my 
lawyer.  To  judge  from  the  bars  on  the  win- 
dows, I  am  in  prison  somewhere.  But,  like 
Dickens  says,  to  begin  at  the  beginning:  it 
was  a  cold  day  but  sunny  and  the  promise 
of  spring  was  in  the  air.  Reback  was  out  of 
the  slammer  for  once,  and  we  were  inno- 
cently going  about  our  business  of  protect- 
ing this  year's  batch  of  Wally  Water  from 
Government  Interference,  in  the  form  of 
pestiferous  BATF  agents. 

In  the  past,  the  still  ran  quiet  up  on  No 
Name  Creek,  but  modern  technology  in  the 
form  of  infra-red  detectors  had  given  the 
BATF  an  unfair  advantage.  They'd  home 
in  on  the  fire  under  the  mash  kettles  and 
before  you  could  say  "JACKBOOTED 


GOVERNMENT  STORM  TROOPERS," 
down  they'd  come  in  a  vertical  envelop- 
ment, like  Biblical  locusts,  only  high-tech. 

Being  good  capitalists,  and  priding  our- 
selfs  on  adapting  to  market  forces  and 
changing  economic  conditions,  I  recalled 
that  you  can  distill  with  cold  just  as  well  as 
you  can  with  heat.  As  in,  put  the  fermented 
hooch  in  55-gallon  drums,  haul  it  some- 
place very  cold  indeed,  and  when  it's  60 
below  zero  and  the  alcohol  has  been  con- 
centrated in  the  center  of  the  barrel,  drill 
into  the  ice  block  and  siphon  it  out.  No 
fire,  none  of  them  infra-reds;  all  perfectly 
quiet,  if  not  legal. 

Tryin'  to  explain  cold  distillation  to  ei- 
ther Wally  or  Reback  was  just  about  hope- 
less, but  they  finally  nodded,  in  that  Crow 
Magnon  way  of  theirs,  that,  well,  all  it  has 
to  do  is  work.  Taking  this  as  a  vote  of  con^- 
fidence,  I  helped  Reback  load  400  drums 


Coyote  Jack,  left;  the 
alleged  Unabomber,  right. 
Or  is  it  the  other  way 
around?  Montana 
madmen  get  to  looking 
pretty  much  the  same 
after  awhile.  Saves 
work  for  the  DMV,  but 
it's  hell  on  the  ATF. 
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with  fermented  mash.  We  piled  them 
on  a  batch  of  flatbed  trailers  and  we 
commenced  into  thinking  on  just 
where  to  set  these  where  they  would 
not  attract  attention. 

"How  'bout  yer  late  great-uncle 
Spud's  place  over  on  Stemple  Pass?" 
I  says  to  Reback.  "It's  out  there  in 
the  woods  and  very  high  in  the 
air,  where  it  gets  very,  very 
cold  indeed." 

Reback  gets  this  look 
on  his  face  which,  curse 
me  for  an  idjit,  I  did  not 
kerrectly  interpret.  But 
that  is  getting  ahead  of 
the  story.  All  that  is  rele- 
vant for  the  time  being  is 
Reback's  great-uncle  Spud, 
who,  before  departing  this 
vale  of  tears  in  an  incident 
involving  a  scheme  to  rus- 
tle cattle  by  means  of  a 
home-built  helocopter, 
had  bequeathed  him  his 
cabin,  if  "cabin"  ain't  too 
grand  an  architectural  term 
for  a  joyless,  grim  10  x  12  foot  shack 
what  looks  like  Albert  Speer  would've 
built  for  use  as  a  toolshed.  It  was  so 
decrepit  and  out  there  that  even 
Reback,  whose  living  standards  are, 
let's  face  it,  hardly  civilized,  wouldn't 
inhabit  it.  Which  is  how  he  came  to 
rent  it  out,  for  the  grand  sum  of  five 
dollars  monthly,  to  some  feller  he  de- 
scribed as  "peculiar."  Now  if  Reback 
describes  someone  as  "peculiar,"  you 
can  take  it  to  the  bank  the  feller  is 
more  than  a  bubble  off  plumb. 
Drooling  sociopath,  more'n  likely. 

Anyhow,  it  weren't  none  of  my 
bizzness.  It's  only  now,  what  with  all 
the  time  I  have  had  for  navel-con- 
templating, that  I  remark  on  the  co- 
incidence that  soon  after  this  peculiar 
tenant  of  Reback's  moves  into  his 
great-uncle  Spud's  cabin,  that  some  of 
the  things  begin  disappearing,  among 
them  the  typewriter  I  used  to  write 
my  FYI  columns  on.  That  and  some 
other  material,  such  as  ammonium  ni- 
trate, diesel  fuel,  saltpetre,  sulfur,  and 
wires  and  triggering  devices,  which  I 
use  for  fishing  and  hunting  (as  read- 
ers of  this  column  know).  I  didn't 
think  much  of  it  at  the  time. 


I  caught  sight  of  my 
old  typewriter. 
Theodore  said  that  he 
had  paid  Reback 
live  dollars  ior  it. 


Reback  agreed  as  to  how  his  great- 
uncle  Spud's  cabin  would  be  an  ideal 
place  to  stash  our  55-gallon  hooch 
drums,  longs  as  his  tenant  Theodore 
didn't  mind.  So  one  evening  we 
loaded  up  the  semi  with  a  bunch  of 
the  drums  and  drove  on  over  to 
Stemple  Pass,  keeping  our  eyes  out  for 
pesky  BATF  agents  the  whole  way. 

Fate's  slithery  coils  was  tightening 
around  my  neck  like  very  matrimony, 
but  you  know  how  that  is.  You  don't 
wake  up  till  yer  dead. 

We  thundered  on  over  to  the  east 
side  of  Stemple  Pass  and  went  on 
up  and  headed  back  down  toward 
Lincoln  and  turned  off  at  the  miser- 
able little  road  leads  up  to  great- 
uncle  Spud's  cabin.  Reback  says  he's 
got  to  tap  a  kidney  and  I  let  him  off 
and  he  says  he'll  walk  the  remaining 
half-mile  or  so,  he's  stiff  from  riding 
in  the  truck. 

So  down  I  go,  solo,  grinding  down 
the  road  in  low.  'Bout  halfway  down 
I  could  have  swore  I  caught  some- 
thing in  my  headlights  what  looked 
like  a  feller  clad  head  to  ankle  in  black 
military  wet  gear  and  a  rifle  with  a 
scope  on  it  would've  sighted  him  a  elk 


all  the  way  up  in  Canada.  Whateve 
it  was  skittered  out  of  there  like 
politician  caught  in  a  whorehouse. 

Moment  later  my  hi-beam 
catches  another  military-style  persoi 
with  a  scoped  rifle. 

Sure  enough,  I  shrug,  it's  got  tc 
be  one  of  them  idjits  in  the  Montan 
Militia,  out  dorking  about  at  waj 
games.  Most  evenings  thei 
sit  around  read-i 
ing  the  Constitui 
tion  Of  The  Unit-| 
ed  States,  looking  foi 
the  clause  that  say 
it's  their  God-giver 
Right    to  Drive 
Drunk,  Write  Bac 
Checks,  Beat  Thei 
Wives  and  Do  Weirc 
Things  With  Goat 
and  Other  Barnyarc 
Sirens. 

I  pulled  up  at  th< 
cabin  and  what  a  pitifu 
sight  it  was,  and  none  too 
kempt,  neither.  I  knockec 
on  the  door  and  this  none-too-kemp 
face  peers  out  at  me. 

"Might  you  be  Theodore,  Reback' 
tenant?"  I  asks. 

He  averred  that  he  was.  I  ex 
plained  about  the  drums.  He  twitch 
ed  at  me  and  stroked  his  beard  an( 
said  well,  all  right. 

I  was  standing  in  the  doorway  anc 
in  the  light — from  his  kerosene 
lamp — I  caught  sight  of  none  othe 
than  my  old  typewriter.  I  insinuatec 
larceny,  as  polite  as  I  could.  Theodore 
said  that  he  had  paid  five  dollars  foi 
that  typewriter. 

I  thought  I  smelt  a  large,  hair) 
Norwegian  rat. 

"Would  you  by  chance  have  pur 
chased  that  there  typewriter  from 
wretched  specimen  of  humanity 
named  Reback?  Your  landlord?" 
That's  right,  he  says. 
"And  would  he  by  any  chance  have 
also  sold  you  quantities  of  ammoniun 
nitrate,  saltpetre,  sulfur  and  sundr) 
devices  what  to  detonate  them  with 
Items  I  use  in  sporting  pursuit  of  fooc 
for  my  table?" 

That's  right,  says  Theodore,  pull 
ing  on  his  beard. 
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I  made  a  mental  note  to  discuss  the 
natter  with  Reback  with  a  tire  iron. 
Then  I  explained  to  Theodore  as  to 
he  provenance  of  these  here  items, 
making  him  to  understand  as  how  he 
was  in  the  awkward  position  of  being 
n  receipt  ol  stolen  goods  (technically, 
that  is),  but  that  under  the  circum- 
tances  I  did  not  hold  this  against 
lim.  He  told  me  I  could  have  them 
back.  Reasonable  fellow,  despite  the 
Harvard  diploma  nailed  up  on  the 
wall  above  my  typewriter. 

He  even  helped  me  unload  the 
hooch  drums.  We  had  a  swallow  of 
Wally  Water  and  then 
started  to  load  up  the 
semi  with  my  type- 
writer and  other  items 
when  all  of  a  sudden 
the  woods  lit  up  like  it 
was  noon. 

"Freeze!"  I  hears. 
I  looked  and  there 
musta  been  200  of 
ithem  Montana  Mil- 
itia morons  jumping 
about,  most  of  them 
impressively  armed. 

"Oh,  for  cryin'  out 
loud,"  I  says  to  them,  "quit  that." 

These  was  to  be  my  last  words  for  a 
while,  as  I  presently  found  myself  face 
down  in  the  earth  with  what  felt  like 
the  business  end  of  an  automatic  rifle, 
the  kind  what  shoots  4,000  rounds  per 
minute,  snugged  up  against  my  head. 
I  do  recall  hearing  the  letters  "FBI" 
screamed  at  me  and  Theodore,  who, 
I  believe,  was  also  assuming  the  kiss- 
Mother-Earth  position. 

One  of  them  was  jabbering  at 
me  about  how  I  had  the  right  to  re- 
main silent,  an  unnecessary  bit  of 
advice  seein'  as  how  my  mouth  was 
packed  with  pine  needles,  dirt  and 
deer  leavings. 

They  frisked  me,  removing  such 
sharp  objects  as  I  had  on  my  person, 
and  cuffed  me  and  stood  me  up.  Spit- 
ting out  deer  pellets,  I  expressed  as 
how  surely  there  must  be  something 
better  for  the  federal  government  to 
do  in  these  parts  than  to  stage  another 
Normandy  invasion  just  to  break  up 
a  little  moonshine  operation. 

Just  then  one  of  them  with  a  jacket 


/  recall  hearing  the 
letters  "FBI"  screamed 
at  me  and  Theodore, 

who,  I  believe, 
was  also  assuming  the 
kiss-Mother-Earth 
position. 


says  CRIME  SCENE  TECHNICIAN 
comes  walking  out  holding  my  type- 
writer with  his  hands  in  those  latex 
gloves  like  the  kind  the  doctor  puts  on 
when  he  is  about  to  do  something  un- 
pleasant to  you. 

"Hey,"  I  says,  "that's  my  type- 
writer." 

The  FBI  type  looks  at  me  like 
I'd  just  said  something  of  historical 
significance. 

Then  more  of  the  latex  brigade 
comes  out  of  the  shack  carrying  the 
bags  of  ammonium  nitrate  and  such. 
"This  yours  too?"  they  says. 

"Since  you  asks,"  I 
replies.  It  was  starting 
to  dawn  on  me  that 
there  was  a  missing 
piece  to  my  predica- 
ment, and  I  sensed 
that  old  Theodore 
knew  something  more 
about  it  than  he  was 
letting  on. 

They  put  us  into 
separate  vehicles,  with 
a  monstrously  sized 
FBI  person  on  either 
side,  just  in  case  I  was 
planning  to  chew  my  way  out  of  my 
steel  manacles,  and  drove  us  away. 

I  was  sorely  tempted  to  tell  them 
that  the  real  villain  of  the  situation 
was  still  at  large  and  not  far  off,  but  it 
occurred  to  me  that  with  things  dete- 
riorating as  they  rapidly  was,  that  it 
might  be  advisable  to  have  Reback  on 
the  outside.  Though  any  situation 
what  depends  on  Reback  for  amelio- 
ration could  not  in  truth  be  called  a 
happy  one. 

They're  telling  me  my  writing  time 
is  up,  so  I  best  end  this  here.  I  will  try 
to  get  another  column  off  to  you  for 
the  November  issue  if  I  have  time  be- 
tween interrogations. 

My  attorney,  Mr.  Spence,  says 
he  will  send  this  on  to  you  directly. 
Could  you  just  make  out  the  check  to 
him?  He  is  taking  me  on  for  consid- 
erable less  than  his  usual  rate,  but  I 
would  like  to  give  him  at  least  some- 
thing to  cover  his  postage  costs  and 
parking,  and  fix  what  the  guards 
done  to  his  hat. 

Coyote  Jack  • 


Air  iravei 


tar  Keniai  *t 


it  also 
flies  on 
land. 


^/ntro  du  cing 
the  Corporate 
Air  Travel  Card 
MasterCard 
for  all  your 
business  needs. 


The  new  Corporate  Air  Travel 

Card  MasterCard  is  the  smartest 

way  to  keep  your  travel  expenses 

itemized  and  under  control.  It 

combines  all  the  benefits  of  a 

centrally  billed  Air  Travel  Card 

account  with  the  acceptance  of 

MasterCard®.  And  with  no-cost 

automatic  travel  insurance  and 

the  full  range  of  MasterAssist® 

Family  of  Services,  all  your 

travel  needs  are  covered.  The 

Corporate  Air  Travel  Card 

MasterCard  is  available  through 

participating  airlines.  For  more 

information,  call  1-800-222-4688 

(or  202-626-4225)  or  call  your 

travel  agent. 

World  Wide  Web: 
hup:// air-travel-card.com 


dL   Air  Travel 


[THE  HOTEL  DICKj 


The  Enforcer 

By  Jeff  Turrentine 


A  hotel  isn't  four-star 
until  Mister  Richey  says 
it's  four-star 


In  a  recent  magazine  profile  of 
Charles  Grodin,  it  was  revealed  that  the 
mercurial  actor  and  talk-show  host  suffers 
from  a  rare  phobic  condition  known  in  the 
medical  and  hostelry  communities  as  delir- 
ium guestems — or,  more  commonly,  the 
D.G.s.  Victims  of  this  mysterious  affliction 
cannot  rid  themselves  of  the  belief  that  their 
hotel  is  out  to  annoy,  inconvenience  or  pos- 
sibly even  kill  them.  Before  Grodin  checks 
in,  he  has  his  personal  assistant  call  ahead  to 
make  sure  that  when  the  boss  arrives  he  will 
find  not  only  (a)  a  bedboard,  but  (b)  extra 
bedding  that  has  not  been  stored  on  or  even 
touched  the  floor  and  (c)  special  locks  on  the 
doors  of  his  suite  that  lock  from  the  inside, 
to  which  only  Grodin  will  have  the  key.  If 
any  of  these  demands  are  not  met,  Grodin 
will  sometimes  spend  the  entire  first  day  of 
his  hotel  stay  personally  overseeing  the  re- 
placement of  bedding,  the  installation  of 
new  locks  and  so  forth.  Howard  Hughes 
must  have  seemed  like  a  relatively  low- 
maintenance  guest  compared  with  this  guy. 

Grodin's  "paranoia"  may  at  first  seem  to 
be  just  another  aspect  of  his  unsettling  per- 
sonality. But  what  if  I  told  you  Grodin 
wasn't  paranoid?  What  if  I  told  you  that  in 
the  ephemeral  universe  of  hotels,  sheets  oc- 
casionally don't  get  changed,  carpets  some- 
times don't  get  vacuumed  thoroughly  and 
bathtubs,  from  time  to  time,  don't  get  the 
good  scrubbing  they  deserve? 

And  do  I  really  have  to  tell  you  that 
when  you're  spending  hundreds  of  your 
own  (or  your  company's)  dollars  a  night, 
you  are  effectively  buying  the  right  to  ask 


for  a  few  special 
favors,  however  nig- 
gling or  outlandish? 

If  you  don't  believe  me, 
just  ask  David  Richey. 

You  probably  don't  know  the 
name  "David  Richey."  But  you  would 
if  you  were  the  manager  at  a  Preferred 
Hotel.  He's  the  president  of  Richey  Inter- 
national, a  Jacksonville,  Florida-based  firm 
that  specializes  in  hotel  inspections.  Pre- 
ferred Hotels  and  Resorts  Worldwide,  an 
elite  consortium  whose  members  include 
The  Hay-Adams  Hotel  in  Washington, 
D.C.,  the  Hotel  Ritz  in  Paris  and  The 
Mansion  On  Turtle  Creek  in  Dallas,  is  one 


FYI 


1.  Fax  machine 

2.  Gardening  tools 

3.  Kid  gear 

4.  Baby  jogger  (3.2 
miles  logged  through 
treacherous  cow 
pasture) 

5.  Black  Beauty  long- 
stemmed  roses 


6.  Baby  grand  piano 

7.  Easy  chairs  (more 
mileage  logged  than 
baby  jogger) 

8.  Yard-Man  riding 
mower 

9.  Books,  nonfiction 

10.  Calphalon  anodized 
aluminum  cookware 


11.  Gourmet  gas  range 

12.  Bordeaux,  1989 

13.  60mm  telescope 

14.  Paper  shredder  (if 
only  it  could  talk) 

15.  Baseball  gloves 

16.  Maalox  (breakfast 
of  campaign 
strategists) 


Cardmembers  Go  shopping 

JAJ4£3  BABVILL1 
M AH Y  MATALIW 

{Political  strategists,  writers,  lovebirds} 

Mary  and  James,  let's  just  say,  don't  always  see  eye  to  eye. 
One  thing  they  do  agree  on,  however,  is  the  American  Express® 
Card.  That's  because  the  Card  is  welcomed  at  all  kinds  of 
places,  for  everything  from  paper  shredders  to  stuffed 
animals.  (A  donkey  or  elephant,  perchance?) 

{You  can  find  stuff  like  James  and  Mary's  at  these  establishments:} 
Williams- Sonoma  Waldenbooks 
Staples  The  Nature  Company 

The  Sharper  Image  FAO  Schwarz 

{And  if  you're  in  James  and  Mary's  neighborhood,  Shenandoah  Valley,  VA:} 

Lowe's  Home  Grand  Piano  & 

Improvement  Warehouse       Furniture  Co. 

LuII-A-Buys  Hayden  Music 

Jim's  Appliance  Sports  Depot 

Valley  Flower  Shop  Giant  Food 


http://www.americanexpress.com 
AOL  Keyword:American  Express 
TO  APPLY  CALL  1-800-THE  CARD 
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of  Richey's  bigger  clients.  The  mem- 
bers pay  him  large  sums  of  money  to 
drive  them  up  the  wall. 

To  ensure  that  the  105  hotels  and 
resorts  are  living  up  to  the  standards 
that  "define"  a  Preferred  property,  the 
group  has  commissioned  Richey's  com- 
pany to  conduct  annual  reviews  of 
every  single  one.  Each  review  covers 
more  than  1,000  different  aspects  of 
a  hotel's  appearance,  service  and  facil- 
ities. "If  members  do  not  pass,  they're 
put  on  probation  and  are  reinspected 
within  six  months — unannounced," 
says  Peter  Cass,  Preferred's  president 
and  CEO.  "If  they  do  not 
pass  the  reinspection,  they 
are  subject  to  termination 
by  the  Board  of  Directors." 

I  recently  spent  a  cou- 
ple of  days  with  Richey  as 
he  performed  a  review  of 
New  York's  Stanhope,  a 
small  and  elegant  hotel 
directly  across  from  the 
Metropolitan  Museum 
of  Art  on  Manhattan's 
Upper  East  Side.  Rich- 
ey had  checked  in  this 
time  as  a  "Mr.  Boyce." 
All  his  employees  check 
in  pseudonymously, 
to  avoid  recognition 
and  deferential  treat- 
ment by  the  hotel 
staff.  This  is  just  one 
of  the  many  tropes 
from  the  world  of 
espionage  that  Rich- 
ey has  borrowed.  By 
law,  his  company  must 
be  officially  licensed  as  a 
"detective  agency,"  and  his 
employees  often  have  to  wear 
hidden  tape  recorders  on  the 
job.  Richey  confesses  that  he 
has,  on  occasion,  even  had  to 
fan  out  a  newspaper  in  front 
of  his  face  in  order  to  speak 
inconspicuously  into  a  concealed  mi- 
crophone. Just  like  in  the  movies. 

We  began  in  the  perfect  place  to 
embark  on  any  serious  undertaking:  the 
hotel  bar.  The  waiter  graciously  of- 
fered to  bring  us  some  homemade 
potato  chips  (which  were  delicious,  as 
he  had  promised  they  would  be).  He 


did  not,  however,  bring  us  napkins — 
a  substantial  oversight,  since  the  chips 
left  an  oily,  slippery  sheen  on  our  fin- 
gertips. Richey  noted  this  not  with  any 
real  disappointment,  but  with  a  kind 


were  always  full;  the  wine  kept  flow- 
ing; the  maitre  d'  came  by  to  ask  us 
how  everything  was  (but  only  once, 
which  Richey  assured  was  exactly  the 
right  number  of  times).  Click,  click, 


"Shall  we  prepare  the  room?"  Richey  asked.  What followed 

was  a  giddy y  liberating  violation  of  the  basic  rules  of 
conscientiousness  that  your  mother  taught  you:  a  surreal 
"straightening  up"  in  reverse.  I  threw  a  Kleenex  toward  the 
wastebasket,  missed,  and  didn't  bother  picking  it  up. 


of  mathematical  click  that 
registered  in  his  eyes  as  he 
spoke:  an  unsatisfied  crite- 
rion, number  five-hundred- 
and-something-or-other, 
just  one  out  of  the  thousand 
that  he  had  committed  to 
memory.  "I'd  have  to  mark 
them  down  for  that,"  he 
said.  Not  a  bad  begin- 
ning, but  a  marred  one. 

We  then  ventured  in- 
to the  Stanhope's  splen- 
did dining  room,  where 
Richey  formally  began 
his  mischief-making  by 
ordering  mashed  pota- 
toes, which  were  not  on 
the  menu.  "And  I'd  like 
some  hollandaise  sauce 
for  my  salmon,"  he 
said.  'Will  that  be  too 
much  of  a  problem?" 


Vacuuming      Richey  has  mastered  a  certain 
miniscule        tone  when  making  a  request, 
pepper  granules    one  that  simultaneously  man- 
ojf  the  carpet:     ages  to  convey  self-effacement 
nothing         and  the  expectation  that  one's 
to  sneeze  at.       request  will  be  met,  no  matter 
what.  It's  very  effective. 
There  was  no  sommelier  to  take 
our  wine  order,  and  our  young  waiter 
was  ill-informed  about  the  differences 
between  various  wines.  Click.  But  the 
mashed  potatoes  came,  and  were  per- 
fect. Click.  A  gravy  boat  brimming 
with  hollandaise  sauce  arrived  with 
Richey's  salmon.  Click.  Water  glasses 


click.  I  asked  him  if  he  could  ever  turn 
it  off,  this  constant  mental  tallying. 

"I  can,  but  it's  not  easy,"  he  said. 
"Where  you  hear  silence  during  a 
pause  in  the  dinner  conversation,  I 
hear  a  clock  ticking,  counting  down 
the  seconds  until  my  salad  plate  is 
taken  away." 

What  a  sad  way  to  live,  I  thought 
smugly,  until  I  remembered  that  his 
was  in  fact  a  very  good  way  to  live,  a 
much  better  way  to  live  than  mine. 
Whatever  pity  I  had  felt  for  Richey  or 
his  employees,  who  often  must  spend 
several  months  of  the  year  away  from 
their  homes  to  sleep,  eat  and  ask  spe- 
cial favors  in  the  nicest  hotels  around 
the  world,  ended  right  there. 

The  next  morning,  after  an  abso- 
lutely flawless  breakfast,  Richey  in- 
vited me  to  take  part  in  what  must  be 
the  review's  most  unusual  ritual  with 
this  casual  invocation: 

"Shall  we  prepare  the  room?" 

What  followed  was  a  giddy,  liber- 
ating violation  of  the  basic  rules  of 
conscientiousness  that  your  mother 
taught  you  way-back-when:  a  surreal 
"straightening  up"  in  reverse.  I  threw 
a  Kleenex  toward  the  wastebasket, 
missed,  and  didn't  bother  picking  it 
up;  I  thoughtlessly  turned  on  several 
lights  and  didn't  turn  them  off;  with 
wild  abandon  I  messed  up  the  artful 
mag'azine  display  on  the  coffee  table. 

For  his  part,  Richey  had  taken  off 
his  coat  and  was  down  on  the  floor  on 
his  hands  and  knees,  sprinkling  black 
pepper  onto  the  carpet. 

"To  check  for  proper  vacuuming. 
You'd  be  surprised,"  he  said,  standing 
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up  to  unscrew  a  light  bulb  from  the 
table  lamp,  rendering  it  inoperable. 
"That  lamp  ought  to  work  just  fine 
when  we  come  back  to  the  room  again 
later  this  afternoon.  They  should 


more  like  the  suite  in  which  a  Led 
Zeppelin  member  might  have  put  up 
his  slightly  disheveled  parents.  But 
I  began  to  understand  the  method 
to  Richey's  madness:  mess  it  up  too 


g    g     The  concierge  eyeballed  the  fax  1  haughtily  thrust 
^9  ^9  in  front  of  him.  I  awaited  his  incredulous  smirk. 
(It  cryptically  interwove  my  friends  wife,  a  tiny  dog,  blood 
stains  and  a  dry  cleaning  bill  to  be  paid  for  by 
the  United  Nations.)  But  he  did  not  skip  a  beat. 


know  to  check  all  the  bulbs  and  make 
sure  they're  screwed  in  correctly  and 
not  burned  out."  He  then  gave  the 
lampshade  a  180-degree  spin  to  reveal 
its  distinctly  unaesthetic  seam. 

When  we'd  finished,  the  suite  did 
not  look  as  if  it  had  hosted  an  all- 
night  Led  Zeppelin  vodka-and-co- 
caine  party,  which,  I'll  confess,  was 
the  effect  I  was  hoping  for.  It  looked 


much,  and  the  staff  will  know  they've 
got  a  problem  guest  on  their  hands — 
and  thus  invest  that  much  more  en- 
ergy in  cleaning.  Mess  it  up  just  a  lit- 
tle, however,  and  you  may  be  able  to 
lull  them  into  complacency.  So  a 
damp  towel  had  been  left  draped  over 
an  armchair.  A  couple  of  stray  hairs 
decorated  the  sink.  The  TV  had  been 
left  on — but  with  diabolical  trickiness, 


Richey  had  turned  down  the  sound 
and  closed  the  TV  cabinet's  doors: 
only  the  faintest  electronic  hum,  au- 
dible to  dogs  and  superhumans,  sug- 
gested his  deviant  handiwork. 

When  we  came  back  to  the  room 
a  few  hours  later,  everything  was  per- 
fect. The  bathroom  sparkled.  The 
carpet  looked  and  smelled  to  me  al- 
most entirely  pepper-free,  although 
Richey  claimed  he  could  still  detect  a 
few  vestigial  specks,  which  he  said  he 
wouldn't  hold  against  them.  The 
newly  made  bed  would  have  passed 
any  drill  sergeant's  barracks  test.  The 
TV  was  off.  The  bulb  in  the  table 
lamp  had  been  screwed  back  in,  and 
of  course  the  lampshade  had  been 
spun  back  around,  seam-side  invisible 
once  more.  In  its  spotlessness  the 
room  seemed  to  speak  for  the  entire 
housekeeping  staff:  Amateurs.  Is  that 
the  best  you  can  do} 

Richey  blithely  queried  if  there 
were  any  particular  favors  I  wanted  to 
ask  of  the  concierge.  Suddenly  my 
mind  reeled  with  all  of  the  things  that 
urgently  needed  doing:  I  would  like 


First  Encounters 
by  Davidoff 


Chekhov  despised  Tolstoy's 
moralizing  tone.  Tolstoy  called 
Chekhov's  plays  worse  than 
Shakespeare.  Yet  something 
elemental  happened  when 
they  met  one  August  afternoon 
Py  the  stream  at  Yasnaya 
Polyana.  A  cigar  was  lit. 
A  conversation  was  begun. 
And  a  hint  of  reconciliation 
wafted  through  the  air. 
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the  concierge  to  see  to  it  that  a  Guten- 
berg Bible  is  delivered  to  my  room 
immediately.  I  would  like  the  con- 
cierge to  read  the  manuscript  of  my 
novel,  offer  much  fawning  praise, 
then  broker  its  six-figure  sale.  I  would 
like  the  concierge  to  arrange  a  nice, 
quiet  dinner  for  myself  and  Drew 
Barrymore  this  evening... aboard  the 
U.S.S.  Intrepid. 

I  now  have  no  doubt  that  John 
Mark,  the  Stanhope  concierge  on 
duty  that  afternoon,  could  have  done 
all  these  things  and  more.  But  after 
discussing  it  with  Richey,  we  both  de- 
cided that  having  a  letter  translated 
and  faxed — something  many  if  not 
most  business  travelers  have  needed 
done  at  some  point — seemed  like  a 
good  choice. 

It  was  now  my  turn  to  assume  a 
role.  I  hastily  scribbled  down  a  mes- 
sage, then  slowly  approached  the  con- 
cierge's desk,  my  every  step  suggest- 
ing eminence  and  gravity.  John  Mark's 
eyes  met  mine. 

"Yes,"  I  said.  "I  am  a  powerful  cul- 
tural attache  with  many  important 
global  connections,  to  one  of  whom 
I'd  like  to  send  a  message.  I  need  this 
translated  en  Frangais,  s'il  vous  plait, 
and  faxed  to  Monsieur  Jean-Jacques 
Thibaud  at  the  following  number. 
I'm  in  room  1005,  and  will  be  there  all 
afternoon  and  well  into  the  night 
musing  on  the  delicate  art  of  Franco- 
American  diplomacy,  should  you  have 
any  problems.  I  trust  you  won't." 

John  Mark  eyeballed  the  sheet  I 
haughtily  thrust  in  front  of  him.  I 
awaited  his  incredulous  smirk,  or  may- 
be even  a  few  suspicious  questions — 
either  of  which  would  have  been  un- 
derstandable, considering  the  absur- 
dity of  the  "message"  I  needed  deliv- 
ered to  my  French-speaking  friend. 
(It  cryptically  interwove  my  friend's 
wife,  a  tiny  dog,  blood  stains  and  a  dry 
cleaning  bill  to  be  paid  for  by  the 
United  Nations.) 

But  the  good  man  did  not  skip  a 
beat.  "Yes,  sir,"  he  said.  "I  assure  you 
that  this  will  be  no  problem  whatso- 
ever." (Preferred  Standard  #44j-A: 
"The  concierge  is  never  to  mock  the 
guest  openly,  even  when  the  guest  is 
clearly  deserving  of  such  mockery.") 
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My  fax  was  translated  promptly — anq 
expertly,  I  am  told  by  somebody  whq 
knows  French — and  a  discreet  mes-j 
sage  was  slipped  into  the  door  of  mji 
room  acknowledging  that  it  had  been 
sent  and  that  I  could  pick  up  my  orig-^ 
inal,  with  the  translation,  at  the  front 
desk  whenever  I  liked. 

Over  the  course  of  two  days,  II 
observed  Richey  as  he  administered 
other  "tests":  calling  the  reservations 
operator  to  see  if  she  was  appro- 
priately knowledgeable  and  cordial; 
checking  the  hotel's  lobby  and  hall- 
ways for  nicks,  scuffs  or  other  indi- 
cations of  cosmetic  lapse;  sending  a 
suit  out  to  be  cleaned  and  timing  its 
reappearance. 

All  in  all,  the  Stanhope  had  a  near- 
perfect  score,  meeting  almost  every 
single  criterion  tested.  Preferred's 
standards  had  been  maintained;  the 
Stanhope  got  to  stay  in  the  club.  The 
thrush  was  on  the  wing,  God  was  on 
the  Upper  East  Side  and  all  was  right 
with  the  world. 


What's  to  be  learned  from  all 
this?  First,  adherence  to  high  stan- 
dards does  make  a  difference.  Paying 
top  dollar  for  a  deluxe  hotel  room 
entitles  you  to  take  certain  things  for 
granted,  and  it's  nice  when  a  hotel 
recognizes  this  by  anticipating  your 
every  concern  and  being  fully  pre- 
pared to  handle  it. 

Second,  you  shouldn't  be  worried 
about  asking  special  favors.  The  bet- 
ter hotels  in  the  world  are  well-equip- 
ped with  creative,  capable  service  and 
concierge  staffs  who,  if  they  are  truly 
great,  should  balk  at  no  request.  That's 
what  they're  there  for. 

Third,  you're  not  being  a  jerk  if 
you  complain  about  something  that 
you  believe  went  wrong:  a  sullen  bell 
captain,  a  late  room-service  order,  a 
sculled  bathroom  floor.  You  may  even 
be  doing  the  hotel  a  favor,  if  it's  some- 
thing that  can  be  fixed  with  relative 
ease  before  "Mr.  Boyce"  comes  lurk- 
ing around  again. 

And  finally,  if  you  really  want  to 
watch  a  hotel  fall  over  itself  to  meet 
your  every  whim,  just  carry  around  an 
unfolded  newspaper  wherever  you  go 
and  speak  softly  into  your  lapel.  • 
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[GRAPE  JUICEJ 


Taste  Extraordinaire, 
For  A  Price  Ordinaire 


By  Stephen  Tanzer 


For  splendid  reds  under 
15  bucks,  you  won't  do 
any  better  than  France's 
Laiiguedoc  region 

France's  vast  Languedoc/Roussillon 
region  has  historically  produced  an  ocean  of 
vin  extremely  ordinaire.  Until  very  recently, 
most  wine  from  this  area  tended  to  be  thin, 
rustic  and  dilute — best  suited  to  fueling 
ethanol-guzzling  buses  in  Scandinavia. 

But  this  sun-drenched,  crescent-shaped 
region  hugging  the  Mediterranean  from  the 
Rhone  delta  to  the  Spanish  border  has  un- 
dergone a  sea  change  in  the  past  decade. 
Today  the  Languedoc/Roussillon  offers 
thirsty  red  wine  lovers  more  excellent  wine 
for  under  ten  bucks  than  any  other  grape- 
growing  zone  on  the  planet,  not  to  mention 
a  host  of  remarkably  rich  and  satisfying 
wines  for  just  a  few  dollars  more.  There  has 
never  been  a  better  time  to  discover  these 
wines,  as  improvements  in  quality  have  far 
outpaced  increases  in  price. 

Two  important  factors  are  behind  the 
surge  in  quality.  First,  the  indigenous,  ubi- 
quitous carignan  grape,  which  at  high  pro- 
duction levels  tastes  roughly  like  nothing  at 
all,  continues  to  be  replaced  by  "noble"  va- 
rieties like  syrah,  cabernet  sauvignon  and 
even  merlot.  This  varietal  gentrification  re- 
sults in  wines  that  are  at  once  darker, 
stronger  and  finer.  At  the  same  time,  grape 
growers  who  previously  sold  their  fruit  to 
industrial-scale  co-ops  have  increasingly 


begun  to  make  and  bottle  their  own  wine, 
investing  heavily  in  the  temperature-con- 
trol equipment  needed  to  ferment  and  age 
the  wine,  and  to  prevent  their  bottles  from 
frying  in  the  region's  extreme  summer  heat 
before  they  are  shipped. 

So  what  do  these  wines  taste  like?  Think 
of  a  slightly  fruitier  version  of  a  southern 
Rhone  wine  like  Chateauneuf  du  Pape 
or  Gigondas  or  a  spicy,  hot-year  Bordeaux 
with  less  obvious  tannic  structure  and  you'll 
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have  the  general  idea.  And  expect  to 
[find  the  influence  of  garrigue,  the  wild 
[and  pungently  spicy  brush  that  dots 
rocks  and  hillsides  along  France's 
[Mediterranean  coast,  infusing  so  many 
wines  with  aromas  of  thyme,  rose- 
mary, basil,  sage,  lavender,  wild  mint 
md  fennel.  While  the  better  wines  of 
the  Languedoc  may  well  reward  bot- 
tle aging,  they  are  almost  always  sup- 
ple and  inviting  in  their  youth. 

I  recently  tasted  nearly  300  current 
releases  from  the  Languedoc/Rou- 
;sillon  so  that  you  might  save  your 
teeth.  The  wines  that  offer  the  best 
quality/price  rapport  are  featured  in 
the  following  paragraphs,  grouped 
under  three  headings:  Coteaux  du 
Languedoc,  Minervois/Corbieres/ 
Cotes  du  Roussillon  and  simple  vim 
depays.  With  just  one  exception,  all  of 
the  bottles  singled  out  for  praise  retail 
for  $20  or  less — some  for  much  less. 
But  you're  not  likely  to  find  them  in 
^our  bullet-proof  corner  liquor  store; 
accordingly,  importers'  phone  num- 
bers are  provided.  And  don't  hesitate 
to  try  the  1995  versions  of  the  wines 
Delow  as  they  arrive  in  the  U.S.:  this 
vintage  has  produced  even  better  bal- 
inced  wines  than  the  scorching  sum- 
mer of '94. 

Coteaux  du  Languedoc 

The  Coteaux  du  Languedoc  is  a  gold 
mine  for  layered,  complex  wines  at  ex- 
tremely reasonable  prices.  This  far- 
flung  appellation  features  a  number  of 
distinctive  microclimates,  including 
some  hilly  inland  spots  that  are  pro- 
tected against  the  hot  Mediterranean 
breezes  that  tend  to  roast  fruit  closer 
to  the  sea.  Most  of  the  wines  below  are 
based  on  syrah,  the  variety  that  pro- 
duces the  multifaceted,  age-worthy 
wines  of  the  northern  Rhone  Valley. 

Domaine  l'Aigueliere's  (MS,  AI, 
WD,  NB)  special  limited  syrah  bot- 
tlings  called  Cote  Doree  and  Cote 
Rousse  are  among  the  most  aromati- 
cally  compelling  and  voluptuous  wines 
I've  sucked  up  in  years.  But  they  re- 
tail for  about  $35,  and  the  '94s  have 
virtually  disappeared  from  the  mar- 
ketplace. So  make  a  mental  note  to 
snare  a  bottle  or  two  of  the  '95s  next 
spring,  or  enjoy  the  1994  Domaine 


l'Aigueliere  Montpeyroux 
Tradition  (estimated 
$i8-$2o)  right  now  for 
its  untamed  aromas 
of  roasted  plums,  iron 
and  game,  its  urgent 
crushed-fruit  character 
and  superb  weight  on 
the  palate,  its  seamless 
texture  and  long,  pep- 
pery finish.  True,  there's 
something  vaguely  rude 
lurking  under  the  surface 
of  the  Aigueliere  '94s,  but 
these  bottles  are  so  fascinating 
and  alive  that  they're  like  having  a 
rowdy  but  entertaining  houseguest 
around.  The  same  producer's  1995 
Grenat  (est.  $n-$i3),  made  entirely 
from  grenache,  has  a  candied,  pep- 
pery, cherry/berry  nose  reminiscent 
of  Chateauneuf  du  Pape;  creamy, 
spicy  fruit;  and  a  long  berry-and-pep- 
per  aftertaste. 

From  the  same  sleepy  village,  the 
1994  Domaine  d'Aupilhac  Mont- 
peyroux ($12;  KL)  offers  a  less  sensual 
but  more  civilized  style  of  wine,  with 
aromas  of  black  cherry,  pepper  and 
herbs;  concentrated,  juicy,  cherry- fla- 
vored  fruit;  and  a  firmly  tannic  finish. 

The  utterly  seductive  1994  Domaine 
Clavel  Copa  Santa  La  Mejanelle 
($14;  TC),  made  from  low-yielding 
old  syrah  vines,  boasts  juicy  boysen- 
berry  and  garrigue  aromas,  lush  but 
exuberant  black  fruit  flavor  and  chewy, 


ripe  tannins.  The  1994  Domaine  de 
l'Hortus  Grande  Cuvee  ($14;  ES)  of- 
fers strongly  oak-influenced  aromas  of 
game,  woodsmoke,  lilac  and  spear- 
mint, and  supple,  nicely  delineat- 
ed, almost  Burgundian  texture  and 
weight — an  extremely  attractive  wine 
built  to  give  substantial  near-term 
pleasure.  And  the  thoroughly  deli- 
cious 1994  Chateau  la  Roque  Cupa 
Numismae  Pie  St.  Loup  ($12.50;  KL) 
flaunts  aromas  of  sappy  raspberry, 
toast  and  spice;  a  violet  perfume  rem- 
iniscent of  a  much  more  expensive 
Cote-Rotie;  a  velvety  texture;  and 
tongue-dusting  tannins  supported  by 
plenty  of  sweet  fruit.  In  the  immortal 
words  of  a  wine  periodical  that  will 
remain  nameless,  this  wine  offers 
tons  of  finesse.  Additional  highly  re- 
commended Coteaux  du  Languedoc 
wines:  1994  Domaine  de  Poujol  ($10; 


The  FYI  Visual  Vintage  Chart 

Key:  O=total  washout,  10=  vintage  of  the  century 
O  Would  be  infanticide    ©Can  be  drunk  now,  but  should  improve 
•  At  peak  now    ©Probably  in  decline,  if  not  downright  grim 


TYPE 

1985 

86 

87 

88 

89 

90 

91 

92 

93 

94 

Alsace 

•  8 

•  6 

•  5 

•  7 

©8.5 

©9 

•  6.5 

•  5.5 

© 

©8 

Bordeaux 

Me  doc 

©8 

©9 

•  5.5 

©7 

©8.5 

09.5 

•  4 

•  5 

06.5 

07 

Pomerol/St. 

Emilion 

•  8.5 

•  7 

©5 

©7 

©9 

©9 

©3 

•  4 

07 

08 

Saute  rnes 

•  6 

©s  ^ 

•  4 

08.5 

09.5 

•  3.5 

•  3 

•  2.5 

©4 

Burgundy 

White 

•  8 

•  8 

©5.5 

•  6.5 

•  8 

©8.5 

•  4.5 

©S 

©6.5 

•  7 

Red 

•  <-:  5 

•  6 

•  " 

©8 

•  8 

©9 

•  7.5 

•  6.5 

08.5 

©^  - 

Rhone  Valley 

Hermitage/ 

Cote-Rotie 

•  8.5 

•  5.5 

•  6 

•  8.5 

©9 

09 

©7.5 

•  6 

•  3 

©7 
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KL),  1993  Prieure  de  St.  Jean  de 
Bebian  ($16.50;  IW,  MS,  WI,  NB), 
1994  La  Sauvageonne  Cuvee  Prestige 
($17;  MS,  WI,  NB). 

Minervois/Corbieres/ 
Cotes  du  Roussillon 

The  best  wines  from  these  adjacent 
appellations  generally  feature  a  good 
measure  of  syrah,  or  even  some  caber- 
net, but  are  more  likely  to  depend  on 
carignan,  grenache  and  cinsault,  the 
traditional  mainstays  of  this  part  of 
France.  They  range  in  style  from  full- 
flavored  and  forthright  to  downright 
graceful  and  Burgundian,  like  the 
1992  Boyer-Domergue  Minervois 
Clos  de  Centeille  ($14;  AJ),  which 


offers  highly  nuanccd  scents  of  rasp- 
berry, blueberry,  pepper  and  grilled 
meat;  sweet,  tang}',  intensely  flavored 
fruit;  and  surprising  delicacy  and  grip. 
This  producer's  slightly  less  complex 
but  similarly  silky  Campagne  de 
Centeilles  is  an  even  better  value  at 
$9.  Two  somewhat  more  typically 
rustic  examples  of  Minervois  are 
the  '94s  from  Chateau  d'Oupia 
($9;  LD)  and  Domaine  Piccinini 
($9;  AI).  The  former  wine  has  an 
almost  exotic  dark  berry  and  raw 
burger  nose,  fat,  sweet,  boysen- 
berry-and-pepper  fruit,  and 
tongue-coating  tannins,  while 
the  latter  shows  more  subtle 
aromas  of  blackberry,  black  cherry 
and  garrigue  spices,  a  somewhat  lean- 
er, drier  texture  and  a  lingering, 
fresh  finish. 

Corbieres  is  a  virtu- 
ally bottomless  source 
of  value,  as  prices  here 
have  barely  budged  over 
recent  years.  The  best 
Corbieres  of  my  recent 
tastings,  and  one  of  the 
most  stunning  red  wine 
values  of  this  or  any  year, 
is  the  unusually  stylish  ' 
1994  Chateau  Manse-  I 
noble  Montague  d'Alaric 
($9;  AJ),  a  deep  ruby-red  wine 
that  offers  superripe  yet  vibrant  aro- 
mas of  black  fruit,  smoke,  animal  fur 
and  chocolate;  concentrated,  expres- 


sive, seamless  fruit;  and  a  palate-stain 
ing  aftertaste,  with  supple  tannin 
buried  in  fruit.  The  reserve  bottling 
($13)  from  Mansenoble  is  also  impres- 
sively opulent,  though  with  its  strong 
er  new  oak  influence  it's  a  bit  less 
typical  of  Corbieres.  Another  stand- 
out Corbieres  is  the  1993  Chateau 
Bel  Eveque  ($10.50;  KP),  whose  thor 
oughly  ripe,  inviting  aromas  of  blacW 
fruit,  game  and  smoke  are  quite  syrah-l 
like.  This  sweet,  supple  wine  is  stuffec 
with  fruit,  extremely  well  balanced 
and  long  and  ripe  on  the  finish.  Thfi 
deeply  colored,  chocolatey-ripe  '94  is 
more  tannic  and  serious. 

Not  for  the  fainthearted  is  the  1994 
Chateau  La  Voulte-Gasparets 
Cuvee  Reserve 


Chateau 

Bel  Eveque 


TYPE 

1985 

86 

87 

88 

89 

90 

91 

92 

93 

94 

Rhone  Valley  (con't) 

Chateauneuf 

du  Pape 

•  8 

©5.5 

©3 

•  8 

©  ■ 

©9.5 

©  - 

•  4 

©7.5 

©8 

Germany 

Rhine 

•  8 

©5.5 

•  6.5 

•  7.5 

•  8 

©8.5 

©7.5 

•  7 

©7 

©8 

Mosel 

•  7.5 

©  S  5 

•  6.5 

•  7.5 

•  8.5 

©9 

©7.5 

•  7 

©7.5 

©s  ; 

Italy 

Piedmont 

•  9 

•  7 

•  5.5 

©8.5 

09.5 

09.5 

©: 

©4 

08 

07 

Tuscany 

•  9.5 

•  6 

•  1 

•  9 

•  5 

09.5 

©7 

•  5 

©8 

O  ; 

Spain 

Rioja 

•  7.5 

©5 

•  8 

•  4.5 

•  8 

©8 

©s 

•  4.5 

•  4 

©8.5 

California 

North  Coast 

Chardonnay 

•  8.5 

•  8.5 

•  7.5 

•  7.5 

•  6.5 

•  8.5 

•  8 

•  8 

•  7 

09 

North  Coast 

Cabernet 

•  9 

•  7.5 

•  8 

• 

•  6 

©9 

©9 

©7.5 

©7.5 

09 

($13;  VO),  a  wild  ani- 
mal with  its  aromas  of  black  rasp- 
berry, leather  and  fresh  blood.  This 
truly  stuffed  wine  boasts  striking  pu- 
rity of  fruit  and  uncanny  inner-mouth 
perfume.  Other  recommended  Cor- 
bieres include  1993  Domaine  de  Font- 
sainte  Reserve  la  Demoiselle  ($12.50; 
KL),  1994  Clos  de  Villamajou  ($7;  AJ) 
and  1994  Domaine  Faillenc  Sainte 
Marie  ($10;  NR). 

Two  of  the  best  Cotes  du  Rous-! 
sillon  reds  of  my  recent  tastings  were 
the  1994  Chateau  de  Jau  Cotes  du 
Roussillon-Villages  (sio;  VO)  and 
the  1994  Domaine  Piquemal  (sio; 
WM).  The  Chateau  de  Jau  offering 
is  fat  and  lush,  with  attractive  red 
currant  sweetness  and  just  enough 
acidity  to  give  it  shape — perfect  for 
immediate  consumption.  The  exam- 
ple from  the  Domaine  Piquemal  of- 
fers perfumed  raspberry,  game  and 
oak  spice  aromas  that  call  to  mind  a 
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Many  hotels  inspire  praise. 
Ours  have  inspired  movies,  hooks 
and  a  television  series. 


The  Fairmont  s  unparalleled  elegance 
d  world-class  service  have  been  stirring 


hearts  and  imaginations  for  over  a  century.  In  fact,  our  credits 
include  bestsellers  such  as  "Eloise",  the  hit  series  "Hotel 
and  numerous  film  classics  ranging 
from  "Breakfast  at  Tiffany's  to 
"Home  Alone  2" And  of  course, 
you  won't  find  a  more  perfect  setting 
for  your  vacation  or  business  travel. 
To  experience  these  legendary  hotels  for  yourself  simply  call 
^r^^bht  (800)  527-4727  for  more  information  >  >r 
,0*''  reservations.  Th  e  rave  reviews  will  follow. 


AMERICA'S  GRAND  HOTELS.  SINCE  1907 


Chicago  •  Daiias  •  NrwORirANs  •  San  Franusuo  •  San  Josf 
Tin  Fairmont  Copley  Plaza,  Boston  •  Thf  Plaza,  Ni  w  York 


You  don't  park  it,  you  position  it 


Beneath  the  stunning  lines  of  the  Bentley  Azure  is  the  sophisticated  technoloj 
of  a  150  mph  supercar.  Its  turbocharged,  intercooled  6.75  liter  V-8  engine 
can  launch  it  from  standstill  to  60  mph  in  6.3  seconds. 

Inside,  this  Bentley  is  as  sensuous  as  it  is  sporting.  A  sumptuous  leather 
cockpit,  enhanced  by  hand-polished  burr  walnut  veneer,  will  accommodate 
four  occupants  in  traditional  Bentley  style. 

For  lease  or  purchase  information  and  nearest  dealer, 
call  (800)237-65  57. 


The  Reward  of  a  Lifetime. 


olls-Royce  Motor  Cars  Inc.,  1995.  The  name  "Bentlev"  and  the  badjje  and  radiator  grille  are  registered  trademarks 


SCOTTSDALE,  AZ 

Auto  -  Konig 

BEVERLY  HiLLS.  CA 

Rolls-Royce  of  Beverly  Hills 

MONTEREY,  CA 

Boulevard  Communications 


NEWPORT  BEACH,  CA 

Newport  Beach  Cars,  Inc. 

PASADENA, CA 

Rusnak/Pasadena 

RANCHO  MIRAGE,  CA 

Fred  Smith's  LTD. 


SACRAMENTO,  CA 

Chuck  Swift  Sales  &  Leasing 

SAN  DIEGO,  CA 

Cornes  Motors 

SAN  FRANCISCO.  CA 

British  Motor  Cars  Distrib.,  Inc. 


THOUSAND  OAKS,  CA 

Nesen  Motor  Car  Company,  Inc. 

HONOLULU.  HI 

Cutter  Motor  Cars,  Inc. 

LAS  VEGAS.  NV 

Chaisson  Motor  Cars 


PORTLAND,  OR 

Monte  Shelton  Motor  Company 

BELLEVUE,  WA 

Barrier  Motors,  Inc. 
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DOMAINE  CAPION 


RE0TA1UWME 
ttCOHOL  3  S  BY  VOIUME 

MIS  EN  BOUT 
PHILIPPE  SALASC.  PROPn 


1994 
SYRAH 

VIN  DE  PAYS  D  OC 

AU  CHATEAU 


NfTCOMNIS 
750  Ml 


syrah-based  wine  from  the  northern 
Rhone.  It's  bright  and  sexy  on  the 
palate,  with  impressive  flavor  inten- 
sity and  fresh  acidity. 

Vins  de  Pays 

Wines  not  entitled  to  an  appellation 
morigine  controlee  are  frequently  the 
best  values  of  all.  In  many  cases  vins 
de  pays  are  from  growers  who  do  not 
want  to  be  constrained  by  the  mini- 
mum and  maximum  allowable  per- 
centages of  various  grape  types  estab- 
lished by  the  French  wine  police.  This 
category  includes  numerous  varietal 
bottlings  created  for  international 
markets  more  comfortable  with  the 
grape  type  than  the  place  name  on  the 
label — not  just  classic  southern  French 
varieties  like  syrah  and  mourvedre, 
but  cabernet  sauvignon,  merlot, 
chardonnay  and  sauvignon  blanc. 

Two  aggressively  priced  examples 
made  from  virtually  all  syrah 
are  the  1994  Domaine 
Capion    Syrah    Vin  de 
Pays  d'Oc  ($8;  ES)  and  the 
1994  Domaine  Durand 
Syrah  Vin  de  Pays  des 
Coteaux   de  Lezignan 
($8;  WM).  The  entry  from 
Capion  offers  expressive, 
high-toned  aromas  and 
flavors  of  dark  berries, 
fresh  blood  and  animal 
fur,  lovely  sweetness  in 
the  mouth,  and  fairly  sub- 
stantial tongue-coating 
tannins  buttressed  by 
strong-finishing  fruit. 
The  Durand  syrah  de- 
livers flamboyant  aro- 


mas of  roasted  meat,  rasp- 
berry, truffle  and  game,  a 
supple  yet  rath- 
er high-pitched 
palate  impres- 
sion, and  a  juicy, 
cabernet-like 
structure,  with 
sound  acidity 
framing  the 
sweet  fruit. 
The  1994  Mas 
de  Bressades  Cab- 
ernet/Syrah  Vin  de 
Pays  du  Gard  ($12;  RK)  exudes 
mellow  aromas  of  black  currant  and 
licorice,  with  hints  of  exotic  fruit  and 
Indian  spices.  This  smooth,  firm  wine 
is  vivacious,  intensely  flavored  and 
built  to  improve  with  additional 
bottle  aging. 

Finally,  the  1994  Mas  de  Daumas 
Gassac  Vin  de  Pays  de  L'Herault 
($20;  KL)  is  a  world-class  vin  de  pays 
from  an  estate  that  was  one  of  the 
Languedoc  region's  earliest  super- 
stars. The  wine  reveals  brooding 
aromas  of  currants,  licorice,  tobacco 
and  minerals.  Its  flavors  show  a  re- 
strained cabernet-like  sweetness,  and 
the  tannins  are  thick  but  even.  This 
muscle-bound  wine  has  all  the  ele- 
ments to  make  a  superb  Daumas 
Gassac,  but  needs  more  time  in  the 
bottle  to  unclench.  • 

Stephen  Tanzer  publishes  the  in- 
dependent bimonthly  newsletter  Inter- 
national Wine  Cellar. 


Guide  to  Importers/ 

Distributors 
of  Featured  Wines 


AI 


Winchester,  VA;  540-722-9228 


uis/Dressner,  New 
MY;  212-319-8768 


1  Skurnik  Wines, 
tfY;  516-677-9300 


Berkeley  Imports, 
ey,  CA;  510-848-8910 

bert  Kacher 
Selections,  Washington,  DC; 
202-832-9083 


Distributors,  West 
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The  World's  Most 


by  Rick  Carroll 

I am  lying  in  a  white  caravan  tent  on  the  black  lava  coast 
of  the  Big  Island  of  Hawaii  where  Malia,  a  woman  I  have 
only  just  met,  is  introducing  me  to  lomi-lomi,  the  classic 
Hawaiian  massage.  Trade  winds  ruffle  the  palm  trees. 
Waves  lap  the  shore.  Now  and  then  from  a  great  distance  I 
hear  cries  of  delight  as  people  watch  whales  leap  out  of  the 
blue  Pacific.  Ah,  Hawaii. 

Until  now  I  haven't  exactly  been  in  a  prone  position.  I've 
hunted  giant  marlin  off  the  Kona  Coast,  climbed  Diamond 
Head  volcano,  stewed  in  a  Roman  spa  full  of  salt  water, 
snorkeled  lagoons  off  La  Perouse  Bay,  watched  red-hot 
molten  lava  run  into  the  sea,  splashed  in  waterfall  pools  and 
raised  a  high  five  on  13,976-foot  Mauna  Kea,  the  Pacific's 
highest  peak. 

It  all  began  in  Honolulu,  where  the  air  smells  like  flowers 
and  the  edges  of  reality  blur  in  a  thousand  different  ways. 
Ancient  Japanese  mamasans  dodge  the  noonday  sun  under 
parasols  while  strangers  baste  side-by-side  on  Waikiki  Beach, 
where  surfers  ride  endless  waves.  I  have  stayed  in  the  grand  old 
hotels,  watched  the  "hula-hula"  girls  dance  with  red  hibiscus  in 
their  hair  and  listened  to  ukuleles  plink  deep  into  the  night. 

This  time  I  ventured  beyond  Waikiki  to  discover  some  of 
the  world's  most  alluring  retreats. 

A  jet-lagged  night  on  the  town  .  .  . 

The  hot  oshibori  towel  feels  good  on  my  jet-lagged  fore- 
head, the  yellow  plumeria  lei  reminds  me  of  crayons  and  a 
girl  in  the  third  grade.  As  soon  as  I  get  into  my  trunks.  I'm 
heading  for  that  beach  right  outside  my  window.  I  am  in  the 


Alluring  Retreat 


Hawaii  Prince  Hotel,  a  twin  tower  of  pink  stone  overlooking 
Ala  Moana  Beach  at  Waikiki's  gateway.  It's  the  perfect  sophis-B 
ticated  urban  perch  to  let  mind,  body  and  soul  regroup  after  a 
five-hour  trans-Pacific  hop. 

After  a  long,  lazy  swim  in  the  lagoon,  I  set  out  for  a  brief 
night  on  the  town  to  revisit  the  landmarks  and  see  the  sights  — | 
looming  Diamond  Head  crater,  the  golden  sand  of  Waikiki, 
the  Beaux  Arts  and  hot  pink  Spanish  hotels  —  before  savor- 
ing a  sundown  Mai  Tai  at  the  Waikiki  Yacht  Club,  followed  by 
fresh  opakapaka  at  Prince  Court.  And  then  to  sleep.  I'll  swim 
again  at  sunrise,  then  climb  Diamond  Head. 


Diving  on  the  Mahi  .  .  . 

Out  on  Oahu's  Waianae  coast,  far  from  Waikiki's  concrete 
and  steel  high-rises,  the  highway  dwindles  to  a  two-lane  road 
and  the  island  reverts  to  its  natural  appearance. 

This  little-explored  side  of  Oahu  offers  total  escape, 
especially  underwater.  Eels  peer  from  the  wreck  of  the  Mahi,  ai 
185-foot  mine  sweeper  that  lies  in  90  feet  of  water  about  a 
mile  off  the  coast.  Schools  of  yellow  butterfly  fish  pose  for 
class  photos  while  endangered  green  sea  turtles  glide  by.  Now 
and  then,  a  white-tipped  reef  shark  shows  its  stealthy  self. 

On  shore  1  find  heavenly  splendor  —  that's  plain  English 
for  Ihilani.  the  Hawaiian  name  of  my  beach  hotel  overlooking 
four  gold  sand  coves.  A  modern  palace,  this  urbane  inn  out  in 
the  country  has  a  Ted  Robinson-designed  18-hole  champi- 
onship golf  course  and  Oahu's  biggest  spa. 

I  head  for  the  spa  to  soak  in  a  salty  Roman  pool,  then  get 
massaged  by  computer-adjusted  shower  jets  and  wrapped  in 


An  hour 
of  Thalasso 
therapy  will 
convince  you 
that  life 
does  indeed 
spring  from 
the  sea. 


HALASSO,  from  thalassa,  the 


Greek  word  for  sea.  Literally,  sea-therapy. 
At  Ihilani  Resort  &  Spa,  it  is  a  means  by 
which  nirvana  can  be  approached  through 
the  medium  of  warmed  Hawaiian  sea- 
water,  pulsing  against  one's  body. 

It  is  not,  however,  the  only  means.  We  also  offer  a  full  complement  of  spa  treatments.  Roman 
Pools.  Grand  Jets.  And  Shiatsu,  among  others.  What  makes  these  unique  is  our  use  of  the  purest  local 
ingredients.  Like  Hawaiian  salt  in  our  Loofah  Scrubs  and  various  seaweeds  in  our  herbal  wraps. 
Hawaii's  bounty  also  finds  its  way  into  each  of  our  five  restaurants,  resulting  in  a  cuisine  that 

is  unique  in  all  the  world. 

So  in  the  event  you  should  feel  the  need  for  a  little 


The  REVITALIZER 


Our  ultimate  spa  package.  It  includes: 

-  Spacious  Ocean  View  accommodations. 

-  A  $100  dining  credit  valid  at  any  of  our  five  restaurants 
~  20%  discount  on  select  spa  treatments. 

~  A  spa  sampler  amenity  each  night  of  your  stay. 

The  Revitahzer  is  priced  at  $299  per  night,  based  on 
two  nights  minimum  stay.  $240  for  each  additional  night. 
Available  through  12/19/96. 


stimu 


lation,  we  hope  that  Ihilani  Resort  &  Spa 

Ihilani 


is  the  first  and  only  place  that  springs  to  mind. 
For  reservations  and  information,  call  your 


Resort  &  Spa 


travel  agent  or  call  us  direct  at  800-626-4446.  fo'o,».R,™,.wi,io.™ 


MAE-i  io; 


A  member  of 

'ThefJeadingHotels  ofthffWorld 


sassafras  like  an  herbal  burrito.  Dinner's 
at  Azul,  the  Mediterranean-influenced 
bistro  where  chef  Mark  Adair  of  Paris, 
Vail  and  Los  Angeles  now  presides.  I 
have  seen  too  many  fish  today;  the  rack 
of  lamb  has  my  vote.  The  wine  list, 
please. 

In  search  of  the  primal  .  .  . 

On  Pu'u  Olai,  a  bit  of  volcanic  punc- 
tuation on  Maui's  southwest  coast,  I 
scan  Alala  Channel  with  binoculars  for 
telltale  exhalations  of  Pacific  humpback 
whales. 

They  arrive  here  from  Alaska  about 
the  same  time  as  America's  snowbirds 
(from  December  until  May),  when  the 
tropic  air  of  Maui  is  filled  with  cheers 
and  spouts.  Slowly,  I  kayak  out  for  a 
breathtaking  sea-level  look  at  the  earth's 
largest  mammal;  it's  the  ultimate  sea 
encounter. 

On  this  wild  coast  at  the  foot  of 
10,023-foot-high  Haleakala  crater  is  a 
singular  retreat  basking  in  natura 


serenity  with  no 
visible  neighbors.  A 
stark  white  oasis  on 
a  gold  sand  beach, 
the  Maui  Prince 
Hotel  is  like  a  Kyoto 
ryokan  by  the  sea. 

At  sunset  I  ride  a 
sure-footed  horse 
across  rumpled 
prongs  of  black  lava 
on  Ulupalakua  Ranch, 
a  multi-tiered,  often 
vertical  spread  that 
stretches  from  La 
Perouse  Bay  almost  to 
the  summit  of 
Haleakala,  the  old  vol- 
cano that  created  all 
this  blackness;  in  fact, 
the  whole  island.  (La 
Perouse  Bay  was 

named  for  the  French  explorer  Admira 
Jean-Francois  de  Galaup  La  Perouse,  the 
first  Westerner  to  set  foot  on  Maui,  who 


dropped  anchor  in  1786.) 

The  earth  stopped  burning  here  200 
years  ago  which,  for  volcanoes,  is  only 


Hawaii  Princ 

JSk, 
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'esterday.  Out  to  sea,  spouting  whales 
ire  silhouettes  against  the  orange  sunset. 
The  island  suddenly  seems  very  primal. 

>norkeling  Hapuna  .  .  . 

I  am  soaring  over  scores  of  black  fish 
vith  blue-to-purple  polka  dots  who 
;parkle  like  neon  in  sun  rays  against  a 
)lack  lava  point  studded  with  red,  blue 
ind  yellow  coral  heads.  It's  a  rare  and 
vonderful  underwater  sight.  I  also  share 
he  water  with  schools  of  yellow  tangs, 
leedlefish  and  green  sea  turtles. 

I  discovered  this  "secret"  cove  on  the 
lorth  end  of  Hapuna  Beach,  where 
)lack  lava  pokes  boldly  into  the  blue 
vater.  The  cove  is  at  the  foot  of  the 
-lapuna  Beach  Prince  Hotel,  a  $360  mil- 
ion  beach  hotel  with  a  view  of  the 
Kohala  Coast  that  looks  like  a  Japanese 
A'ood-block  print.  The  best  room  in  the 
nouse  is  the  $5,000-a-night  bungalow. 


Alluring  Retreats 


In  the  evening  we  stare  at  the  night 
sky  and  find  Hokulea,  Hawaii's  own 
star,  bright  as  a  diamond  and  ruby  clus- 
ter that  led  Polynesian  voyagers  to  dis- 
cover these  islands  between  300  and 
500  A.D. 

Dream-flying  to  the  volcano  .  .  . 

I  climb  in  a  $1  million  Astar  heli- 
copter and  dream-fly  over  a  lunar- 
looking  landscape  to  see  Kilauea  volcano, 
a  fiery  cauldron  spewing  lava  down  the 
island's  eastern  slope  to  the  sea. 

We  hover  above  the  red-hot  burning 
edge  of  earth.  Lava  oozes  into  the  cold 
ocean.  In  clouds  of  steam,  Hawaii's 
newest  black  sand  beaches  appear 
before  my  eyes  like  magic. 

Over  cognac  back  at  Mauna  Kea 
Beach  Hotel,  I  grapple  with  the  symbio- 
sis of  creation  and  destruction  and  go  to 
sleep  humbled  by  nature  once  again. 


Humility  resumes  the  next  day  amid 
old  black  lava  on  the  velvet  greens  of 
Mauna  Kea's  always-challenging  golf 
course.  I  hit  the  ball,  which  misses  a 
mynah  bird  in  a  keawe  tree,  bounces 
against  a  lava  rock  and  drops  —  plop  — 
into  the  sea.  I  have  an  ongoing  love-hate 
relationship  with  this  par-72  Robert 
Trent  Jones  Sr.  course,  ranked  number 
one  in  Hawaii.  I  love  it;  it  hates  me. 

The  Mauna  Kea  Beach  Hotel  and  I 
get  along  far  better.  It's  as  comfortable 
as  a  classic  aloha  shirt,  thanks  to 
Laurance  S.  Rockefeller,  who  built  it  25 
years  ago.  It's  still  the  first  choice  of 
America's  moguls.  The  reason's  simple: 
great  beach,  great  golf,  great  weather, 
great  island. 

The  hunt  for  granders  .  .  . 

Hemingway  would  have  loved 
Hawaii  for  its  primitive  luxury,  rum 
drinks  and  big  fish.  I  am  bumping  down 
a  dirt  road  across  old  black  lava  flows  to 
sleep  in  a  thatched  hut  on  a  blue  lagoon 


I  AM  INVISIBLE. 

Sea  turtles  do  not  wait  for  my  decisions. 
The  sea  and  sand  have  no  requests. 
Sheltered  from  the  distraction  of  phones  and  faxes, 
I  indulge  in  hlissjul  anonymity. 
And  answer  to  no  one  hut  myself. 

Call  your  travel  agent  or  1-800-367-5290. 

Discover  1 1  f  e  s  simple  pit 
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at  a  place  called  Kona  Village.  No 
phones,  no  fax,  no  television,  just  the 
sound  of  wind  in  the  palms  and  the  lure 
of  big  fish  in  blue  water.  I  am  in  search 
of  marlin.  Granders,  they  call  them  here, 


1,000-pound  monsters  hooked  on  80- 
pound  test.  When  you  want  to  catch  big 
trophy  fish,  it  doesn't  get  any  better  any- 
where than  the  fabled  Kona  Coast. 
In  Kailua-Kona  there's  a  "wall  of 


fame"  on  the  waterfront  honoring  40 
old  men  of  the  sea  who've  nailed  more 
than  20  tons  of  fighting  fish.  Out  a  mile 
or  more  in  deep  blue  water,  aboard  a 
swift  boat  loaded  with  live  bait  and 
rigged  for  granders,  we  hook,  alas,  only 
a  125-pound  marlin,  fight  to  a  draw, 
then  tag  and  release.  Unless,  of  course, 
there's  mahimahi  on  the  line  —  that's 
keep  and  eat. 

We  celebrate  the  marlin's  freedom 
and  call  it  a  day  back  at  the  Shipwreck 
Bar  over  bright  tropical  cocktails  that 
glow  like  sunset  in  a  glass.  Our  luck 
stays  good:  fresh  grilled  mahi's  on  the 
dinner  menu  at  Hale  Samoa  tonight. 


Summer  to  winter  in  90 
minutes  .  .  . 

Weather  changes  fast  on  top  of 
Mauna  Kea,  which,  at  33,476  feet  from 
sea  floor  to  summit,  is  "the  tallest 
mountain  on  Earth,"  according  to  the 
Guinness  Book  of  World  Records.  All  four 
seasons  can  occur  in  one  day. 
Avalanches,  blizzards  and  whiteouts  are 
common  in  this  tropical  conundrum. 
No  wonder  ancient  Hawaiians  named  it 
"white  mountain." 

Mauna  Lani  Resort,  a  most  unlikely 
ski  resort,  is  a  palmy  seaside  oasis  that's 
only  a  90-minute  drive  from  the  snow- 


to 
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Hawaii  Prince  Hotel  &  Golf  Club 

100  Holomoana  Street 

Honolulu,  Hawaii  96815 

Phone:  808-956-1111  or  800-321-6248 

Fax:  808-946-0811 

521  oceanfront  rooms,  57  suites.  $230-$2500. 

Ih i Ian i  Resort  &  Spa 

92-1001  Olani  Street 

Kapolei,  Hawaii  96707 

Phone:  808-679-0079  or  800-626-4446 

Fax:  808-679-0080 

387  rooms,  42  suites.  $275-$5000. 

MAUI 

Maui  Prince  Hotel 

5400  Makena  Alanui 

Makena,  Hawaii  96753 

Phone:  808-874-1111  or  800-321-6284. 

Fax:  808-879-8763 

300  rooms,  13  suites,  conference  facilities. 
$2304840. 


BIG  ISLAND  OF  HAWAII 

Kona  Village  Resort 

Kaupulehu 

P.O.  Box  1299 

Kailua-Kona,  Hawaii  96745 

Phone:  808-325-5555  or  800-367-5290 

Fax:  808-325-5124 

125  bungalows.  $3954680  double,  lull 
American  plan  includes  all  meals,  tennis, 
water  sports,  walking  tours,  airport  transfers, 
welcome  lei.  Friday  night  luau. 

Mauna  Lani  Bay  Hotel  &  Bungalows 

Mauna  Lani  Resort 

68-1400  Mauna  Lani  Drive 

Kohala  Coast,  Hawaii  96743 

Phone:  808-885-6622  or  800-367-2323 

Fax:  808-885-4556 

350  rooms  and  suites;  five  butlered  bunga- 
lows; 1,  2  and  3-bedroom  ocean  villas.  $260- 
$465  double  rooms;  $795  suites;  $3350- 
$3850/day  bungalows;  $395-630/day  villas 
(3-day  minimum). 


Hapuna  Beach  Prince  Hotel 

Mauna  Kea  Resort 

62-100  Kaunaoa  Drive 

Kamuela,  Hawaii  96743 

Phone:  808-880-1111  or  800-882-6060 

Fax:  808-880-3200 

350  rooms,  37  suites.  $325-$900  double. 
$5,000/day  Hapuna  Suite. 

Mauna  Kea  Beach  Hotel 

Mauna  Kea  Resort 

62-100  Mauna  Kea  Beach  Drive 

Kamuela,  Hawaii  96743 

Phone:  808-882-7222  or  800-882-6060 

Fax:  808-882-5700 

310  moms,  10  suites.  $280-1050  double. 

Four  Seasons  Resort 

Hualalai  at  Historic  Kaupulehu 

P.O.  Box  1119 

Kailua-Kona.  Hawaii  96745 

Phone:  808-325-8000  or  800-332-3443 

Fax:  808-325-8100 

243  rooms,  31  suites.  Introductory  rates 
through  Dec.  20,  $400-$5000  double;  then 
$450-6000  through  1997. 
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apped  summit  of  Mauna  Kea.  I  indulge 
[  rare  fantasy  by  snorkeling  in  a  tropical 
agoon  and  skiing  down  the  Big  Island's 
vhite  mountain  all  on  the  same  day. 
iummer  and  winter  here  are  only  a 
hort  drive  apart. 

Back  in  summer  again,  I  head  for 
The  Canoe  House  and  a  tropical  cock- 
ail.  "Something  that  really  says  Hawaii," 
said,  never  expecting  what  came  next, 
t  was  a  pineapple.  One  whole  ripe, 
golden  Hawaiian  pineapple.  Full  of 
'odka,  rum,  coconut  juice  and  who 
mows  what.  "What's  this?"  I  asked. 
Paddler's  Passion,"  the  barman  said. 
One  sip  and  it's  paradise."  I  took  one 
;ip.  Everyone  stared.  The  barman  wait- 
ed anxiously.  "Make  it  a  double,"  I  said, 
everyone  laughed. 

lb  commune  with  nature  .  .  . 

At  the  Four  Seasons  Resort,  Hualalai, 


Alluring  Retreats 


I'm  watching  Jack  Nicklaus  tee  off  on 
his  challenging  new  18-hole  PGA  cham- 
pionship course,  carved  out  of  black 
lava  on  the  Kona  Coast.  You  can  only 
play  on  Jack's  new  course  if  you  are  a 
Four  Seasons  guest  or  resident. 

Hawaii's  newest,  most  exclusive  golf 
retreat  is  a  residential  resort,  which 
means  ycu  can  live  here  forever  or 
spend  your  Hawaiian  holiday  in  a 
$6,000-a-night  bungalow.  The  resort  is 
nestled  in  black  lava  by  the  sea  under 
the  8,721 -foot-high  Hualalai  volcano, 
whose  upland  forests  shelter  Hawaii's 
exotic  native  birds,  little  red  curved- 
beak  honey  creepers  that  live  only  here 
on  the  edge  of  extinction.  A  decent  lot 
with  an  ocean  view  in  this  neighbor- 
hood —  you  had  to  ask  —  goes  for 
$900,000.  Excluding  the  house. 

Guest  bungalows  are  luxurious  tem- 
ples of  pleasure  furnished  in  Pacific 


tropical-style  rattan  and  bamboo,  natur- 
al hardwoods  and  slate  with  private 
swimming  pools  and  open-air  bath  gar- 
dens so  —  and  here's  a  new  twist  on 
upscale  hedonism  —  you  can  commune 
with  nature  and  shower  under  the 
Hawaiian  sun. 

Blue  skies,  blue  water,  endless  sum- 
mer days.  The  joys  of  paradise  are 
abundant.  In  the  alluring  retreats 
beyond  Waikiki.  In  Hawaii,  the  state  of 
natural  bliss. 


Rick  Carroll,  author  of  Great  Outdoor 
Adventures  of  Hawaii  (available  globally 
at  http://www.  cyber-hawaii.com/travel/) 
is  a  former  daily  journalist  with  the  San 
Francisco  Chronicle  who  covered  Hawaii 
and  the  Pacific  for  United  Press 
International.  He  writes  Frommer's 
Hawaii  Guides  for  Macmillan  Travel, 
New  York.  His  new  book,  Chicken  Skin 
True  Spooky  Stories  of  Hawaii,  is  due 
this  fall  from  Bess  Press,  Honolulu.  He 
lives  in  Hawaii  at  Lanikai  Beach. 


And  The  Hotel  Is  Equally  Stunning. 


Imagine  the  hotel  that  echoes  its  golfing  environment. 
Elegant  accommodations.  Sumptuous  cuisine.  Gracious 
Hawaiian  attitudes.  Two  white  sand  beaches.  Tennis 
Garden.  Fitness  Center.  Both  North  and  South  Courses 
are  renowned  for  providing  continuous  challenge  while 


blending  harmoniously  with  nature.  And  we're  the  home 
of  the  Senior  Skins  Game.  It's  all  here  at  Mauna  Lani 
on  the  Big  Island's  sunny  Kohala  Coast.  Call  your  travel 
agent  or  1-800-327-8585  or  1-800-367-2323  for  hotel 
information.  Golf  packages  available. 


THE  MAUNA  LANI  BAY 

Hotel  unci  Bungalows 


68-1400  Mauna  Lani  Drive,  Kohala  Coast,  Island  of  Hawaii  96743-9796 


AAA  Five  Diamond  Award  w  w  w  w'\w>' 


PAN  PACIFIC  Hotels  and  Resorts 
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A  Queendom 
By  The  Sea 

By  Jolee  Edmondson 


What  could  be  more 
satisfying  than  the  waters 
at  Les  Thermes  Marins 
de  Monte  Carlo?  No 
crime,  no  litter,  no  riffraff 

It  was  February  when  I  took  the 
waters  in  Monte  Carlo.  The  off-season. 
There  was,  how  shall  I  say,  a  Champagne 
chill  in  the  air.  Flowing  along  the  pink- 
granite  sidewalks  that  front  Dior,  Bulgari 
and  St.  Laurent  was  a  steady  stream  of 
mink-draped  dowagers  walking  their  pedi- 
greed chiens;  the  occasional  nanny  pushed 
a  fur-lined  baby  carriage  through  the  im- 
peccable Little  Africa  garden;  the  gaming 
rooms  at  the  fabled  casino  were  as  still  as 
a  grotto;  at  Cafe  de  Paris — teeming  with 
gawking  tourists  in  summer — small  clutches 
of  insouciant  patrons  sat  gossiping,  ignor- 
ing the  astonishing  scenery. 

Accentuating  the  subdued  winter  mood 
was  the  Utopian  overlay:  in  Monaco  there 
is  no  crime,  no  riffraff,  no  graffiti,  no  lit- 
ter. Keeping  the  peerless  peace  are  450  po- 
licemen (that's  one  officer  per  66  inhabit- 
ants). Surveillance  cameras  are  ubiquitous; 
activities  in  public  places  are  monitored 
24  hours  a  day.  So  all  right,  it  might  not 
work  in  Cleveland.  But  in  this  fabulously 
flush  little  domain  crunched  between  sea 
and  Alps,  suspended  between  fantasy  and 
reality — where  a  prince  rules  supreme  — 
the  more  extraordinary  the  concept,  the 


more  likely  it  will  succeed. 

Monaco's  latest  fanciful  notion  come  to 
life  is  Les  Thermes  Marins  de  Monte  Carlo, 
a  $27-million,  vanilla-colored  temple  of 
well-being.  Opened  in  1995,  it  is  awash  in 
marble,  mirrors,  chrome,  glass,  elaborate 
mosaics  and  sweeping  balustrades,  and  oc- 
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cupies  the  s,ame  harborside  cliff  as 
the  original  spa,  built  in  1908  but  de- 
stroyed by  bombs  in  World  War  II. 

As  much  as  20,000  gallons  of  sea 
water  is  pumped  into  Les  Thermes 
Marins  daily.  The  magnificent  indoor 
swimming  pool  with  shell-shaped 
ceiling  and  the  therapy  pool  with 
stainless  steel  columns  rising  from  its 
depths  both  contain  sea  water.  Except 
for  drinking-water  taps,  every  nozzle, 


Thermes  Marins  is  hydrotherapy. 
Each  treatment  room  is  a  sleek,  mar- 
ble-walled affair,  and  with  one  im- 
mense, deeply  recessed,  porthole-like 
window.  While  wallowing  in  a  huge 
white  porcelain  tub  with  hydrant- 
force  jets  of  sea  water  pummeling  the 
length  of  my  body,  the  fragrance  of 
scented  oils  wafting  upward,  I  would 
gaze  out  at  the  rippled,  ink-blue 
Mediterranean,  the  gargantuan  yachts 


j    j     I'm  trash  when  it  comes  to  spa  treatments.  I  don't 

want  to  bear  about  subliminal  benefits.  So  I  jumped 
when  I  heard  that  the  hard-core  hedonist  could 
engage  two  therapists — a  double-teaming  massage. 


showerhead,  spigot,  jet  and  fountain 
spouts  H2O  from  the  Mediterranean. 
The  clinical  term  for  the  ancient  and 
uniquely  European  sea-wTater  regime 
is  thalassotherapy  {thalasso  being  Greek 
for  "by  the  sea").  At  Les  Thermes 
Marins,  there  are  boiling  seaweed 
baths.  There  are  sea-water  steam  in- 
halers and  even  algae-based  body- 
wrap  formulas.  The  idea  is  that  when 
sea  water,  rich  in  beneficial  minerals 
and  microorganisms,  is  warmed  or 
cooled  to  body  temperature,  it  can 
then  penetrate  the  epidermis  and 
enter  the  blood,  replenishing  and  pu- 
rifying. "Your  skin  eez  like  a  door, 
non?"  explained  Anna-Marie,  the 
young,  fresh-faced  attendant  who  ad- 
ministered my  10  a.m.  massage  affu- 
sion (shower)  on  the  second  day  of  my 
stay.  "When  the  wateur  eez  the  right 
degrees,  voila... opens  door." 

I  am  trash  when  it  comes  to  spa 
treatments.  I  don't  want  to  hear  about 
lasting  results  or  subliminal  benefits. 
I'm  just  in  it  for  the  fugitive  bliss.  So 
I  jumped  when  I  heard  the  hard-core 
hedonist  may  engage  two  therap- 
ists— a  kind  of  double-teaming  mas- 
sage. The  thought  of  four  hands 
working  their  magic  under  that  divine 
mist... well,  I  had  to  have  it.  I  plunk- 
ed down  $140  for  30  minutes  of  tran- 
scendent euphoria. 

Another  sybaritic  experience  at  Les 


anchored  in  the  harbor,  and  at  the  past- 
el villas  and  apartments  clustered  atop 
the  promontory  known  as  the  Rock. 

Gyms  may  be  a  lure  to  some,  but 
not  to  me,  and  Les  Thermes  Marins' 
facility  had  little  in  the  way  of  volup- 
tuary delights.  Still,  the  spa's  weight- 
reduction  program  oilers  individual- 
ized work-out  regimes. 


treatment  in  which  a  dulcet-voiced 
"relaxologisf '  repeatedly  utters  calm- 
ing-words to  the  reclined  patient. 

Monte  Carlo's  two  landmark  ho- 
tels, the  Hermitage  and  Hotel  de 
Paris,  are  linked  to  the  spa  via  mar- 
bled passageways.  Guests  are  able  to 
pad  en  peignoir  from  their  rooms  to 
their  treatments,  which  is  convenient 
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Especially  when  they've  taken  a  7, 8  or  9  night  cruise  through 
the  Caribbean,  Panama  Canal  and  Costa  Rica  aboard 
the  SSC  Radisson  Diamond.  On  shore,  you  will 
encounter  magical  lands,  crystalline  lagoons 
and  an  unbelievable  array  of  flora  and 
fauna.  While  on  board,  the  Diamond  offers  her 
guests  an  experience  unmatched  on  the  seven  seas: 
a  unique  twin  hull  desiqn  and  SWATH  technology  that 
dramatically  reduces  the  motion  of  the  seas.  All  outside  view 


staterooms  (70%  include  private  balconies)  and  the  highest 
per  passenger  spare  ratio  of  any  ship  in  her  class.  A 
free  in-room  bar  setup;  complimentary  wines 
Wk.      at  dinner.  And,  of  course  our  no- tipping 
Bp     policy.  All  of  which  explains  why  Fielding's 
Guide  to  Worldwide  Cruises  gave  Diamond 
an  unprecedented  six  stars.  For  details  on  these  voyages, 
call  your  travel  agent  or  the  number  below.  After  all, 
some  wonderful  forests  (and  trees)  await  your  attention. 


SAVE  5°% 


On  second  person  fare  plus  Free  Airfare  from  the  East  Coast.  FREE  2-night  deluxe  hotel  program  in  Costa  Rica. 
For  more  details  call  I  80O  424  3964  or  your  travel  agent. 


Radisson  Seven  Seas 


Fares  based  an  firsl  person  paying  full  rale,  double  occupancy,  excluding  Masfer  Suites  Low  airfare  add-ons  from  other  regions  Selert  sailings  Restrictions  apply 


The  Olympus  of 
minders 


Richie's  car  phone 
201-555-1234' 
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I  suppose,  but  I  preferred  the  Loew 
Monte  Carlo,  a  mammoth,  moderri 
hotel  dramatically  extended  over  pil- 
ings driven  into  the  Mediterranean 
From  Loews  it  was  a  lovely  five-min-< 
ute  stroll  to  Les  Thermes  Marins 
along  a  brick  promenade  that  backs 
the  casino  and  skirts  lush,  exotic  veg 
etation.  My  only  concession  to  exer 
cise  allowed  me  to  absorb  as  much  ol 
the  Principality  as  possible  between 
corporal  delectations. 

Each  morning  I  would  get  into  tb 
spa  spirit  by  stepping  out  onto  the 
balcony  off  my  room,  taking  a  swig  ol 
mineral  water  and  filling  my  lungs 
with  vintage  Monte  Carlo  oxygen. 
Surely  this  was  the  sort  of  thing  a 
health  enthusiast  would  do.  The  sea 
twinkled  in  the  early  light;  yonder 
awakened  the  rugged,  brown,  villa- 
studded  hills  of  France  and  Italy. 

I  won't  dwell  on  the  spa's  food. 
While  the  dining  room  is  an  inviting,,; 
sun-splashed  space  staffed  with  solic- 
itous, white-jacketed  waiters,  the  fare 
illustrates  the  dilemma  faced  by  spa 
chefs:  creating  dishes  that  are  at  once 
low-fat  and  savory.  One  lunch,  for  ex- 
ample, consisted  of  a  dry  vegetable 
terrine  followed  by  meager  medaillonsi 
of  fish  artfully  framed  by  dollops  of! 
orange-accented  carrot  mousse.  For 
the  utterly  unseasoned  fish  to  assume 
the  faintest  flavor,  I  had  to  keep  dab- 
bing it  with  the  mousse.  In  the  end,  I 
filled  up  with  olive  rolls. 

On  my  last  day  at  Les  Thermes 
Marins  I  submitted  to  a  rare  and  curi- 
ous, singularly  satisfying  massage  called 
fasciatherapy,  which  zeroes  in  on  the 
fascia — the  layer  of  fibrous  tissue  be- 
neath the  surface  of  the  skin.  Les 
Thermes  Marins  is  the  only  spa  in  the 
world  that  offers  this  treatment,  and 
it  was  administered  by  a  thin,  serene 
man  named  Patrick  Provost. 

I  was  a  bit  bashful  about  disrobing 
in  front  of  an  homme  e'trange,  but  Pat- 
rick had  such  a  benign  manner  that  in 
a  moment  of  abandon  I  tossed  my  ter- 
rycloth  mantle  aside  and  flashed  to- 
ward the  therapy  table.  Smiling  soft- 
ly, he  seated  himself  on  a  stool  and 
placed  the  palms  of  his  hands  on  my 
back.  I  could  see  his  reflection  in  a 
mirror.  His  head  was  lowered,  his 


Alden  Shoe  Company  1-800-325-4252 
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i  once-mild  expression  suddenly  that 
;  of  a  serious  concert  pianist  about  to 
throw  himself  into  an  opus. 

Without  oil  or  lotion,  Patrick  slow- 
I  ly  began  shifting  my  skin  about  as  if 
Jit  were  an  ill-fitting  garment,  inter- 
;  mittently  pressing  and  rotating.  He 
explained  that  when  there  is  disease, 
I  stress  or  trauma,  the  fascia  in  the  af- 
:  fected  area  contracts  and  sucks  up  the 
:  body's  energy.  His  job  was  to  pinpoint 
the  trouble  zone  and  disperse,  or  bal- 
i  ance,  the  energy. 

For  an  hour  he  methodically  ex- 
plored my  fascia  in  search  of  the  slight- 
;  est  abnormality.  His  peculiar  but  sooth- 
ing hand  movements  covered  my 
back,  forehead,  stomach,  breastbone 
and  neck.  For  most  of  the  session 
:  not  a  word  was  spoken.  There  was  no 
piped-in  music.  The  hush  was  abso- 
lute. Through  an  arched  window  I 
hazily  viewed  the  infinite  expanse  of 
the  Mediterranean.  The  glow  from  a 
cream-colored  lamp  lent  an  ethereal 
aura  to  the  room.  Never  have  I  felt  so 
completely  at  peace. 

At  the  close  of  the  treatment,  Pat- 
rick informed  me  ever  so  tenderly  that 
I  had  some  bad  fascia  stuff  going  on 
in  my  upper  back.  "Too  much  tension 
there,"  he  said,  "but  I  took  care  of  it 
for  you."  What  a  man! 

To  recover  from  this  last  bliss-out, 
I  repaired  to  the  solarium  and  col- 
lapsed on  a  chaise.  Dreamily,  I  con- 
templated the  trompe  l'oeil  ceiling. 
Wispy  pink  and  white  clouds  drifted 
against  a  cerulean  background.  It  had 
to  be.  Of  course  it  was.  Heaven.  • 

Jolee  Edmondson  is  a  writer  liv- 
ing in  Savannah,  Georgia. 


WET  &  MILD 

Les  Thermes  Marins  de  Monte  Carlo 
offers  eight  packages,  the  most 
basic  being  the  Azure  Tonic,  featur- 
ing a  choice  of  four  treatments  at 
$120  per  day;  six  days  or  longer  run 
$100  per  day.  The  Stress  Control 
session  runs  roughly  $930  for  six 
days.  Members  of  Le  Club  Diamant 
Rouge  (annual  fee  $45)  can  enjoy 
two  treatments  per  day  at  $70.  F 
reservations:  800-221-4708. 


ncompromisingo 
Just  Like  YguLo 


At  Nikko  Hotels  throughout 
North  America,  you  will  experience  the 
incomparable  services  and  amenities 
of  a  world-class  luxury  hotel.  You  will 
also  find  a  dedicated  staff  committed  to 
excellence. ..anticipating  and  exceeding 
the  needs  of  the  business  traveler. 


Spacious  rooms  designed  for  the  business 
traveler.  Voice  mail,  dataports,  many  with 
in-room  fax  machines.  A  fully  equipped 
Executive  Business  Center  with  computers, 
printers. ..everything  to  rival  your  own  office  and  available  whenever  you 
need  it.  Even  a  state-of-the-art  Fitness  Center.  All  with  the 
hospitality  and  attention  to  detail  that  has  become  a  Nikko  tradition. 


Nikko  Hotels.  An  uncomplicated 
approach  to  luxury.  In  North  America's 
most  dynamic  cities,  the  uncompromising 
choice  for  the  business  traveler. 


nikko  hotels  international 

SIMPLY  EVERYTHING.  SIMPLY. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  1 .800. NIKKO.  US. 
Or  simply  fax  your  reservation  to  1 .800.544.4455. 

Over  40  Nikko  Hotels  worldwide 
In  North  America:  New  York  (Essex  House)  •  Atlanta  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Honolulu  (Itikai)  •  Mexico  City 


The  rugged  and  compact  CHRONOMAT 
was  designed  and  developed  in 
cooperation  with  the  crack  pilots  of 
Italy's  elite  Frecce  Tricolori  flying 
team. 

Probably  the  world's  favorite  up- 
market selfwinding  chronograph,  its 
crisply  technical  good  looks  and 
straight  profile  are  designed  for  total 
functional  convenience.  The  Breitling 
Chronomat:  mastering  time  with  the 
ease  and  efficiency  of  the  Concorde's 
sleek  flowing  lines. 

AUTHORIZED  BREITLING  AGENT: 


Mechanical  chronograph 

Designed  for  service  in  the  demand- 
ing, split-second  world  of  fighter 
aircraft,  the  Chronomat  is  easy  to 
handle  and  operate,  measuring  times 
from  '/5th  second  to  12  hours  and 
providing  intermediate  and  cumu- 
lative flying  times  when  needed.  Its 
rotating  bezel  with  rider  tabs  can  be 
used  to  set  a  time  reference  or 
deadline. 

Available  in  steel,  steel  and  gold  or 
18  K  yellow  or  white  gold.  Leather 
strap;  Pilot  or  Rouleaux  bracelet. 


BORSHEIM'S, 

America's  Largest  Independent  jewelry  Store. 
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INSTRUMENTS 


FOR  PROFESSIONALS 


tWORLD  COUNSELJ 


The  FYI  Signpost 


Conversational  Krakow... 
Chowing  down  in  Chicago. . . 
Splurging  in  Zurich... 
Horseplay  in  Chantilly... 
The  depths  of  Dominica... 


Krakow:  As  Poland's  spiritual  and 
cultural  heart — always  more  worldly,  stylish 
and  intellectual  than  Warsaw — Krakow  is 
at  last  coming  back  into  its  own  after  the 
Orwellian  nightmare.  Never  bombed  dur- 
ing the  war,  its  magnificent  "Old  Town" 
has  a  completeness  and  antique  grace  un- 
matched in  Eastern  Europe:  four  square 
miles  ol  Baroque,  Renaissance  and  Gothic 
buildings  and  monuments,  and  the  largest 
medieval  square  on  the  Continent.  Poles 
may  revere  Krakow's  sense  of  history  and 
independence,  but  they  love  it  for  its  rich 
cafe,  artistic  and  university  life.  A  city  ever 
experimenting  and  talking. 

The  way  to  approach  Krakow  is  to  pre- 
tend you  live  there,  with  little  to  do  but  walk 
and  gaze  at  this  living  architectural  mu- 
seum. As  the  city  was  the  capital  for  over 
500  years  until  the  end  of  the  16th  century, 
most  of  Poland's  poets  and  kings  are  buried 
in  the  Wawel  Castle — stately  outside,  royal 
luxury  inside.  One  of  the  finest  museums  is 
the  Czartoryski,  which  keeps  a  Rem- 
brandt and  Da  Vinci,  rather  oddly,  along- 
side Ottoman  cavalry  gear  captured  at  the 
Battle  of  Vienna.  Jagiellonian  Univer- 
sity, the  alma  mater  of  Copernicus,  has 
another  worthy  collection.  Its  great  treasure 
is  a  16th-century  globe-shaped  clock,  ap- 
parently the  first  to  indicate  North  Amer- 
ica— small  and  where  it  belongs,  right  next 
to  Madagascar. 

Thanks  to  the  U.,  Krakow  maintains  the 
feel  of  a  medieval  college  town.  Diverse  fes- 
tivals are  frequent.  And  the  glorious  square 


has  several  fine  art  galleries  and  theaters,  as 
well  as  St.  Mary's,  an  extraordinary  Gothic 
church  with  half-millennium-old  stained 
glass  and  an  ornate  carved  triptych  gilt  altar. 

Nearby,  at  45  Florianska,  is  the  intimate 
Jama  Michalika  Cafe,  open  since  1895 
and  crowded  with  paintings  by  illustrious 
former  patrons,  many  of  whom  swapped 
their  art  for  confectionery.  Beneath  the 
chandeliers  are  turn-of-the-century  carica- 
tures, handmade  marionettes  and  eternal, 
conversational  Krakow.  Just  a  lew  miles 
away  are  the  improbable  Wieliczka  Salt 
Mines,  60  stories  underground  and  in  op- 
eration for  eight  centuries.  Here  are  vast 
subterranean  chapels  cut  by  devout  miners 
so  they'd  have  a  place  to  worship.  One  of 
the  man-made  wonders  of  the  world. 

Hotels?  Stay  at  the  restored  duchess,  the 
Hotel  Francuski  (48-12-225122,  fax  48- 
12-225270).  Don't  miss  the  Russian  caviar  at 


Yakkity-yak  Taking 

in  the  glorious  town  square 
in  Krakow,  an  ancient 
city  ever  experimenting 
and  talking. 
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incomparable  Peter  Michael  '93  Cuvee 
Indigene  California  chardonnay — my 
idea  of  an  aperitif — we  started  with 
tuna  and  smoked  salmon,  oscetra 
caviar  with  lemon  confit  and  mint  oil. 
We  were  still  uttering  hosannas  when 
course  number  two  arrived:  pancetta- 


outlandishly  low  prices.  Bulgar- 
ian wines  are  quite  reasonable,  by 
the  way.  — James  Kingston 

Chicago:  Next  time  you're 
in  Chicago  and  your  Chicago 
friend  tells  you  he's  made  reser- 
vations at  some  Ur-steakhouse, 
tell  him  you've  already  made  the 
dinner  rez,  thanks,  at  the  Four  Sea- 
sons Hotel. 

This  isn't  breaking  news,  exactly. 
Chef  Mark  Baker  has  turned  the 
Seasons  Restaurant  into  a  culi- 
nary cathedral,  and  even  though  he 
wasn't  there  the  night  we  were,  his  as- 
sistant, Doug  Anderson,  performed 
brilliantly.  We  put  ourselves  in  his 
hands,  which  always  seems  the  way  to 
go  in  a  really  pukka  establishment, 
and  ordered  the  Chef  s  Tasting  Menu. 
Then  we  sat  back  as  course  after 
course  came  and — almost  as  prompt- 
ly— went. 

The  manager  did  as  good  a  job  as 
could  be  done  of  convincing  us  to  try 
some  "Essig"  as  an  aperitif.  If  you've 
never  heard  of  "Essig,"  a)  don't  worry 
about  it,  neither  had  we,  and  b)  it's 
academic,  because  one  sentence  from 
now  you'll  be  convinced  never  to 
order  any,  unless  your  idea  of  an  aper- 
itif consists  of  flavored  vinegar.  We 
tried  the  honey  and  cinnamon,  in  ex- 
otic, handblown  flute  glasses,  which 
would  be  put  to  better  use  as  bud  vases 
or  candleholders. 

Restored  to  health  with  a  glass  of 


wrapped  monkfish,  truffle  whipped 
potato,  thyme-roasted  turnips  and 
foie  gras.  Sir  Philip  Sidney  once  de- 
fined heaven  as  "eating  foie  gras  to  the 
sound  of  trumpets."  If  you  have  a  bet- 
ter definition,  I'd  love  to  hear  it. 

This  was  followed  by  squab,  that 
daintiest  of  birds,  with  smoked  salsify 
(new  to  us,  but  not  bad  at  all,  for  a 
root  vegetable).  The  squab's  teensy 
little  leg  was  stuffed  with  shallot  and 
gizzards,  served  with  a  blackberry  "re- 
duction," fancy-restaurant  talk  for, 
near  as  we  can  tell,  sauce. 

We  think  we  recall  a  delicious 
palate-cleansing  sorbet  being  served 
sometime  about  now,  but  the  '55 
Pichon-Longueville  Baron  our  friend 
had  generously  brought  in  that  after- 
noon to  be  decanted  was  lubricating 
such  a  rush  of  serotonin  that  we 
couldn't  swear  to  anything.  But  the 
next  course  we  do  remember:  Kobe 
beef.  All  we  can  say  is,  pray  that  those 
cows  in  Kobe  never  fall  prey  to  Mad 
Cow  disease.  What  a  waste  that 
would  be.  Chef  Anderson  served  it 
with  fingerling  and  portobello  mush- 
rooms, and  sure-enough  100-year-old 


Balsamico  and  wild  broccoli.  (We 
made  him  sign  an  affidavit  that  the 
Balsamico  wasn't  Stealth  Essig.) 

The  after-dinner  salad  was  Ex- 
plorateur  cheese  with  grapes  and 
huckleberry  vinaigrette.  Chocolate 
truffles  arrived  and  were  snorted 
down  along  with  a  glass  of  Downy's 
20-year-old  port. 

Or  you  can  have  a  steak  at  Mor- 
ton's. Over  to  you.  Seasons  Restaurant, 
Four  Seasons  Hotel,  120  East  Delaware 
Place,    Chicago,  IL 
60611;  312-649-2J49. 
— Christopher 
Buckley 

Zurich:  In  the 

fast  world  of  inter- 
national banking, 
most  roads  eventu- 
ally lead  to  Zurich, 
and  well-traveled 
money-types  relish 
the  opportunity  to 
settle  down  for  a  few 
days.  Among  the 
obvious  choices  to 
check  into  are  the  famous  Baur  au 
Lac  in  the  business  district  on  the 
lake,  or  the  brand-new  and  wonder- 
fully esoteric  Hotel  Widder,  a  group 
of  old  town  houses  that  were  gutted 
and  put  back  together  in  a  dazzling 
array  of  modern  rooms  and  meeting 
areas.  (By  all  means,  stop  in  for  a  look 
or  even  a  meal  if  you  can — outstand- 
ing kitchen.)  But  Zurich's  real  prize 
is  its  grande  dame  hotel,  the  Dolder 
Grand,  a  Victorian  confection  perch- 
ing above  the  city's  northern  side. 

Built  in  1899,  the  Dolder  is  up-to- 
date  and  loaded  with  all  the  amenities 
a  five-star  hotel  must  have  to  justify 
the  exalted  rating.  High  on  that  list, 
of  course,  are  comfort,  spectacular 
views,  fast  room  service  and  fully 
loaded  bathrooms.  At  the  Dolder 
Grand,  though,  you  get  much  more. 
Bring  your  clubs  and  have  at  the  gor- 
geous nine-hole  course.  Grab  your 
racquet  and  play  on  the  soft  red-clay 
tennis  courts.  Or  pick  up  a  map  from 
the  concierge  and  head  into  woods  for 
a  brisk  hike  or  leisurely  stroll  along 
myriad  trails.  There  are  literally  miles 
to  go  around  the  hotel  before  you 
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Wint  to  come  up  for 
a  drink  sometime^ 


"AMPACNE  COGNAC! 

V  s  O  P 


REMY  MARTIN 

100%  fine  champagne  cognac  from  the  heart  of  the 
most  celebrated  growing  region  in  France. 

To  learn  more  about  cognac  and  the  world 
ofRemy  Martin,  call  1-800- 67 8- REMY  for  our 
10-minute  video.  Complimentary, 
while  supplies  last;  offer  expires  5-31-97. 


LINCOLN 

Here  is  an  incisive  exploration  of  the  life  and  times  of  one  of  America's  most  revi 
Presidents.  The  CD-ROM  features  a  time-line  of  Abraham  Lincoln's  life  enhance! 
period  photographs,  paintings,  and  music,  as  well  as  dramatic  voice-over  narral 
a  forum  in  which  four  of  the  country's  leading  Lincoln  scholars  discuss  the  sen( 
issues  of  the  period  in  exclusive  video  interviews;  an  interactive  history  of  the  Ur 
States  during  Lincoln's  life;  and  a  library  of  Lincoln's  original  writings. 
PC,  $39.95.  C4.    Macintosh,  $39.95.  C5 

HISTORY  OF  THE  UNITED  STATES  FOR  YOUNG  PEOPLE 

The  definitive  CD-ROM  for  kids  of  all  ages.  This  is  the  ultimate  American  his! 
reference.  Kids  can  navigate  through  a  time-travel  capsule  to  discover  the  pec 
issues,  and  events  that  shaped  our  country.  Includes  an  interactive  time-line  1 
prehistory  to  the  present;  biographies  of  the  American  presidents;  a  searchable  lit 
with  Report  Maker;  an  overview  of  arts  and  entertainment  media;  and  3D  vir< 
reality  walk-throughs  of  American  homes  from  the  seventeenth  century  to  today. 
PC,  $39.95.  C6.    Macintosh,  $39.95.  C7 

THE  CIVIL  WAR 

Complete  with  a  multimedia  time-line,  battle  re-enactments,  and  a  full-blown  stra 
game,  this  two-disc  CD-ROM  includes  "a  wealth  of  text,  illustrations,  photographs,  rr 
artifacts,  music,  and  live  video. . . .  Along  the  way  you  hear  the  shuffle  of  feet  anc 
explosion  of  gunfire  as  soldiers  give  firsthand  accounts  of  the  marches  and  battle 
Playing  this  is  something  like  wandering  through  a  museum  combined  with  a 
action  experience  of  a  movie.  With  its  broad  array  of  elements  it  suggests  well 
complexity  and  immensity  of  our  nation's  defining  conflict." — Steve  Forbes,  FORBE 
must-buy  for  history  buffs  who  want  to  build  on  their  knowledge." — The  New  York  | 
PC,  $54.95.  C8 


OLIDAY    COLL  E  C  T  I  O  N 


james  m.  Mcpherson 


M.  McPherson,  today's  premier  Civil  War  historian, 
riched  Bruce  Catton's  unsurpassed  narrative 
/  with  an  extensive  array  of  archival  material 
from  across  the  nation  and  abroad.  The  result  is 
aordinarily  rich  and  dramatic  re-creation  of  the 
?ars  of  the  war,  which  reflects  the  state  of  the  art 
jlarship.  All-new  sidebars  and  contemporary 
lents  tell  the  story  of  the  war  in  the  voices  of 
who  experienced  it.  Completely  redesigned,  the 
ontains  more  than  800  photographs,  sketches, 
agnificent  paintings  with  explanatory  captions, 
developed  three-dimensional  maps  illuminate 
ir's  battles  and  campaigns  with  painstaking 
cy.  An  enduring  masterpiece,  it  will  make  a 
ss  gift  for  the  holidays  and  beyond, 
iges.  $50.00.  C9 


What  do  Bill  Gates,  Henry  Ford,  J.  P.  Morgan,  - 
Mary  Kay  Ash,  and  Walt  Disney  have  in 
common?  Uncompromising  vision, a 
willingness  to  take  risks,  and  exceptional 
business  acumen.  You'll  meet  the  fascinating 
personalities  behind  some  of  the  best  known 
name  brands  in  history,  including  McDonald's, 
Harley-Davidson,  RCA,  Merrill  Lynch,  Xerox, 
Wal-Mart, and  Standard  Oil.  Covering  a  range 
of  industries  from  the  18th  century  up  to 
the  present,  these  twenty  chapters  celebrate 
larger-than-life  ambition,  inspired  leadership, 
wheeling  and  dealing,  and  hard  work. 
288  pages,  b&w  illustrations.  $24.95.  C10 


Al  Capone,  Abraham  Lincoln,  Yogi  Berra, 
Ronald  Reagan — these.and  other  Americans 
from  all  walks  of  life  reflect  our  national 
experience  with  heroism,  humor,  virtue,  and 
villainy.  Here  are  more  than  5,000  quotations 
on  over  500  topics.  Features  include 
chronological  arrangement  of  quotations 
with  each  topic, allowing  readers  to  trace  the 
progress  of  key  historical  events  while  also 
seeing  how  Americans' views  have  developed 
overtime.  Fully  cross  referenced  and  with 
author  and  key-word  indexes,  the  book  is  a 
treasure  for  every  home  library  and  an  ideal 
gift  for  students,  writers,  speakers,  history 
buffs,  and  the  incurably  curious. 
672  pages.  $29.95.  C1 1 


g  Instructions 


must  be  prepaid  with  a 
Tioney  order  or  you  may 
i  your  VISA,  MasterCard, 
|card.  Shipping  is  $3.50 
'  (in  the  U.S.)  regardless 
quantity.  Handling  is 

item.  Outside  the  U.S., 
dd  the  necessary  ship- 
I  handling  charges.  To 
ift,  include  recipient's 
i  address. 

turns  to  the  address 
d  on  your  packing  slip, 
the  slip  and  a  note  of 
tion.  We  cannot  send 
s,  videos,  or  audios  for 
and  cannot  accept 
of  these  items  unless 
defective. 

I  through  March  1 , 1 997 — 
availability. 


TO  ORDER  BY  PHONE,  CALL  TOLL-FREE  1  800-876-6556 


Be  sure  to  include  your  phone  number  on  the  order  form. 
Detach  and  mail  to: 

American  Heritage 

P.O.  Box  1 0934,  Des  Moines,  Iowa  50350-0934 

Check  or  money  order  payable  to  American  Heritage 

Charge  my:  Visa   MasterCard    Amex   

Card  #: 

□□□□□□□□□□□□□□□a 

Exp.  Date: 

□  □□□  Signature:  

Name   


Address 


City 


State  _ 
Phone 


Zip. 


Code  Title 


( 1 


C2 


C3 


C4 


C5 


C6 


C7 


C8 


(9 


CIO 


CI  1 


Voices  From  the  Front: Civil  War,  Audio  $39.95 


Voices  From  the  Front:  WWI,  Audio  $39.95 


The  Alamo,  Video  $29.95 


Lincoln,  CD-ROM,  PC  $39.95 


Lincoln  CD-ROM,  Macintosh  $39.95 


History  of  the  U.S.,  CD-ROM,  PC  $39.95 


History  of  the  U.S. ,  CD-ROM,  Macintosh  $39.95 


The  Civil  War,  CD-ROM,  PC  $54.95 


AH  New  History  of  the  Civil  War,  $50.00 


Forbes:  Greatest  Business  Stories,  $24.95* 


AH  Dictionary  of  American  Quotations,  $29.95 


Qty.  Price 


*  Available  in  November 


Payment  Must 
Accompany  Order. 


Total  Order  Amount 
Shipping  charge:  $3.50 

Handling:*  items   x$1.00 

NY  State  residents  add  sales  tax 
Total  payment 


Total 


On  the  hunt  at 
the  Blue  Fox 
Farm  outside 
D.C.(left);a 
jewel  of  a  pool 
(Emerald, 


ing.  For  experienced  rid- 
ers, the  same,  plus  access 
to  this  horsiest  part  of  the 
East.  And  for  all,  loca- 
tion: ten  minutes  from 
Dulles  International  Air- 
port, an  hour  from  down- 
town Washington,  D.C. 


have  to  get  back  for  high  tea  or 
a  scrumptious  dinner. 

Feel  like  getting  into  town? 
Hop  the  Doldertram,  a  punc- 
tual and  charming  funicular 
that  grinds  up  and  down  the 
mountain  and  leaves  you  in 
quick  striking  distance  of  your 
appointments.  Or  take  a  taxi; 
the  hotel  is  only  ten  minutes 
from  the  banking  district. 
Zurich  itself  has  none  of  the 
daunting  fussiness  that  Swiss 
cliches  are  made  of.  Sure,  things  get 
quiet  after  10  p.m.,  but  there's  a  hot 
nightlife  if  you  want  it.  Or  do  a  little 
lingering  over  a  delicious  meal  at  the 
Kronenhalle,  where  James  Joyce 
used  to  come  to  nourish  his  body  and 
soul.  The  decor  is  brasserie  and  the 
paintings  are  Picasso  and  Chagall.  For 
superb  Italian,  don't  miss  the  Piccoli 
Academia.  Both  are  very  popular 
with  locals. 

Yes,  Zurich  is  expensive.  But  you're 
in  the  money,  remember?  So  get  on 
with  business,  face-to-face,  and  spend 
some  quality  time  in  a  town  that 
knows  about  living  well.  Dolder 
Grand,  Kurhausstrasse  63,  CH-80J2, 
Zurich.  Doubles  from  $420;  suites  from 
$500.  800-223-6800. 

— Bob  Laidlaw 

Chantilly,  Virginia:  Snug 
on  the  edge  of  Virginia's  Hunt  Coun- 
try, the  Blue  Fox  Farm  makes  a 
nice  getaway  for  equestrians  looking 
for  a  change  of  scene.  For  novices,  it 
has  first-rate  instruction  and  trail  rid- 


Proprietors  Susan  and  Gordon  Har- 
vey bought  the  53 -acre  horse  farm  ten 
years  ago.  Other  than  the  occasional 
wide-body  screaming  overhead,  the 
setting  is  perfect:  lush  meadows,  a 
couple  of  ponds,  four  outdoor  rings, 
a  cross-country  course,  an  indoor 
arena  and  the  handsomest  public  sta- 
bles I've  ever  come  across.  The  Har- 
veys'  main  business  is  their  riding 
school,  tutoring  locals  in  English  hunt 
seat  with  38  horses.  A  few  years  back 
they  opened  to  out-of-towners,  with 
space  for  two  couples  in  cozy,  if  lived- 
in,  rooms  with  private  baths. 

Meals  are  included,  but  the  Blue 
Fox  isn't  a  B&B.  Rather,  it's  a  riding 
center  with  convenient  accommoda- 
tions. That's  all  riders  need,  right? 
The  horsey  talk,  the  musty  smell,  a 
new  set  of  eyeballs  to  criticize  your 
form.  The  food  was  good,  just  the 
same,  and  the  Harveys  are  well-versed 
in  local  traditions  and  provide  a  beau- 
tiful back-road  tour  of  neighboring 
estates.  Days  at  the  farm  are  typically 
divided  between  lessons  and  hacking 


across  local  fox-hunting  fixtures. 

The  instructors  proved  pretty  keen, 
and  a  two-and-a-half-hour  hack 
around  the  Manassas  battlefield  left) 
me  beaming  through  the  perspiration., 
Other  rides  are  possible  (via  horse 
trailer)  at  Great  Falls  and  Gettysburg. 
And  depending  on  arrangementsi 
and  the  season,  guests  can  enter  local 
horse  shows,  take  a  crash  course  at  the 
School  of  Fox  Hunting  in  Haymarket 
and  even  (for  an  additional  fee)  join 
the  Middleburg  Hunt.  Tally  ho.  Rates 
run  #750  per  person/double  occupancy for 
three  days/ two  nights,  $900  for  four 
days/three  nights,  including  Dulles  pick- 
up; 23%  discount for  riding  couples.  Blue 
Fox  Farm,  23134  Gum  Spring  Road,, 
Chantilly,  VA  20132;  ^03-690-^922,  fax 

— Neal  Santelmanni 

Dominica,  West  Indies: 

People  who  have  been  to  this  lush, 
staggeringly  beautiful  island  are  un 
derstandably  ambivalent  about  spread 
ing  the  word.  No  one  wants  to  see  it) 
become  a  clone  of  those  superdevel- 
oped  islands  that  have  courted  tour- 
ism at  the  expense  of  natural  wonders 
But  Dominicans  have  worked  hard  to 
carve  out  their  reputation  as  a  quiet 
oasis  amidst  the  eastern  Caribbean 
nations;  the  result  has  been  a  man- 
ageable influx  of  respectful,  sober- 
minded  ecotourists,  who  tromp  through 
its  rain  forests,  scale  its  verdant  moun- 
tains (the  highest  in  the  Caribbean) 
and  snorkle  its  transparent  reefs, 
where  the  water  bubbles  like  Cham- 
pagne from  subaqueous  volcanic  ac-< 
tivity.  So  what  if  the  beaches  aren't 
that  great.  There  are  plenty  of  other 
islands,  packed  with  plenty  of  other 
people,  if  that's  what  you're  after. 
Come  here  to  be  dazzled  in  private  (or 
at  least  semiprivate)  by  wonders  like 
the  Emerald  Pool. 

Hidden  deep  within  Dominica's 
protected  rain  forest,  high  on  a  fra- 
grant mountain,  you  find  the  nonde- 
script sign  marking  the  pathway  to 
the  pool.  The  worn  trail  is  canopied 
by  giant,  leafy  boughs  and  draping 
vines.  Birds,  insects  and  God-knows- 
what-else  call  invisibly  overhead,  and 
every  few  hundred  feet  a  serendipitous 
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EVERY  PASSING  MINUTE 

CONFIRMED  THE  SHREWDNESS  OF  THE  DEAL. 

By  the  time  Emmett  Emmerson  returned  to  Raffles  Inc.  from  the 
plantation,  the  price  of  rubber  had  risen  even  further.  Great  news  for 
Emmett.  A  little  less  sweet  for  the  albeit  cash-rich  planter  who  sold 
his  entire  inventory  to  him.  A  drink  at  the  Bar  &  Billiard  Room 
between  the  buyer  and  seller  was  suggested.  And  so  on  that  fateful 
day  in  1915,  the  Million  Dollar  Cocktail  was  inaugurated.  Grand 
in  title,  original  in  constitution,  bittersweet  in  taste.  Tempering  profit 
with  panache  has  always  been  a  custom  with  guests  at  Raffles  Inc. 
The  exclusive  business  wing  of  Raffles  Hotel,  1  Beach  Road, 
Singapore  189673. 


please  contact  us 


THE  BUSINESS- 


RAFFLES  INC. 

ADDRESS    OF    THE    EAST  -W"- 


For  reservations, 
through  your 


business  associates  in  Singapore  or  call  Yat  Lo  Fatt  on 
(65)  337  1886  or  fax  (65)339  7650.  e-mail:  raffles @ pac.fic.net.sg 

A  RAFFLES  INTERNATIONAL  HOTEL 


Are  your  travel  goods  working 


Glaser  Litigation  Bag,  19  x  13x8" 
Wain  ut  or  black  leather,  $795. 

IF  YOUR  FILE  DRAWER  worked  the 
way  your  briefcase  does,  it  would 
have  a  pocket  on  each 
side  and  a  lump  in  the 
center.  But  when  you 
own  a  Glaser  bag,  your 
case  will  work  the  way  you'd  like 
it  to  because  you  can  custom 
organize  Glaser  Travel  Goods 
with  Glaser  Insiders'"  dividers. 


(the  way  you'd  like  them  to)  ? 


Our  Traveler's  Briefcases  double 
as  your  laptop  computer  bag.  Your 
laptop  is  protected  by  our  cushioned, 
Flexible  Unwreckable'M  frame.  Our 
Traveler's  Briefcases  are  the  best 
going,  ask  a  traveler  who  owns  one. 

WE  ALSO  MAKE  the  world's  best  lug- 
gage for  frequent  travelers,  and  we 
design  and  make  custom  gifts  for 
corporate  clients. 

Six  OF  US  work  together  to  design 
and  make  Glaser  Travel  Goods  in 
our  San  Francisco  studio.  We  make 
Traveler's  Briefcases  in  a  variety  of 
styles  and  sell  direct  to  you. 

Please  call  for  a  free  catalog, 
or  visit  our  San  Francisco  studio. 


Glaser  Designs 

Travel  Goods  Makers 
32  otis  st.  san  francisco  ca  94io3 
phone  415-552-3188  fax  415-431-3999 
toll  free  800-234-io75  glasdes@aol.com 


clearing  offers  a  view  of  majestic  lime 
stone  cliffs  or  mountain  vistas.  After 
bit  you  hear  a  rush  of  water,  and  turn 
ing  a  corner  are  greeted  with  a  thii 
but  forceful  jet  shooting  from  a  roclc 
setback  and  emptying  into  a  crysta 
grotto.  (The  "emerald"  effect  come 
from  the  reflection  of  the  surround- 
ing greenery,  which,  this  deep  into  th< 
forest,  is  formidably  dense.)  If  if  s  ho 
and  you're  brave  enough  to  walk  ove 
the  slippery  rocks,  take  a  swim:  it's  al- 
lowed, and  you  might  even  have  th< 
place  to  yourself.  Or  just  gawk  for  ; 
while  and  try  to  convince  yourself  tha 
you're  not  deep  in  Africa. 

Most  of  Dominica's  accommoda- 
tions are  pleasant  but  modest.  We  likq 
the  Springfield  Guest  House 
not  far  from  the  Emerald  Pool  anqi 
other  rain  forest  attractions,  on  a  for-l 
mer  plantation  that's  now  a  nature 
conservancy  and  national  park.  It^ 
patio  is  perfect  for  bird-watching  anc 
hibiscus-sniffing  over  a  cold  beer  anc 
some  spicy,  homemade  local  fare. 
Springfield  Guest  House,  Springfield 
Plantation,  Imperial  Road,  Dominical 
W.I.;  809-449-1401,  fax  809-449-21601 
Rooms  $4$-$9j.  — Jeff  Turrentinh 

On  The  Rails:  Every  couple  ol 
years  the  American  Association 
Of  Private  Railroad  Car  Own- 
ers publishes  a  directory  of  well-main- 
tained passenger  cars  available  for 
charter  across  the  U.S.  The  offerings 
in  the  most  recent  edition  (1996)  look 
pretty  inviting.  Try  the  Dover  Harbor, 
a  1923  Pullman  out  of  Edgewater, 
Maryland,  with  six  double  bedrooms, 
buffet,  lounge,  and  beverage  and  full 
meal  service.  Or  the  Pennsylvania  120, 
a  1928  Pullman  from  Narberth,  Pen- 
nsylvania, that  served  Presidents  fromi 
FDR  through  Kennedy.  It's  got  two 
master  bedrooms,  two  doubles,  dining 
room,  observation  lounge,  an  open 
rear  platform,  full  meal  service  and  cel- 
lular phones.  (Sounds  like  a  good  place 
for  a  business  meeting.)  And  there  are 
many  more.  Most  of  the  cars  listed 
are  Amtrak  compatible.  All  listings 
include  owner  contacts.  Send  to\ 
AAPRCO,  106  North  Carolina  Avenue, 
S.E.,  Washington,  DC  2000J. 

— Stephanie  Turrett 


Dunhill 


LONDON    PARIS   HEW  YORK 


SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  In  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 

13  mg.  "tar,"  1 .2  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


■  ■ 


The  DV1  can 
boldly  go  where 
no  camcorder 
has  ione  before. 


Introducing  the  world's  smallest 
and  lightest  digital  camcorder 
that's  also  a  digital  still  camera. 

Discover  the  newest  frontier  in  camcorder  portability. 
Weighing  a  mere  one  pound  and  with  dimensions  smaller 
than  a  paperback  book,  the  DV1  can  fit  in  places  where 
no  other  camcorder  can. 

The  DV1  is  small  on  size,  but  big  on  features.  Its 

digital  technology  empowers  it  with  a  superior 

picture,  CD  quality  audio,  100X  digital  zoom, 

and  sophisticated  effects  which  offer  18 

scene  transitions  and  12  special  effects. 

In  its  unique  snapshot  mode,  up  to  5,400  Jk 

still  shots  can  be  captured  on  a  single  ^wA 

tape.  To  produce  a  vivid  color  print, 

just  connect  it  to  its  optional  GV-PT1  j£ M 

video  printer.  A  docking  station,  ^f^t^^J 
which  is  included  with  the  ^rj/k  Bl 

allows  it  to  perform  digital  zoom         s  ^F^M 
and  five  other  digital  effects,  all  Mr  A 

during  post  production.  And,  the  JUP^**^  &r  mff^^ 
interface  lets  it  connect  with  AV  equip- 

m^m^^m—m—m  ment  ar|d  personal 

|  computers  for  radical  multimedia  use. 

1  I  Feature  for  feature,  no  other  camcorder 

I      dft^^        I  compares  to  the  DV1 . 

|  i    The  JVC  DV1  CyberCam.  Putting  a  world 

I   of  possibilities,  right  in  your  pocket. 

Actual  color  print 


Camera  shown  actual  size. 


CyberCam 

Digital  Video  Camera  ' 

JVC 

—  — ...  •  t 

g&jfe^*caUy  Perfect.  Perfectly  Sithple. 


•...•:*V..-;,V>'- 
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Dr.  Gizmo 


People  often  ask  me:  "Herr  Doktor, 
with  all  the  time  you  spend  in  the  lab- 
oratory studiously  separating  the 

gizmo  grain  from  the  chaff  

Is  there  no  levity  in  your  life?" 

It's  true  that  a  life  spent 
prostrate  before  the  fickle  flame 
of  the  Bunsen  burner  is  a  hard 
one.  And  yet,  there  are  occa- 
sional moments,  late  at  night, 
sabotaging — I  mean  replicat- 
ing— the  results  of  a  rival's  latest 
breakthrough,  that  a  faint  smile 
plays  across  my  weathered  visage. 

When  I  learned  of  this  baseball 
gizmo,  for  instance. 

One  of  the  grand-gizmoids  re- 
cently lured  me  to  the  local  baseball 
stadium.  Fantastisch!  All  those  nice 
Caribbean  men  running  around  in 
tight  pants — Felipe,  Jesus  and  Jose. 
Just  like  the  waiters  at  the  Princeton 
Club!  But  I  digress.... 

At  the  park  we  were  accompanied 
by  my  newest,  favorite  exotic  device: 
Motorola's  Sports  Trax  baseball  moni- 
tor. As  large  as  a  tiny  pager,  Sports  Trax 
keeps  tabs  on  every  baseball  game  in  the 
country  (even  in  the  Canadian  dependen- 
cies!), and  flashes  the  up-to-the-minute 
play-by-play  right  on  the  tiny  screen. 

By  pushing  just  one  button,  you  can 
surf  from  game  to  game:  Sports  Trax  tells 
you  the  inning,  the  score,  which  team  is 
at  bat,  and  a  digitized  infield  map  even 
shows  you  where  men  are  on  base. 
Discreet  audio  signals — not  so  discreet 
that  I  can  leave  them  on  during  faculty 
meetings,  alas — alert  you  to  key  events, 
like  home  runs  (crowd  cheers)  a  rally  in 
progress  (Charge!)  or  runs  scored  against 
your  favorite  team  (Boo-hoo).  When  no 
games  are  being  played,  you  can  scroll 
through  the  previous  day's  results,  or 
check  out  the  next  scheduled  starting 
times  in  both  leagues. 


Inside  baseball... 
Soviet  maiming 
device...  the 
Peeping  Tom-Cam... 
and  more 


® 


At  the  park,  Sports  Trax  stayed  miles 
ahead  of  the  molasses-paced  scoreboard, 
and  reported  results  of  the  game  I  was 
watching  about  90  seconds  after  they  hap- 
pened. Buy  one  now  and  you  get  full  service 
through  the  1998  season.  There's  one  for 
NBA  basketball,  too. 

GIZMO  RATING:  4  for  4,  something 
you  won't  see  Wade  Boggs  doing  much 
these  days. 

Sports  Trax,  by  Motorola,  $200,  in  the 
Brookstone  catalog  (#193011),  800-926- 
7000,  or  at  Radio  Shack.  Ideal  for  people 
who  might  spend  fewer  hours  on  Rotisserie 
League,  and  more  time  reviewing  shady 
arms  in  the  Balkans.  (Anthony  Lake,  please 
check  your  page.) 


For  the  anal- 
retentive  baseball 
fan  who  has 
everything,  the 
Sports  Trax from 
Motorola. 
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Comic  Relief,  I:  From  the  nation  of 
clockmakers,  "Swiss  Tweezers  that  re- 
ally work. ...  Specially  ground  slant- 
ed ends  grip  securely  with 
only  the  slightest  pres- 
sure for  exact 
tweezing. 


GIZMO 
RATING:  2.8  out 

of  4.  Jetrivia  Maps,  $12 
plus  $6  shipping  charges, 
from  Sporty's  Shops  (#io89A), 
800-543-8633. 


Ja,  splinters 
can  be  a  big  prob- 
lem counting  gold  bars 
in  Zurich. 

GIZMO  RATING:  Get  a  life.  $35,  from 
the  Frontgate  catalog  (#4400),  800- 
626-6488. 

HOW  DID  THE  WORD  "BUFF" 

ever  creep  into  the  English 
language?  Anglo-Saxons  can't 
pronounce  "aficionado"?  But 
I  digress.  I  am  an  aviation  afi- 
cionado, and,  when  flying,  I 
love  to  puzzle  out  what  route 
my  plane  is  taking.  This  is  not 
easy,  even  with  perfect  visi- 
bility, because  one  autobahn 
looks  pretty  much  like  an- 
other from  31,000  feet.  Which 
is  why  I  now  pack  my  Jetrivia 
maps  in  my  carry-on  luggage, 
snuggled  up  against  my  auto- 
graphed copy  of  the  Katarina 
Witt  memoirs.  But  I  digress. 

Designed  by  an  airline 
captain,  this  set  of  six  maps 
shows  you  the  high-altitude 
jetways  your  plane  is  likely  to 
travel  between  two  cities. 
They  do  ease  the  task  of  arm- 
chair navigating,  but,  alas,  they  aren't 
perfect.  The  East  Coast  shuttles,  for 
instance,  fly  ground-controlled  radar 
vectors  instead  of  pre-designated  jet- 
ways.  (Don't  you  love  it  when  I  talk 
teknologisch})  Also,  on  some  cross- 
country flights,  you  might  have  to  ask 
the  cockpit  crew  to  tell  you  which 
route  you're  flying,  and  then  consult 
the  maps. 

Kvetch,  kvetch,  kvetch.  Try  them 
yourself.  They're  not  expensive,  and 
there's  plenty  of  other  cool  stuff  (747 
cockpit  videos!)  in  the  Sporty's  Pi- 
lot Shop  catalogue. 


Tweeze  tweeze 

me,  with 
Swiss  civilian 
tweezers 
that  really  work 


Speaking  of  airplanes, 
don't  you  love  aerial  photo- 
graphy? The  camera  zooms 
through  the  entryway  of 
the  Royal  Palace  in  Stock- 
holm..  .there's  me  in  the  foreground, 
striding  up  to  the  podium. . .King 
Gustav  or  Olaf  or  whatever  his  name 
is  hands  over  the  citation,  and  more 


ble  entendre.  If  O.J.  Simpson  had  onq 
of  these  in  Towering  Inferno,  well,  the 
mind  boggles. . .. 

You  rent  the  Flying-Cam,  you 
don't  buy  it,  but  think  of  its  manjl 
uses!  Buzzing  the  Martha  Stewarl 
compound  in  Connecticut. .  .Video^ 
taping  the  air  kisses  on  Billy  Joel'j 

lawn  in  the  Hamptons  F-C  cosl 

about  one-third  the  rental  for  a  heli-| 
copter-borne  camera  crew,  and  it's 
much  less  invasive.  There  are  four  F- 
Cs  available  for  hire  in  the  U.S.  anc 
four  more  working  in  Europe.  If  you 
can't  afford  the  tab,  try  to  wheedle  a 
free  promotional  video  out  of  co- 
owner  Carlo  Chanez.  He's  Swiss.  The 
F-C  is  Belgian.  He  has  a  list  of  satis- 
fied  customers  from  Wim  Wenders 
to  Valt  Disney. 

GIZMO  RATING:  3.7  OUt 

of  4.  The  day  rate  for  the 
Flying-Cam  hovers  some- 
where around  $5,000.  Call 
310-581-9276  for  details. 

Tragicomic  Relief,  I: 
From  the  people  who  brought 
you  the  Doomsday  Clock 
(Gizmo,  passim),  here's  an- 
other product  from  the  not  - 
exactly-former  Soviet  Union:; 
the  authentic,  all-purpose 


Scan  the  wild  blue  yonder  from  the  comfort  of 

your  Barc-a-lounger  with  Jetriva 
Maps  (above).  Keep  a  birds  eye  on  the  neigh- 
bors with  the  Flying-Cam  (right). 


importantly,  the  check.... 

For  filming  those  special  Nobe 
moments,  allow  me  to  recommend 
the  Flying-Cam,  a  remarkable,  six- 
foot-long,  remote-controlled  heli- 
copter-camera that  can  take  over  two 
minutes  of  Hollywood-quality  video 
per  flight,  and  squeeze  in  almost  any- 
where in  Gotf  s  great  firmament.  Ex- 
ample? I've  seen  spectacular  footage 
filmed  hurtling  down  the  Champs- 
Elysees,  and  passing  under  the  huge 
French  flag  that  dangles  from  the  Arc 
de  Triomphe!  It's  no  Mirage,  if  you 
gather  my  acerbic,  cross-cultural  dou- 


Soviet  survival  machete,  formerly  avail- 
able only  to  those  Russian  Spetznaz 
Special  Forces  units. 

Fifteen  inches  long,  with  a  ten- 
inch,  carbon  steel  blade,  this  little 
gimcrack  is  the  Veg-o-Matic  of  the 
Black  Beret  set.  It's  a  machete,  knife, 
ice  pick,  saw  (for  wood  or  metal!), 


S2  FORBES 


FY  I 


How  My  Tennis  Racket 
Got  Me  To  Wimbledon. 


use  the  TWA  MasterCard  /Visa  Card  for  all  my  purchases  because  it  earns  me  TWA  miles. 


uying  my  new  tennis  racket  with  the  TWA  MasterCard/Visa 
^ard*  issued  by  EAB<«>,  made  a  real  difference.  For  every 
ollar  I  spend,  I  get  one  bonus  mile  in  the  TWA  Frequent 
ight  Bonus  (FFB'!))  Program.  So,  not  only  did  I  get  to  take 
p  tennis,  but  I  got  a  round-trip  ticket  on  TWA  to  see  my 
ivorite  sport  at  Wimbledon  as  well! 

urn  all  of  your  purchases  into  a  vacation  by  collecting  FFB 
liles  with  the  TWA  MasterCard/Visa  Card.  Just  look  at  all 
le  benefits  this  low  APR  card  has  to  offer: 

A  $50  flight  certificate**  when  you  receive  your  card. 

A  3,000  mile  head  start  as  a  sign-up  bonus  the  first  time 
you  use  the  card. 

One  FFB  mile  per  net  purchase  dollar.  Spend  $100, 
get  100  FFB  miles! 
nd  what's  more... 


•  A  domestic  round-trip  ticket  with  just  20,000  FFB  miles; 
our  competition  requires  25,000  miles  or  higher.  Or,  an 
international  round-trip  ticket  starting  at  35,000  FFB  miles; 
again,  our  competition  requires  40,000  miles  or  more.*** 

•  TWA  FFB  miles  have  no  expiration  date! 

Apply  now,  and  start  making  your  purchases  with  the 
TWA  MasterCard/Visa  Card.  And  if  you're  not  already  a 
member  of  the  TWA 
Frequent  Flight 
Bonus  Program, 
we'll  enroll 


you  upon 
approval. 
Soon  you'll 
be  on  your 
next  vacation! 


far 


Turn  all  your  purchases  into  TWA  FFB  miles  today!  To  apply,  call  1-800-226-5942. 

Subject  lo  credit  approval 

Minimum  14  day  advance  purchase  required  Certificate  may  not  be  used  on  travel  originating  or  terminating  in  Europe  or  the  Middle  East  R/T  reservation  and  ticketing  required  Travel  must  be  completed  within  30  days  ol  depailure  or  by 
te  printed  on  certificate  Seat  availability  is  limited  Certificate  may  nol  be  combined  with  any  other  certificate,  offer,  coupon,  TWA  FFB  Award,  discount  or  other  oiler  Additional  conditions,  restrictions  and  blackout  dates  apply  and  will  be 
wided  with  certificate  For  use  with  a  minimum  published  fare  of  al  least  $250 

"Miles  accrued  and  awards  issued  are  in  accordance  with  the  terms  and  conditions  of  the  TWA  Frequent  Flight  Bonus  Program.  Terms  and  conditions  of  Ihis  Program  will  be  provided  upon  card  membership  and  may  be  modified  al  any 
te.  Domestic  ticket  excludes  Alaska  and  Hawaii  International  ticket  valid  October  1  through  April  30.  inclusive 

is  advertisement  contains  a  partial  description  of  various  benefits  Additional  conditions,  restrictions,  claim  tiling  procedures  and  exclusions  apply  Full  details  will  be  provided  upon  card  membership  Services  and  benefits  may  be  added 
deleted  at  any  time  without  notice  to  cardmembers 


LEASE  BE  PREPARED  FOR  A  FEW 
MINOR  DISTRACTIONS  ON  YOUR  NEXT  BUSINESS  TRIP. 


Mixing  business  with  pleasure  comes 
naturally  at  the  Imperial  Hotel,  Osaka.  Yes, 
our  Business  Center  has  all  the  latest  OA 
equipment.  And  yes,  our  conference  rooms 
are  superbly  appointed.  But  besides  all 
that,  our  fitness  club  is  the  best  in  town 
— complete  with  tennis  courts,  golf  clinic, 
and  a  25-meter  swimming  pool.  Between 
meetings,  you'll  want  to  savor  the  award- 
winning  cuisine  of  our  1 1  restaurants  and 
bars.  You'll  be  lured  outdoors  by  our 
scenic  riverside  location — and  then  back 
indoors  by  the  irresistible  rhythms  of  our 
spirited  salsa  club.  Sounds  suspiciously  like 


a  resort,  we  know.  But  at  The  Imperial,  we 
also  know  from  106  years'  experience  that 
all  work  and  no  play  is  no  way  for  our 
guests  to  go  about  their  business.  It's  a 


principle  we'd  be  happy  to  demonstrate 
for  you  the  next  time  you  stay  with  us. 
Just  remember  to  relax.  And  you'll  see: 
Business  couldn't  be  better. 


IMPERIAL  HOTEL 

OSAKA 

Tenmabashi  I-chome,  Kita-ku,  Osaka  530,  Japan  Tel:  81(6)881-1 1 1 1  Fax:  81(6)881-1200 

For  information,  contact  the  Overseas  Sales  Offices  of  the  Imperial  Hotel:  London  Tel:  (171)355-1775;  New  York  Tel:  (212)692-9001; 
Los  Angeles  Tel:  (213)627-6214.  For  reservations  at  the  Imperial  Hotel,  Tokyo,  contact:  Tel.  81(3)3504-1111, 
or  contact  your  nearest  travel  agent.  For  reservations  at  the  Bali  Imperial  Hotel  resort  on  Legian  Beach,  Bali,  Indonesia,  contact:  Tel.  (62)361-730730. 


i  [screwdriver,  wrench,  wire  stripper, 
{compass,  navigational  sight,  ruler  and 
ijfthroat  slicer — sorry,  got  carried  away— 
[Jail  in  one!  The  handle  has  a  small  wa- 
tertight cache  for  matches,  fishhooks, 
{condoms  and  suicide  pills — sorry,  got 
(carried  away! 

GIZMO  RATING:  3.4  out  of  4.  Ideal 
[for  peacekeeping  operations  in  recal- 
icitrant,  "independent"  republics. 
[Tell  them  Krokodil  Dundees- 
Iky  sent  you. 

From  the  Sovietski  Col- 
flection:  $75  each  (#200610), 
^800-442-0002. 

Don't  you  hate  it 
when  you're  just  set- 
tling down  to  a 
haimish  dinner  of 
Wiener  schnit- 
zel and  some 
fat,  doughy 
kugeln  and 
the  phone 
rings?  Of 


Cold  War  surplus 

special!  It 
slices,  it  dices. . .  the 
Soviet  survival 

machete  is 
ten  tools  in  one. 


course  it  s  some 
idiot  collecting  mo- 
ney for  Gulf  War  Syn- 
drome victims — you 
know,  the  crybaby  GI's 
who  contracted  fleabite  in  the 
latest  crusade  for  democracy — 
and  it  takes  a  will  of  iron  to 
yell  down  the  blower: 
"Drop  Dead,  Slackers!"  Now 
here's  a  gizmo  that  will  do 
that  for  you. 

It's  called  Easy  Hang  Up. 
The  tiny  thingamajig  Vel- 
croes  right  on  the  side  of 
your  phone,  and  with  one 
push  of  the  little  gray  but- 
ton, you  hang  up  and  your 
problems  are  solved.  You're 
back  watching  "Nova"  re- 
runs, and  your  caller  hears: 
"I'm  sorry,  this  number 
does  not  accept  this  type 


of  phone  call.  Please  regard  this  mes- 
sage as  your  notification  to  remove 
this  number  from  your  list.  Thank 
you."  Then  Easy  Hang  Up... hangs 
up.  Wunderbar! 

Alas,  Frau  Giz  pushed  the  button 
when  the  MacArthur  people  called 
about  the  genius  grant.  But  into 
every  life  some  rain  must  fall.  Who 
wants  to  be  in  a  club  with  Cindy 
Sherman  and  Bill  T.  Jones 
anyway? 

Made  in  China,  odd- 
ly, where  no  one  has  a 
telephone. 

GIZMO  RATING:  3.5 

out  of  4.  Easy  Hang  Up, 
$27  (#T42i),  from  Her- 
rington,  800-903-2878. 

Comic  Relief,  II:  There's  a  new 
member  of  our  household,  and  her 
name  is  Mrs.  Tea.  Yes,  she's  related  to 
Mr.  Coffee,  although  somewhat  stout- 
er, and,  I  dare  say,  a  tad  less  reliable. 
We've  had  mixed  results  from  our  new 
visitor,  and,  unlike  the  male 
of  the  species,  she  needs  to 
be  cleaned  fairly  often.  (And 
what  about  the  children?) 

GIZMO  RATING:  2.7  OUt  of 

4.  Where  have  you  gone,  Joe 
DiMaggio?  Hard  to  imagine 
the  Yankee  Clipper  letting 
this  woofer  out  of  the  house.  I  paid 
$50  at  Macy's.  Available  at  depart- 
ment stores  everywhere,  or  call  800- 
MR.  COFFEE.  Ask  for  Madame. 

Remember:  if  it  doesn't  have  the 
latent  humor  of  a  Bob  Dole  stump 
speech,  or  of  Sharon  Stone  de- 
manding to  be  taken  seri- 
ously as  an  actress... 
well,  it's  just  not  a  giz- 
mo. Auf wiedersehen!  • 


J* 


For  the tea- 
totaller  in 
the  household. 

Mr.  Coffee's 
Mrs.  Tea. 


O 


AVAILABLE  AT. 

Oliver  Peoples  Opticians 

Los  Angeles 

Neiman  Marcus 

Beverly  Hills / Newport  Beach 
NorthPark /Atlanta 

Morgenthal-Frederics 
Opticians 

New  York 

Mr.  Ts  Optical 

Miami 

Optique 

Philadelphia 

Central  Optica 

West  Hartford,  CT 

Opticians  3 

Chestnut  Hill,  MA 

Eyelines 

Chicago 

Eye  Gotcha  D.  C. 

Washington,  D.C. 

Invision 

San  Francisco 


I  ROM 


OLIVER  PEOPLES' 


THE  ELTON  IOHN  LIMITED  I  1)1  HON  SI'I  I  I  M  I  I  s  II 
TO  BENEFIT  THE  ELTON  JOHN  AIDS  FOUNDATION 


Contax  Gl 
3  5mm  Rai  1  g< :  ITnTl  er 

Vuto/manual  focus,  center-weighted 
average  metering  and  four  awesome 
Carl  Zeiss  T*  lenses. 

Contax  CI  Body  $1,249 

 $250  Rebate  -S-'.")0 

$999 

Carl  Zeiss  I  lologon  T* 

16mm  f/8.0  lens  $2,650 

Carl  Zeiss  Planar  T* 

45,1)111  f/2.0  lens  $339 

( !arl  Zeiss  Biogon  T* 

28mm  f/2.8  lens  $520 

Carl  Zeiss  Sonnar  T* 

90mm  f/2.8  lens  $520 

(  tax  TLA  140  Flash  S 1 95 


Samsung  145  Zoom 

\  high-power  38-145mm  compacl  zoom 
camera  with  Schneider  \  arioplan  lens  for 
those  who  seek  the  besl  quality  and  perfor- 
mance. Loaded  with  functions  like  intelligeni 

zi  ing  modes  (fuzzy,  portrait,  step  zoom); 

auto,  fill-in.  off  and  pre-flash  for  red-eye 
reduction;  backlight  control;  multi  auto-focu 
i5>:  much  more. 

$ 


329 


Nikon  N70  witli 
35-80mm  Wide 
Angle  Zoom  Lens 

Features  the  word's  1st  built-in  3D 
Multi-Sensor  Balanced  Fill-Flash  for  the 
world  s  greatest  pictures 

•  five  exposure  control  modes  and  three 
metering  systems  built-in 

•  fast  autofocus  \\  ith  quiet  operation 

•  compact,  lightweight  ln«K 

$679 


Ricoh  DC-1 


I  he  world  s  first  multimedia  camera  to  record 
still  images,  sound  and  motion  in  am  combi- 
nation Playback  or  delete  images  instantb  on 
your  DM-1  playback  monitor  (optional).  All 
small  enough  to  lii  in  vout  pocket.  I  li  He-  Still 
Images:  Windows.  Mac  &  World  Wide  Web 
compatible:  output  to  I'' '.  Modem,  etc 
It-  applications  are  limitless! 


Digital  ( lamcorder 

I  he  world  s  smallest  and  lightest  (weighs  onh  I  lb, 
camcorder  makes  personal  digital  *  i <  l< i  a  realit\ . 
Offers  high  picture  and  sound  quality  with 
570,000-pixel  1/3"  CCD,  Hi-res  Digital  Image 
Stabilizer  &  PCM  Digital  hidio  stereo  recording 

modes:  Special  I  ffecl  for  both  -I  ting  ( HMK 

Super  Digital  Zj        12  digital  effects.  18scene 

transitions,  snapshot  mode  and  more  and  playback 
(connects  directh,  to  a  l\  monitor,  mounts  on 
supplied  Docking  station  for  editing  5  digital 
effects,  etc.);  Editing  Functions  and  I  ser-friendlj 
operation  m  a  compact  design  small  enough  to  fit  in  yout 

$2499 


jeica 
ino< 


:ulars 


B 

8x42 

I  nbeatable  in  ii-  versatility .  Ideal  for  < 
lion  In  da)  or  dusk  with  a  135m  wide 
\  ie«  a  mid-range  magnification  that  mini 
mizes  the  effect  ol  shake  and  image  blur.  I 
the  5.25mm      pupil  for  accurate  viewing 
even  in  |  i  light  Ideal  for  birds  atcl 


nature  obser\:ation  &  spot  ts  \\ 


'ROI 


11-r.") 


WILLOUGHBY'S 

aTHE  OLDESl 


...THE  BES1 

1-800-EST-189J 


Since  1898, 
we've  ln'cii 
bringing  you  the 
Idlest  technology 
in  photographic 
equipment.  Find 
everything  from 
Advanced  Photo 
System  cameras 
and  /i/iii  la 
innovative 
digital  camera 
equipment  at 
New  York  ( ity's 

aldesl  and  most 
In/sled  camera 
store.  ( 'all  US 
toll-free  or  visit 
our  New  York 
showroom. 


Konica  BM  630Z  Zoom 

I  hi-  revolutionary  new  generation  ol  compacl 
cameras  includes  such  innovative  features  as 
easj  film  loading  (just  drop  it  in),  availability 
of  3  different  print  >i/c>  from  same  film 
cartridge,  Index  Prim  feature  allows  safe  filing 
ol  all  prints  (miniature  versions)  and  makes 
ordering  reprints  painless,  a-  well  a-  the  red-eye 
reduction,  30-60mm  local  lengths  (2xZoom), 
night-view  Portrait  and  Infinity  modes. 
$ 


Fuji  Endeavor 
30UZoom 

A  top-of-the-line  3x  zoom  camera  for  a  ne 
age  ol  photograpm — Advanced  Photo  s\- 
I  nbelievabh  slim  with  zoom  range  from 
30-90mm  equivalent  to38-112mm  in  35j 
format),  multi-programmed  lla-h.  nigh 
portrait  red-eve  reductions  flash  ofl  mq 
.nun  expo-lire  auloloi  u>  w  ilh  aiilolucu-  In 
auto  film  speed  setting.  Al-o  inno\ali\e  Al 
features  like  drop-in  loading  and  3  prii 
formats,  special  modes  for  landscape  photn 
raphv  and  close-ups.  and  digital  possibil 


*199 


Pentax  10  loU  Zoom 

A  combination  ol  exceptional  image  quality  ami  utmost 
versatility  in  a  compacl  camera  with  high-power  state- 
of-the-art  38-160mm  zoom  lens  lull  of  features:  160mm 
tele-photo  capability,  amazing  4.2-times  zoom  ratio, 
high-precision  autofocus.  wide/spot  switchable  focus  frame. 

unfailing  multi-pattern  metering,  red-eve  reduction,  panorama  SOOO 
i  le  with  nuil-roll  switching,  and  much  more!  Reg.  Price  s369  -$30  Rebate  -JO  J 


$1499 


136  W.  32ndSt,  NYC  212-564-1600  (across  from  Penn  Station) 
.'>()  /;.  42ml  St.,  NYC   212-681-7844  (across  from  Grand  <  cat  nil  Station) 

(  OftPOfl  I TE  U  (  Ol  \  TS  II  LI  J  OME  -  please  contact  Sathan  @  I- S00-229-  $999  •  Next  Day  shipping  avaM 

TO  OIIDEII  (  ALL  TOLL  TREE  1-800- 378 -189\ 


I  n  1  1  flU  U  1     A     r  n.  U  v  h  L  j 


The  Irascible  Traveler 


In  which  our  tempestuous 
traveler  takes  on  your 
prickliest  concerns 


Dear  Irascible  Traveler: 

Call  it  "Fear  of Fly  ing, "  but  though  I  travel  ex- 
tensively by  air,  I  still  can't  help  but feel  a  cer- 
tain twinge  of  anxiety  just  before  takeoff.  A 
quick  cocktail  would  go  a  long  way  to  take  the 
edge  off  my  nerves,  but  have  you  ever  tried  to 
get  a  "quick  cocktail"  in  the  economy  section"? 
Good  luck!  My  question  is,  why  does  it  take  so 
darn  long  for  that  drinks  cart  to  come  around? 

Unfortunately,  the  only  advice  I  can 
give  you,  my  distressingly  sober  friend,  is  to 
fortify  yourself  with  a  few  overpriced  mar- 
tinis at  the  nearest  airport  bar  before  board- 
ing, because  unless  you've  got  a  first-class 
ticket,  you'll  have  a  long,  slow,  agonizing 
wait  for  that  first  in-flight  libation. 

Why?  As  usual,  there's  a  combination  of 
reasons,  but  the  most  insidious  is  economics. 
The  FAA  designates  that  there  be  at  least  two 
flight  attendants  for  every  ioo  seats  on  com- 
mercial airline  flights.  There  was  a  time  not 
long  ago  when,  in  an  effort  to  provide  better 
and  faster  customer  service,  airlines  provided 
more  than  the  minimum  required  flight  at- 
tendants, and  the  Johnnie  Walker  Black 
flowed  like  water.  Those  days,  however,  have 
been  replaced  by  our  current,  Scrooge-like  era 
of  downsizing  and  corporate  layoffs,  and 
there  are  a  lot  fewer  attendants  playing  bar- 
maid for  a  lot  more  customers. 

I  used  to  get  around  this  heinous  situa- 
tion by  bringing  a  flask  of  Bombay  Sapphire 
with  me  and  having  a  snootful  before  the 
"Fasten  Your  Seat  Belt"  sign  lit  up.  Then 
one  day  I  was  accosted  by  an  extremely  un- 
pleasant flight  attendant,  who  informed  me 
that  there's  an  FAA  regulation  against  pas- 
sengers consuming  alcoholic  beverages  they 


bring  on  board  with  them. 

Needless  to  say,  I  was  livid,  and  would 
have  told  the  creature  off,  but  my  tongue 
was  so  thick  with  gin  I  could  barely  get  the 
words  out. 

Dear  Irascible  Traveler, 

During  a  recent  encounter  at  an  airport  car 
rental  counter,  it  was  strongly  suggested  that  I 
should  purchase  a  "collision-damage  waiver" 
(CDW)  in  case  something  happened  to  my 
rental.  When  I  told  the  agent  I  was  fairly  sure 
that  was  covered  on  my  credit  card,  I  was  met 
with  a  raised  eyebrow  and  subtle  warnings 
about  potential  damage  to  the  car  being  paid for 
out  of  my  own  pocket.  I  went  ahead  and  bought 
the  coverage,  only  to  find  when  I  got  home  and 
called  my  credit  card  company  that  I  was  indeed 
covered for  everything  listed  in  the  rental  com- 
pany's CDW. 


The  dry  way  or  the 
highway:  with  so  few 
attendants  working 

the  aisles,  thirsty 
a  irline  passengers  just 
have  to  wait. 


FY  I 


FORBES  87 


Why  do  rental  agencies  exert  these 
subtle  and  not-so-subtle  techniques  to  try 
to  get  me  to  buy  something  I  don 't  need? 
And  does  owning  a  credit  card  automat- 
ically entitle  you  to  coverage  for  loss  and 
damage  to  auto  rentals? 

The  simple  answer  is:  call  your 
credit  card  company  to  see  if  you're  al- 
ready covered  before  you  show  up  at 
the  rental  counter.  We  called  a  few, 
with  varying  results. 

The  American  Express  Card  (800- 
338-1670)  offers  coverage  in  the  event 
of  a  collision,  theft,  vandalism  and 
fire.  The  representative  we  spoke  to 


told  us  point-blank:  decline  the  CDW. 

Chase  VISA  (800-356-5555)  offers 
collision  damage  only  for  premium  card 
users.  The  standard  card  offers  no  cov- 
erage. The  representative  we  spoke 
with  said  this  was  true  for  VISA  holders 
across  the  board,  no  matter  what  bank 
you  obtained  your  card  through.  But  I'd 
call  just  the  same  if  I  were  you. 

Chase  MasterCard  (800-633-0458) 
also  offers  a  CDW  for  gold  card  cus- 
tomers only.  Again,  the  representative 
told  us  gold  MasterCard  users  should 
decline  the  CDW.  If  we  pay  for  a 
CDW  through  the  rental  agency,  the 
representative  said,  we  would  lose  the 


MasterCard  CDW. 

DISCOVER  (8oo-DISCOVER)l 
offers  no  coverage  whatsoever.  Zippo.! 

It  should  be  pointed  out  that  these! 
cards  won't  cover  every  type  of  vehi- 
cle. If  you  want  to  rent  a  Lamborghini,, 
a  Harley,  a  16-passenger  bus  or  a  mint- 
condition  Model  T,  you'll  have  to  take 
care  of  the  insurance  on  your  own. 
None  of  the  credit  card  companies  we 
talked  to  would  touch  those  vehicles: 
with  a  ten-foot  stick  shift. 

"The  one  thing  we  always  stress  to 
our  customers  is  to  do  your  home- 
work," said  Lauren  Kelly,  a  spokesper- 
son for  Hertz.  "If  you  just  walk  up  to 
the  counter  and  say,  'Am  I  covered  for 
this  already?'  the  agent  isn't  going  to 
know.  We  always  encourage  people  to 
check  with  their  credit  card  company  to 
see  what  they  cover." 

Do  Hertz  agents  give  customers 
the  hard  sell  when  it  comes  to  CDWs? 

"Everything  is  optional,"  she  said. 
"We  do  not  push  our  services  on  our 
customers.  We  inform  customers  of 
everything  we  have  available.  It  is  re- 
ally up  to  them." 

Then,  Kelly  told  us  sotto  voce 
about  another  rental  car  agency  that, 
she  believed,  offered  its  agents  com- 
missions on  every  CDW  sold. 

When  we  called  the  agency  Kelly 
mentioned,  we  were  told  that  all  the 
applicable  employees  were  away  at  a 
convention,  so  no  one  was  there  to 
answer  our  pressing  question  about 
agent  commissions. 

Yeah,  right. 

Dear  Irascible  Traveler, 

En  route  to  New  York  from  Phoenix 
some  months  ago,  I  had  to  switch  planes 
in  Detroit.  Alas,  through  a  series  of  air- 
line missteps,  I  ended  up  missing  my  con- 
nection— the  last  fight  of  the  evening. 
The  airline  took  the  blame,  and  gra- 
ciously agreed  to  put  me  up  in  a  hotel  for 
the  night  and  on  the first  plane  out  in  the 
morning.  But  when  I  stepped  off the  air- 
line shuttle  bus,  I  realized  they  d put  me 
up  in  a  $2y-per-night fleabag  hotel  in  a 
dangerous  section  of  the  city.  Too  ex- 
hausted to  make  a  fuss,  I  tried  my  best  to 
get  some  sleep  on  the  moth-eaten  mattress 
in  my  musty  room. 

I'm  quite  a  bit  more  rested  now,  but 
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still  pretty  angry  about  how  I  was 
treated.  Is  it  the  policy  of  the  airlines  to 
put  up  stranded  passengers  in  the  cheap- 
est hotel  room  they  can  find?  Are  there 
any  federal  standards  for  how  airlines 
treat  passengers  who — because  of  a  irline 
incompetence — are  stranded  overnight? 

It  should  probably  come  as  no 
surprise  to  you  that  since  deregula- 
tion, the  airlines  have  been  left  to 
their  own  devices  when  it  comes  to 
finding  overnight  accommodations  for 
stranded  passengers.  Depending  on 
what  airline  you're  flying,  you  could 
end  up  in  a  rat  trap. 

Asked  if  his  airline  dumps  strand- 
ed passengers  in  the  least  expensive 
hotels  it  can  find,  Jim  Faulkner,  a 
spokesman  for  Northwest  Airlines, 
claimed  that  there  are  several  hotels 
the  airline  contracts  with  in  each  of  its 
hub  cities.  Some  are  more  pricey  than 
others,  he  said,  but  if  you  are  unhappy 
with  the  accommodations  Northwest 
finds  for  you,  "You  should  go  back  to 
the  airport  and  see  if  there's  something 
else  available.  That's  the  only  thing 


you  can  do.  Take  the  shuttle  van  back 
to  the  airport." 

Other  airlines  we  talked  to  pro- 
vided similar,  ridiculous  options. 

Dave  Messing,  a  spokesman  for 
Continental,  told  us:  "If  there's  an 
overnight,  we'd  accommodate  them  in 
a  local  hotel.  If  they  don't  like  the  local 
hotel,  they  should  contact  a  supervi- 
sor at  the  airport,  who,  using  their  best 
judgment,  should  try  to  find  accom- 
modations somewhere  else." 

As  if  at  i  a.m.,  after  flying  all  day 
and  waiting  around  an  airport  all  night, 
we'd  have  any  energy  left  to  argue 
about  where  we've  been  put  up. 

We  also  called  the  Department  of 
Transportation,  whose  spokesman,  Bill 
Mosley,  told  us  there  are  federal  reg- 
ulations governing  how  passengers 
must  be  compensated  for  involuntar- 
ily being  denied  boarding.  If  an  airline 
yanks  you  off  because  of  overbooking, 
you're  entitled  to  as  much  as  $200- 
$400,  depending  on  1)  ticket  price,  2) 
how  much  longer  it  takes  to  reach  your 
ultimate  destination  and  3)  whether 
it's  a  domestic  or  international  flight. 


Dear  Irascible  Traveler, 

/  don 't  often  have  occasion  to  travel  tt 
Paris  on  business,  and  on  this particula; 
occasion  I  was  running  so  far  behind  tka> 
Ididn 't  have  a  chance  to  stop  at  my  bant 
and  pick  up  some  local  currency.  At  thi 
airport,  just  before  boarding,  I found  c 
currency  exchange  booth  and purchasec 
$1,000  worth  of  French  francs. 

While  on  the  plane,  I  opened  my  copy 
of  the  Wall  Street  Journal  and  noticec 
that  in  the  "Key  Currency  Cross  Rates' 
section,  there  was  a  great  discrepancy  be* 
tween  what  I  got  at  the  airport  ana 
what  the  newspaper  reported  as  the  ex-\ 
change  rate.  Why  such  a  major  dijfer^ 
ence?  Do  these  airport  currency  exchange 
operations  make  it  a  policy  to  overcharge 
their  customers? 

Haven't  you  ever  paid  $18  for  a 
martini  at  an  airport  bar  or  four  bucks 
for  coffee  at  an  airport  newsstand?  OH 
course  you  pay  more  for  products  and 
services  at  airports.  But  even  so,  un-^ 
less  you're  exchanging  huge  amounts! 
of  money,  you'll  never  get  the  kind  ol 
foreign  exchange  rates  you  see  listed 
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Commute  to  class 
by  modem. 


Whether  you're  completing 
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n  the  WSJ  in  real  life,  even  if  you 
lon't  buy  your  money  at  the  airport 
list  before  departure. 

A  phone  call  to  Ruesch  Inter- 
national, a  financial  institution  that 
Specializes  in  foreign  exchanges,  con- 
firmed our  nagging  suspicions  as  to 
why  those  rates  don't  apply  to  the  typ- 
ical customer. 

"What  you  see  in  the  Wall  Street 
Journal  are  rates  at  which  large  insti- 
tutions trade  currency  at  $i  million  or 
:nore,"  said  Christine  Badra,  a  spokes- 
person for  Ruesch.  "You  could  look  at 
'hose  as  wholesale  rates,  if  you  will. 
What  happens  is,  the  traveler  who 
i^oes  into  a  retail  exchange  office  to  get 
Currency  will  not  get  the  competitive 
ates  you  see  in  the  Journal  because 
hose  people  are  trading  in  millions." 

So  the  traveler  ends  up  paying  5% 
to  10%  more  for  small  amounts  of  for- 
eign currency  for  the  same  reason  you 
pay  $2.25  for  a  ten-cent  baked  potato 
In  a  New  York  deli.  Like  potatoes, 
money  bought  in  bulk  costs  a  lot  less 
pan  it  does  per  unit. 

We  called  a  couple  of  banks  to  see 
just  how  big  the  discrepancy  between 
the  wholesale  and  retail  rates  can  be. 
pThe  same  day  the  Journal  listed  the 
nonetary  rate  as  5.18  francs  per  dollar, 
two  large  national  banks  offered  us  only 
L.92  and  5.03.  Still,  that's  a  whole  lot 
better  than  at  airport  exchange  count- 
ers and  hotels,  which  typically  tack  on 
extra  transaction  fees  and  charges. 

"Hotel  and  airport  currency  ex- 
change operations  are  brokers,"  Badra 
told  us.  "They  buy  their  money  from 
banks  and  then  resell  it  for  a  profit.  So 
they're  acting  as  middlemen."  You  can 
get  around  the  middlemen  by  going 
directly  to  the  bank. 

Badra  recommends  you  keep  an 
eye  on  the  exchange  rates  prior  to 
your  trip  and  buy  foreign  currency 
traveler's  checks  when  the  dollar  is 
strong.  That  way  you  can  get  locked 
into  a  decent  rate  before  you  leave. 
Also,  buy  just  enough  foreign  cur- 
rency for  tipping  and  meals  here  in 
the  States  and  pick  up  the  rest  at  a 
foreign  bank  when  you  reach  your 
destination.  Since  currency  rates  fluc- 
tuate from  day  to  day,  it  may  be  worth 
the  wait.  • 


Tis  the  season  for  the  finest... 

Holiday  Corporate 
Cards  Gifts 


Custom  Designs  available. 
Corporate  or  Personal 


Call  to  Inquin 


Christmas  Express  card.  Dazzling  Pencil  Sltarjjener  gold  plated,  hand 

display  tor  a  memorable  greeting.  assembled  and  hand  polished  in  Spain. 


DEMPSEY  &  Carrpll 


$199. 


110  East  57th  Street,  New  York,  NY  10022  •  212-486-7526  •  800-444-4019 


Today,  the  proud  Beretta  heritage  finds  expression  in  classic  tweeds,  rich  silks, 
adventurous  field  clothing,  accessories  and  fine  sporting  arms.  Each  is  created  for 
those  who  share  a  passion  for  tradition  and  a  penchant  for  style. 
See  them  all  at  the  Beretta  Gallery.  (i^MI 


New  York  •  7 IS  Madison  Ave  (Between  h3nl  and  64th)  •  (212)319-3235 

Old  Town  Alexandria,  VA  •  W  Washington  Street  •  (703)739-0596 

For  your  copy  of  the  Serttta  Worldwide  Catalog,  toll  1-800-528-74S}  US  00  shipping  and  handling} 


BERETTAGALl  ERY 


Palmer  and  Nicklaus.  A  legendary  pairing* 


For  more  than  three  decades  Arnold  Palmer 
and  Jack  Nicklaus  have  been  joined  in  one  of 
the  most  intriguing  rivalries  in  sport,  a  competi- 
tion made  all  the  more  riveting  by  their 
contrasting  styles  and  personalities. 

With  his  bold  slashing  play  and  telegenic 
charm,  Palmer  was  the  game's  first  crucial  media 
star;  while  Nicklaus  wielded  his  remarkable 
talent  and  concentration  to  rewrite  the  record 
books.  And  between  them  they  infused  the 
game  with  newfound  excitement  and  drama.  <t*&\ 


"Looking  back  on  all  our  years  of  competition,' 
says  Nicklaus,  "I  see  it  has  worked  exactly  th« 
way  it  should.  It  has  brought  out  the  best  iij 
both  of  us."  And  Palmer  agrees,  adding,  "No; 
only  that,  it's  also  been  fun." 

Over  the  years,  the  pair  have  also  competec 
as  businessmen  and  golf  course  designers.  Bu 
through  all  their  battles,  athletic  and  otherwise 
they  have  shared  an  unwavering  love  for  the  game 
of  golf  and  an  abiding  appreciation  for  theii 
chosen  timepiece.  Rolex. 
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Tc  Nines 


By  James  Y.  Bartlett 


Sometimes  half  a  course 
is  better  than  one 


Nine-hole  golf  courses  just  don't 
get  no  respect. 

Ever  since  the  fine  folk  at  the  Royal  6t 
Ancient  took  their  golf  course  of  22  holes  (it 
was  11  holes  out  and  11  back  in)  and  chopped 
it  down  to  18,  that  number  has  been  the  gen- 
erally accepted  worldwide  definition  of  what 
comprises  a  round  of  golf.  The  R&A's  main 
competitor  in  both  golf  and  prestige,  The 
Honourable  Company  of  Edinburgh  Golf- 
ers, which  had  played  its  golf  on  the  seven- 
hole  loop  of  the  links  at  Leith,  found  out 
that  in  golf  a  Royal  beats  an  Honourable 
every  time,  and  moved  forthwith  out  to  its 
own  18-hole  course  at  Muirfield. 

And  so  today,  the  nine-hole  course  is 
golf's  stepchild.  It  is  considered  half  a  loaf, 
half-baked,  half  again  as  much.  It  is  syn- 
onymous with  the  ill-kept  muni,  a  play- 
ground suitable  only  for  children  and 
seniors,  better  used  for  picnics  or  midnight 
assignations  of  the  romantic  nature.  Why 
it  was  only  this  summer,  at  the  United  States 
Golf  Association's  executive  committee 
meeting  at  the  U.S.  Open,  that  the  rules 
pooh-bahs  voted  to  permit  the  posting  of 
nine-hole  scores  towards  one's  official 
handicap.  "We  want  to  embrace  these  peo- 
ple," said  USGA  president  Judy  Bell. 
Blessed  are  the  nine-holers,  for  they  shall 
be  granted  strokes. 

These  are  notions  of  which  we  ought  to 
be  disabused.  Nine-hole  golf  courses  can  be 
jewels  of  a  particularly  rare  and  glowing 
kind.  They  can  be  built  on  parcels  of  land 
less  than  half  the  size  required  for  a  full- 
sized  course.  To  play  one  often  requires  two 
hours  or  less,  which  combats  the  one  com- 
mon complaint  most  people  have  against 


the  game  of  golf:  the  time  required  to  play. 

The  National  Golf  Foundation  last  year 
issued  reports  that  compared  the  median  fi- 
nancial results  of  nine-hole  and  18-hole  golf 
facilities.  The  figures  showed  that  while  18- 
hole  courses  out-earn  nine-holers  (total  me- 
dian revenues  were  $839,000  vs.  $182,000), 
and  attract  almost  twice  the  play  (33,000 
rounds  per  year  vs.  17,000),  the  average  op- 
erating margins  were  close:  25%  vs.  23%. 

The  biggest  problem  with  nine-hole 
courses  is  that  one  cannot  sell  as  much  real 
estate  around  them  as  with  a  larger  course. 
And  it  is  no  doubt  a  bit  harder  to  convince 
the  rich,  whether  nouveau  or  hereditary,  to 


Why  let  nine  more  holes 
stand  between  you 
and  that  ice-cold  beer? 
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cough  up  $25,000  initiation  fees  to 
become  a  member  of  the  Half-Pint 
Golf  Club. 

Which  is  why  they're  not  building 
many  these  days.  The  NGF  shows 
that  a  large  chunk  of  America's  nine- 
holers  were  built  more  than  40  years 
ago.  And  a  great  many  of  them  sprang 
up  in  the  rich  and  fertile  soil  of  the 
Midwest.  Taking  advantage  of  federal 
grants  that  paid  for  communities  to 
turn  agricultural  land  into  recreational 
use,  many  towns  jumped  on  the  band- 
wagon and  built  golf  courses.  With 
typical  Midwestern  frugality,  many  of 
them  were  nine-holers. 

Iowa  is  the  national  repository  of 
our  nation's  nine-hole  wealth.  Of  that 
state's  400-plus  golf  courses,  285  are 
nine-holers,  the  most  in  the  country. 
Hewed  out  of  cornfields,  these  courses 
operate  in  the  Norman  Rockwell 
mode:  few  have  full-time  golf  profes- 
sionals, people  take  turns  taking  the 
money  and  cutting  the  grass,  and  win- 
ners of  annual  tournaments  often  get 
a  packet  of  ten  Iowa  corn-fed  steaks 
as  the  prize  instead  of  a  multihued 
golf  umbrella. 

Which  is  not  to  say  that  nine  holes 
can't  be  glamorous.  Take,  for  instance, 
the  Links  At  Fisher  Island  Golf  Club, 
occupying  a  portion  of  the  smallish 
island  in  the  middle  of  Miami's 


Biscayne  Bay.  Surrounding  the  golf 
course,  designed  by  Pete  Dye's  son 
P.B.,  are  some  of  Miami's  most  ex- 
pensive homes  and  condos,  as  well  as 
an  expensive  resort  hotel  and  spa, 
reachable  only  by  private  ferry. 

Nobody  seems  to  mind  that  the 
golf  course  is  only  nine  holes.  P.B. 
Dye  built  multiple  sets  of  tees,  so  that 
those  who  insist  on  playing  a  full  18 
holes  can  have  a  slightly  different  ex- 
perience in  going  around  again.  But 
most  resort  guests  and  residents  seem 


dies,  he  went  to  the  othei 
course  he  built:  Starr  HoUqj 
in  Tolar,  Texas. 

Seventy-five  miles  south 
west  of  Ft.  Worth,  across  th< 
Brazos  River,  Starr  Hollow  1 
named  after  Belle  Starr  anc 
her  gang  of  gunslingers  wh( 
used  to  hang  out  in  fhos< 
parts.  Out  here  in  ranch  counl 
try,  Leonard  had  architect  Joe 
Finger  build  a  little  nine-holi 
course,  and  then  invited  hi 
pals  to  come  out  and  playi 
10  There  are  less  than  100  memj 
bers  of  this  exclusive  clubl 
notably  Byron  Nelson,  Ben 
Hogan  and  Ben  Crenshawl 
and  today  the  place  is  run  bi 
Leonard's  daughter  Martyl 
who  is  a  former  chairwoman 
of  the  U.S.  Golf  Association 
Women's  Committee. 
Again,  there  are  double  sets  of  te^ 
boxes,  but  it  really  doesn't  matter! 
Starr  Hollow  is  a  golf  course  witfl 
pedigree,  and  just  nine  measly  holesl 
For  every  nine-hole  course  with  class 
however,  there  are  many  more  with 
out  any  pretension.  Take,  for  instance] 
the  Ft.  Meade  City  Mobile  Horn 
Park  Golf  Course,  in  lovely  Fd 
Meade,  Florida.  Ft.  Meade  is  tucked 
midway  between  Frostproof  and  For 
Lonesome,  which  is  slap-dab  in  thu 
middle  of  nowhere  and  on  the  oppo- 


Iozua  is  the  national  repository  of  our  nations 
nine-hole  wealth.  Of  that  states  400-plus  courses,  285  of 
them  are  nine-holers,  the  most  in  the  country. 


pleased  to  play  nine  holes,  which  per- 
mits plenty  of  time  to  get  back  to 
working  on  one's  tan,  or  enjoying  the 
ablutions  of  the  spa. 

Texas  bidness  man  Marvin  Leo- 
nard created  the  Colonial  Country 
Club  in  Fort  Worth,  one  of  America's 
most  famous  18  (home  of  the  PGA 
Tour's  MasterCard  Colonial  Invita- 
tional), on  a  course  called  "Hogan's 
Alley,"  after  the  great  golfer  who  won 
there  many  times.  But  when  ole  Mar- 
vin wanted  to  get  away  with  his  bud- 


site  end  of  the  spectrum  from  hoity- 
toity  Palm  Beach. 

This  little  beauty  is  wedged  be- 
tween the  mobile  home  pads  and  the 
city  sanitation  plant  (the  ninth  green 
is  tucked  up  against  the  fence)  anc 
features  some  of  the  last  sand  green: 
left  in  America.  The  course  is  playec 
mainly  by  the  retirees  who  live  there 
but  as  one  resident  said,  "It's  the  onh 
golf  course  I've  ever  seen  that  make: 
you  reconsider  retirement." 

Still,  the  old  geezers  love  the  place 
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"The  new  ironsi  capitalize  on  the 
properties  of  the  Bubble  shaft... 
promoting  greater  clubhead  speed 
with  no  increase  in  swing  effort." 

-Senior  Goljtr 


"They're  extraordinarily  solid  and 
transmit  an  'I  flushed  it'  feel." 

-GOLF  Magazine 


"I've  been  playing  graphite 
shafts  in  my  irons  for  years 
^but  this  Bubble  shaft's 
a  whole  new  ballgame." 

-Bobby  Collins  Marietta,  Georgia 


"Hotly  anticipated.' 

-GOLF  DIGEST 


"The  shafts  are  on  fire... 
high  handicappers  have  praised 
the  iron's  forgiveness  on 
less-than-perfect  swings, 
while  lower  handicappers  have 
found  them  extremely  workable." 
-SPORT  MAGAZINE 


nlav*»rc  arp  rpmoni'7ino 


"Taylor  Made's  got  another  winner 
in  the  Burner  Bubble  irons... 
extremely  long  and  forgiving... 
you'll  easily  be  able  to 
repeat  your  best  swing  early  and  often." 

-Petersen's  GOLFING 


"More  and  more  players  are  recognizing 
the  Bubble  as  a  technological  breakthrough." 

-Sports  Illustrated 


"They're  so  easy  to  hit 
and  they're  solid." 

-Brad  Bryant 


r  and  hit  it  farther. 
I  feel  this  club  is  gonna  make  me  a  better  pro." 

-Kenny  Perry 


Normally,  wc  like  to  let  our  clubs  speak  for  themselves.  But  then,  it  isn't  every  day  you  get  this  much  press. 
Khich  might  explain  why  we  have  one  of  the  hottest  irons  around.  Of  course,  we  like  to  think  the  patented 
Lbble  shaft  has  something  to  do  with  it.  Why  not  try  a  set.  And  see  for  yourself  what  all  the  noise  is  about. 


B  U 


B  B 


I 


©Taylor  Made 

Find  Your  Game:" 
IRONS. 


1-800-4-BURNER,  EXT.  363        Internet:  www.taylormadegolf.com 

©1996  Taylor  Made  Golf  Company.  Rnd  You-  Game  is  a  trademark;  Burner  Bubble  and  Taylor  Made  are  reg.ste-ed  trademarks  of  the  Taylor  Made  Golf  Company.  The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  Company. 


and  form  teams  to  help  cut  the  grass, 
smooth  the  red-clay  greens  and  spray 
for  fire  ants.  And  they've  formalized  a 
local  set  of  rules.  Rule  4:  "Anytime  the 
ball  is  hit  enough  to  move  it,  it  must 
be  counted  as  a  stroke." 

People  tend  to  grow  emotional  at- 
tachments to  nine-hole  courses,  in 
the  traditional  love  we  Americans 
have  for  underdogs  and  the  down- 
trodden. In  the  tony  Orlando  suburb 


of  an  urban  environment,  and  despite 
a  long  history  that  probably  included 
a  round  or  two  by  some  of  Atlanta's 
historic  golfers  (including  the  great 
Bobby  Jones),  Candler  Park  had  be- 
come the  refuge  of  the  least  of  us.  In 
one  unfortunate  month,  a  woman 
elected  to  hang  herself  in  the  rain 
shed  by  the  third  tee,  and  a  week  or 
two  later  the  body  of  a  murder  victim 
was  dumped  on  the  fourth  green.  The 


UWhen  Jimmy  Carter  vo as  governor  of  Georgia 
he  vetoed  plans for  the  road  through  the  course  in 
the  interests  of  neighborhood  preservation.  But  when  he 
became  an  ex-President,  he  pulled  some  political 
strings  to  use  the  route  for  his  Presidential  Library. 


of  Winter  Park,  the  little  nine-hole 
Winter  Park  Golf  Course  always 
seemed  somewhat  out  of  place — with 
its  $7.50-a-round  clientele — tucked 
amid  million-dollar  mansions  and 
parked  at  the  end  of  a  boulevard  of 
elegant  shops. 

This  year,  the  voters  of  the  town 
were  asked  to  approve  an  $8-million 
bond  issue  to  purchase  the  golf  course 
and  fix  it  up.  An  opposition  move- 
ment sprang  up,  with  proponents 
claiming  the  town  could  realize  much 
more  than  $8  million  by  selling  the 
land  to  developers  to  turn  into  more 
condos  and  retirement  villages.  Be- 
sides, they  said,  it's  just  a  nine-hole 
muni,  peopled  by  senior  citizens, 
women  and  kids. 

Despite  the  fact  that  everyone 
agreed  the  course  could  sell  for  mil- 
lions more,  the  good  people  of  Winter 
Park  voted  to  protect  the  future  rights 
of  the  common  folk  to  play  a  little  golf 
by  approving  the  bond  issue  by  a  com- 
fortable margin. 

I  know  how  people  feel  about  their 
pocket  courses.  Years  ago,  I  helped 
save  one. 

I  once  lived  in  a  house  in  Atlanta 
that  backed  up  to  the  Candler  Park 
Golf  Course,  a  facility  that  fits  the 
stereotype  of  most  nine-hole  golf 
courses.  Plunked  down  in  the  middle 


place  immediately  became  known 
throughout  the  city  as  the  Candler 
Park  Golf  Corpse. 

The  patrons  of  the  place  were  col- 
lege kids  from  Emory  and  Georgia 
Tech,  old  guys  who  still  lived  in  the 
crumbling  neighborhoods  around  the 
course,  teenagers  just  learning  the 
game  and  an  active  clientele  of  Afri- 
can-American golfers:  workers  from 
the  nearby  Ford  plant  and  off-duty 
cops,  post  office  workers  and  delivery 
men,  who  would  meet  after  work 
for  spirited  and  high-stakes  matches 
on  the  lush  green  fairways.  I  would 
often  wander  down  to  the  end  of  my 
lot  late  on  a  summer  afternoon  and 
watch  them  come  down  the  hill  to  the 
eighth  green,  located  right  across  the 
tiny  creek. 

As  the  sun  sank  behind  the  ele- 
mentary school,  they  abandoned  the 
structure  of  playing  in  foursomes,  and 
would  come  rambling  down  the  hill  in 
denimed  eightsomes  and  sneakered 
tensomes,  with  wives  and  children 
and  yapping  dogs  in  tow;  trying  to  get 
the  ball  close,  trying  to  make  the  putt 
that  would  win  the  cash.  There  was 
high  spirit  in  this  group,  caught  up  in 
the  love  of  the  game  and  the  cama- 
raderie of  golf. 

Then,  Jimmy  Carter  very  nearly 
killed  it  all.  For  vears,  the  state  of 


Georgia  had  been  trying  to  build 
major  highway  through  this  part  oi 
town,  linking  the  fast-growing  sub 
urbs  to  the  north  and  east  to  the  glas 
and  steel  towers  of  downtown  Atlan 
ta.  Naturally,  those  whose  neighbor 
hoods  lay  in  the  path  of  this  propose< 
roadway  rose  in  opposition. 

Ironically,  when  Jimmy  Carter  wa 
governor  of  Georgia,  he  had  vetoefl 
the  plans  for  the  road  in  the  interest: 
of  neighborhood  preservation. 

But  when  he  became  an  ex-Pres- 
ident, he  pulled  some  past-due  polit 
ical  strings  to  use  the  abandone 
right-of-way  for  his  new  Presidenti 
Library,  for  which  he  now  insisted 
major  thoroughfare  was  required. 

Carter's  proposed  Presidential  Park- 
way would  have  neatly  bisected  th« 
Candler  Park  Golf  Course,  replacing 
grass  and  pine  trees  and  that  beauti 
fully  shaped  hill  with  asphalt  and  con 
crete.  The  neighborhoods  involvec 
dusted  off  their  anti-road  armor  ancj 
rode  off  into  battle  once  again.  For  ■ 
long  time,  the  battle  appeared  to  bd 
futile:  Carter  had  apparently  managed 
to  sew  up  the  approval  of  the  civic 
minded  power  structure  with  his  vi^ 
sion  of  a  library  and  park  and  inter- 
national center  for  conflict  resolution 
on  which,  no  doubt,  hordes  of  visitor^ 
would  descend. 

But  occasionally,  the  little  guy  wins 
After  a  contentious  and  litigious  de- 
cade, the  city  and  state  gave  up.  Pres- 
ident Carter  built  his  library  anc 
found  that  the  existing  surface  streets 
sufficed  very  well  for  the  visitors  whc 
came  calling.  The  neighborhoods 
around  Candler  Park  continued  theii 
inexorable  process  of  gentrification. 

Even  today,  as  the  sun  sinks  slowly 
over  the  elementary  school,  I'll  bet  the 
same  gang  is  out  there,  knocking  shot: 
down  the  hill  to  the  eighth  green,  bet- 
ting one  another  on  who  can  chip 
closest  to  the  hole.  Probably  some  of 
the.  kids  I  used  to  watch  gamboling 
around  on  the  grass  are  now  out  there 
playing,  neither  knowing  nor  caring 
that  they  only  have  half  a  golf  course. 

We  need  to  embrace  these  people. « 

James  Y.  Bartlett  isFYL'sgoIj 
columnist. 
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Ben  Sayer  Driver,  ea.  1890 


AlaeGregor  Master  30  Driver,  ea.  1930 


Tommy  Armour  Driver,  ea.  1950 


Taylor-Made  Metal-wood,  ea.  1979 


Callaway  Big  Bertha,  ea.  1991 


Titanium  Burner  Bubble,  ca.  199b 


Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 


n  the  eternal  search  for  better  scores,  evolutions  in  golf  club 
lesign  have  given  players  better  control  of  their 
hots.  The  same  applies  in  portfolio  manage- 
nent.  Which  is  why  significant  investors  rely  on 


The  Private  Bank 


allocation  techniques,  supported  by  innovative  information 
technology  and  communications  systems,  and 
in-depth  knowledge  of  global  financial  markets. 
If  you  have  substantial  assets  to  invest,  call 


he  expertise  of  Union  Bank  of  Switzerland.  UBS'  portfolio 
nanagement  team  provides  clients  with  the  most  up-to-date  asset 


Roger  Wacker  at  (213)  489-0600.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


Union  Bank 
™'  of  Switzerland 


Imon  Bank  of  Switzerland,  444  South  Flower  Street,  Los  Angeles,  CA  9007L  Telephone:  (213)  489-0600.  Other  offices  in  North  America:  New  York,  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 


Perhaps  now,  certain  luxury  cars 
will  start  referring  to  themselves  as  the 
Continental  Airlines  of  automobiles. 


J.D.  Power  and  Associates,  a  name  synonymous  w  ith  automotive  excellence,  has  just  awarded  Continental  the  1996 
Frequent  Flyer/J.D.  Power  and  Associates  Award  as  best  airline  for  customer  satisfaction  for  flights  500  miles  and  more. 

Quite  an  achievement,  considering  that  only  last  year  we  ranked  at  the  bottom.  But  we're  not  resting  on  our 
laurels.  In  the  coming  year,  we  will  continue  to  do  the  things  that  we  believe  helped  us  reach  the  top.  Like  being  among 

the  best  in  the  business  at  getting  you  and  your  baggage  to  your  destination  on  time  to  all  of  our  180  worldwide 
destinations.  Providing  an  award- winning  frequent  flyer  program,  OnePass?"  And  improving  our  in-flight  service  to  include 

such  quality  brands  as  Pete's  Wicked"  Summer  Brew  and  Brothers"  Foglifter"  Gourmet  Coffee.  All  of  which  we 
believe  should  be  standard  features  on  any  great  airline.  For  reservations  just  call  vour  travel  agent  or  1-800-523-FARE. 

Continental 

More  airline Jor  your  money!" 


Don't  forget  to  ask  for  an  E-Ticket.  •   Visit  our  web  site  at  http://www.flycontinental.com 


Continental  Airlines  was  the  highest  ranked  airline  tor  flights  500  miles  and  more  in  the  Frequent  Flyer/J.D.  Power  and  Associates  1996  Domestic  Airline 
Sequent  Flyer  Satisfaction  Study5"  Study  conducted  among  frequent  airline  travelers  who  completed  7.066  individual  flight  evaluations.  @  1996  Continental  Airlines.  Inc. 


[TOURING  PRO] 


Summit?  Dzo  What? 


By  Sharon  King  Hoge 


Your  own  little  Everest. 
Why?  Because  it's  there 


To  reach  Everest,  the  world's 
highest  peak,  requires  that  you  climb,  inch 
by  inch,  through  chest-deep  snowdrifts,  all 
the  while  sucking  on  bottled  air.  You  move 
along  narrow  ledges  with  thousand-foot 
drop-offs  in  ioo-below  temperatures  and 
70-mile-per-hour  winds  until  you  reach 
29,028  feet,  about  the  cruising  altitude  of  a 
757  jetliner.  They  say  it's  quite  a  sight  once 
you  get  there,  but  there  are  those  of  us  who 
prefer  to  stick  to  Everest's  low  road.  The 
mountain's  bottom  slopes,  too,  are  breath- 
taking, and  one  hell  of  a  lot  less  hassle. 

Last  spring,  after  a  trailside  parting  from 
a  friend,  one  of  this  year's  successful  sum- 
miters,  three  of  us  untrained  urbanites,  Jane 
in  her  20s,  4oish  Katherine,  5oish  I,  trekked 
17,500  feet  up  to  Base  Camp,  achieving  our 
personal  version  of  an  Everest  "summit." 

Sure,  we  might  have  ventured  further. 
There  are,  after  all,  mountaineering  com- 
panies that  promise  to  deliver  amateur  climb- 
ers to  the  top  in  return  for  roughly  $65,000. 
But  as  last  spring's  loss  of  eight  climbers 
demonstrated,  there  are  few  people  quali- 
fied to  venture  above  the  Khumbu  Ice  Fall 
at  17,500  feet.  Rookies  have  no  business  on 
the  summit,  and  experts  shouldn't  be  offer- 
ing to  take  them  there. 

There  were  only  three  requirements  for 
our  low-risk,  high-altitude  trek  of  lesser 
Everest,  however.  First,  a  reasonable  level  of 
fitness.  Second,  a  sense  of  adventure  (and 
humor).  Third,  the  good  judgment  to  hire 
a  hearty  crew.  We  had  along  a  head  sherpa 
or  sirgar,  two  guides,  a  cook  and  five  porters 
who  doubled  as  kitchen  boys. 

While  the  "official"  slopes  of  the  world's 
highest  mountain  don't  begin  until  around 


24,000  feet,  all  climbers 
make  the  approach  on 
a  common  footpath 
known  as  the  "Ever- 
est Highway."  It 
winds  uphill  and 
down,  through  farms 
and  villages  along  the 
Dudh  Kosi  River  from  Lukla 
at  9,000  feet  to  Gorak  Shep, 
the  highest  permanent  outpost  at  17,400 
feet.  Along  the  way  it  passes  sites  such  as 
the  Thyangboche  Monastery,  as  well  as  the 
Buddhist  stupas  at  Dugla,  a  sobering  cluster 
of  stone  shrines  erected  in  honor  of  per- 
ished climbers. 

Frequented  by  locals,  yaks  and  about 
10,000  trekkers  per  year,  the  trail  terminates 
2,000  feet  short  of  the  traditional  Everest 
Base  Camp  at  the  foot  of  an  18,200-foot 
peak  named  Kala  Pattar.  The  peak  itself  is 
a  popular  side  trip,  since  its  extra  hour-and- 


* — v 


(Above)  Tea,  food  and 
lodging:  a  rest  stop  along 
the  Everest  Highway. 
(Belovj)  We  don  t get  many 

dzos  in  here  Well,  at 

these  prices  it's  no  wonder. 
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Full-service  sherpas:  the  tall,  jolly  one  in  the  back  is 
Luckpa,  our  head  man.  At  Khumjung  he  led  us  to  see 
the  Gompa's  ancient  relic,  said  to  be  a  "yet i" skull. 


a- half  climb  yields  a  quintessential 
postcard  view  of  the  Everest  peak. 

The  first  adjustment  trekkers  must 
make  on  the  Everest  Highway  is  in 
measurements  of  distance.  To  wit:  it's 
pointless  in  an  up-and-down  world  to 
speak  in  terms  ot  miles.  Time  is  a  far 
more  useful  measurement.  For  exam- 
ple, you  could  hike  from  Lukla  to 
Gorak  Shep  in  a  couple  of  days  if  you 
didn't  have  to  adjust  for  the  8,400- 
foot  altitude  gain.  Altitude  sickness 
can  cause  headaches  and  nausea,  so 
for  the  gradual  ascent  required  to 
avert  this  illness,  two  weeks  up  and 
back  down  is  ideal;  allow  ten  days  at 
the  minimum. 

On  our  first  day  out,  overcast 
weather  had  delayed  us,  but  there  was 
still  one  daylight  hour  to  hike  to 
Chablung.  We  put  up  in  a  trailside 
lodge  with  grand  views  of  snow-cov- 
ered Kusum  Kangru  and  the  sound  of 
water  rushing  by  under  the  windows. 

The  next  morning  we  followed  our 
pack-bearing  yak-cow  hybrid  called 
a  dzo,  who  knew  all  the  shortcuts, 
through  Ghat  and  Phakding,  along 
terraced  fields,  across  suspension 
bridges,  past  rhododendrons,  spruce, 
bamboo  and  dozens  of  cottages  and 
wayside  grocery  shops. 

Just  beyond  Monjo  we  checked 
into  Sagarmatha  (Everest)  National 
Park,  where  rangers  registered  the  $10 
pink  trekking  permits  that  travelers  are 
required  to  carry  at  all  times.  There's 
another  mandatory  police  registration 
at  Namche  (11,300  feet),  the  only 
major  trailside  town  and  last  chance  to 
stock  up.  Though  we  missed  its  fa- 
mous outdoor  Saturday  bazaar,  the| 
local  shops  had  a  good  selection  of 
souvenirs,  used  paperback  books,, 
trekking  gear  and  cinnamon  buns. 

Besides  shopping,  we  performed 
the  usual  downtime  activities,  napping,, 
reading,  reorganizing  our  duffels,  tak- 
ing halfhearted  stabs  at  washing  up., 
Mostly  we  hung  around  camp  trading 
road  tales  with  other  trekkers. 

Acclimatizing  for  a  second  day,  we 
walked  an  hour  further  to  stay  in  the 
Ama  Dablam  lodge  owned  by  oum 
head  sherpa,  Luckpa  Dolge.  A  vet- 
eran of  22  mountain  expeditions, 
including  two  summits  of  Everest,j 
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Luckpa  has  invested  his  wages  in  a 
!  tidy  teahouse  that  his  wife  manages 
while  he  is  off  guiding  treks. 

Luckpa  took  us  sight-seeing  through 
his  two  hometown  villages,  Khunde 
and  Khumjung,  where  life  is  still  quite 
i  rustic.  We  ran  into  his  two  little  boys 
coming  home  from  their  school, 
which  was  founded  by  Edmund  Hill- 
ary. Further  on,  in  Khumjung,  the 
oldest  Sherpa  settlement,  Luckpa 
Dolge  persuaded  officials  to  unlock 
die  local  Gompa's  treasured  relic, 
which  is  said  to  be  a  "yeti"  skull. 

For  city  dwellers,  daily  mountain 
trekking  takes  adjustment.  On  a  typ- 
ical day  you  wake  at  5:30  a.m.;  walk 
two  to  four  hours  before  and  after 
lunch;  arrive  midafternoon  to  nap  be- 
fore eating  supper  at  6:30;  crawl  into 
sleeping  bags  at  8  p.m.  to  read  by 
flashlight  until  falling  asleep.  Tougher 
than  your  typical  spa  vacation,  but  just 
as  calming  in  its  own  way. 

Around  Pangboche,  12,700  feet, 
the  terrain  suddenly  begins  to  look 
like  Ireland,  with  fields  and  neat  stone 
houses  and  a  cluster  of  herding  huts 
and  lodges  perched  beside  the  stream 
flowing  from  the  Khumbu  glacier. 

Nearing  our  goal,  we  started  out 
through  the  wide  valley  to  Dugla,  then 
up  to  the  Khumbu  glacier,  a  mammoth 
miles-long  pile  of  stones  and  gravel 
that  is  moving  downhill  at  around  160 
feet  per  year.  We  stopped  to  take  pho- 
tos of  the  glacier's  "toe,"  a  clearly  dis- 
cernible tip  at  the  end,  then  followed 
along  its  edge  until  noon,  when  we  ar- 
rived in  Lobuche  (16,170  feet). 

We  didn't  want  to  stop  since  our 
schedule  was  tight,  but  Luckpa  balked 
at  pressing  our  luck  with  the  altitude. 
So  we  stayed  and  rested  overnight  for 
the  final  day's  high-altitude  push  to 
Everest  Base  Camp,  where  we  had 
friends  waiting  to  summit.  (There 
aren't  any  accommodations  in  the 
Base  Camp,  so  it's  inadvisable  to  go 
unless  you  know  people  there.) 

Four  hours  past  Gorak  Shep  we 
arrived,  our  exhaustion  matched  only 
by  our  exhilaration;  we  rested  for 
about  an  hour,  then  turned  around 
and  started  back  down.  It  wasn't  until 
the  next  morning  back  in  Lobuche 
that  we  had  enough  energy  to  appre- 


We  hope  you'll  raise  a  glass  to  Mr.  Jack  Daniel  sometime  in  September.  As  we  see  it,  you  have  30  days  to  choose  from. 

THIS  SEPTEMBER  marks  Mr.  Jack  Daniel's 
150th  birthday.  Or  maybe,  as  some  say, 
his  146th. 

The  exact  date  of  our  founder 's  birth  remains 
a  mystery  to  this  day  (folks  weren't  too  good 
at  keeping  records  in  those  days).  Some  in 
Lynchburg  say  he  was  born  in  1850, 
others  claim  it  was  1846.  While  no 
one  is  exactly  sure  just  when  Mr.  Jack 
was  born,  those  who  enjoy  a  smooth 
sippin'  Tennessee  Whiskey,  we 
believe,  are  mighty  glad  he  was. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  Natiunal  Register  of  Historic  Places  by  the  United  States  Government. 


ciate  fully  our  accomplishment. 

We  never  felt  the  least  bit  endan- 
gered; the  route  is  hazard-free  if  you 
simply  observe  some  Everest  basics: 


CHOPPERS  TO  LUKLA 

Flying  to  Lukla  from 
Khatmandu  is  cus 
tomary,  but 


Talk  about  a  room 
i  win  with  a  view! All 

jr     you  will  need  are  the 
/    necessary  papers. 
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GOING  WITH  BEST 

Lots  of  trekkers  strike 
out  on  their  own,  but 
that's  a  lot  of  work.  A 
good  outfitter  obtains 
trekking  permits,  books 
flights,  hires  a  crew  and 
supplies  equipment  and 
gear.  Expect  to  pay  around 
$4,000,  plus  around  half 
of  that  for  airfare  from  the 
States.  Kathmandu-based 
Tiger  Mountain  (c/o  Tig- 
er  Tops  International,  Mill  Valley, 
CA;  415-383-0384,  fax  415-383-0793) 
and  Butterfield  &.  Robinson  in  Tor- 
onto, (800-678-1147,  416-864-1354,  fax 
416-864-0541)  are  two  premiere  tour 
planners.  If  you  can't  prepare  ahead 
from  the  States,  Kathmandu,  where 
vacationers  arrive,  is  crammed  with 
outfitters.  Be  wary,  however,  and  in- 
sist on  references.  There  are  return- 
ing trekkers  all  over  town,  so  ask  them 
for  word-of-mouth  recommendations. 


FINDING  SUPER  SHERPAS  An 

experienced  crew  points  the  way,  ex- 
plains local  customs,  arranges  accom- 
modations, handles  baggage,  keeps 
you  company — but  don't  think  of 
them  as  butlers.  Their  main  job  is  to 
offer  essential  advice.  If  Luckpa  hadn't 
insisted  we  rest  at  intervals,  we  surely 
would  have  run  out  of  energy,  and  the 
trip  would  have  been  ruined. 

DON'T  SWEAT  THE  GEAR  Most 
trekkers  overpack.  The  best  time  to  go 
is  mid- April  to  late  May,  before  the 
monsoon  season  and  after  winter,  so 
it  won't  be  cold  enough  to  require 
down  clothing — at  least  we  didn't 
need  it.  We  dressed  primarily  in  layers 
of  T-shirts  and  fleece,  with  hiking 
boots.  Most  outfitters  supply  tents 
and  sleeping  bags.  Our  sherpa  carved 
each  of  us  a  bamboo  hiking  pole. 
Any  extra  gear  we  needed,  we  could 
have  bought  or  rented  in  Kathmandu 
or  Namche  Bazar,  where  you  can  buy 
just  about  anything. 


of  the  trip  is  the  actual 
awareness  of  your  body 
growing  stronger  by  the 
day.  If  you  are  woefully  out 
of  shape,  of  course,  consult 
your  doctor  before  you  try  this  trek.  ! 


LISTEN  TO  YOUR  VITAL 
SIGNS  Some  degree  of  altitude 
kness  is  inevitable,  as  is  lower 
intestinal  discomfort.  Dia-i 
mox,  which  helps) 
your  body  flush  oufl 
carbon  dioxide,  is  an| 
essential  aid  to  altitude 
adjustment.  Take  along  ai 


flights  i 
are  notorious-  ~ 
ly  quixotic,  and 
the  landing  strip  is  a 
short  gravel  shelf  that  termi- 
nates smack  at  the  foot  of  the 
mountain.  Frequent  fog  also 
causes  delays.  Landing  by  he- 
licopter, however,  is  far  less 
dicey.  "Scheduled"  flights  on 
old  30-seat  Russian  transports 
are  also  erratic,  but  the  $80  price 
is  about  an  eighth  the  per-per- 
son  cost  of  the  alternative  (and  more 
convenient)  method:  paying  $2,000  to 
charter  a  four-person  copter  that 
more  or  less  flies  at  your  convenience. 

TENTING  OR  TEAHOUSES? 

After  two  nights  we  gave  up  on  tents. 
Dust  was  pervasive  in  the  fields  where 
we  camped.  For  $2  each  extra  per 
night  we  stayed  in  local  "teahouse" 
lodges,  Nepali  homes  incorporating 
the  family's  bedroom  and  communal 
kitchen  with  bunk  rooms  for  travelers 
and  a  dining  room  where  trekkers  sit 
around  the  stove  sipping  soup  or  beer 
and  exchanging  road  tales.  The  mat- 
tresses are  far  from  fresh,  and  there's 
no  running  water,  although  for  $1.50 
extra  some  lodges  offer  hot  showers. 
Teahouses  aren't  the  Ritz,  but  if  it's 
the  Ritz  you  need,  you're  on  the  wrong 
trip  anyway. 

TRAIN  ON  THE  TRAIL  You 

needn't  torture  yourself  with  a  train- 
ing regimen  before  you  leave.  The 
climb  is  gradual,  and  one  of  the  joys 


prescription  supply.  Five-hundred- 
milligram  tablets  can  be  used  as  treat- 
ment or  cut  in  half  as  a  daily  prevent- 
ative. Cipro  and  over-the-countei 
Pepto-Bismol  can  deal  with  plumb- 
ing. Take  them  along,  or  pick  up  the 
prescriptions  for  a  few  dollars  at  one 
of  the  medical  outposts  in  Khumbu 
and  Pheriche.  The  best  preventive 
medicine  is  water;  one  to  two  liters  a 
day  of  bottled  or  boiled  and  purified 
is  a  must.  The  teahouses  sell  litei 
bottles,  higher  prices  at  higher  alti- 
tudes— from  about  $1  at  Lukla  to  $3  al 
Gorak  Shep. 

DON'T  RUSH  Walking  too  fast  dis- 
rupts your  metabolism.  Like  the  venH 
erable  tortoise,  those  who  walk  slowest 
are  most  apt  to  get  there.  One  small 
step  at  a  time  is  the  way  to  trace  the 
footsteps  of  Tenzing  and  Hillary  anc 
achieve  your  own  high  point  halfwa\ 
to  the  highest  peak  on  earth.* 

Sharon  King  Hoge  is  a  write 
living  in  New  York  City. 
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Sometimes  choosing  the  right  tire 
takes  too  much  time  and  effort . . . 


ttp://www.dunloptire.com 


Or  for  your  nearest  Dunlop  Dealer, 
look  in  the  Yellow  Pages  or  call  1-800-548-4714. 
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Applause,  Applause 

Anyone  can  win  over  a  tough  audience,  says  hailed 
speechwriter.  Just  ask  Lee  lacocca. 


American 
Speaker 


Your  Guide  to 
Successful  Speaking 


THE  AMERICAN  SPEAKER 

Your  Guide  to  Successful  Speaking 

Aram  Bakshian,  Jr.,  Editor  (600  pages; 
Georgetoum  Publishing  House) 

By  Len  Taylor 


The  difference  between  success  and  failure,  writes  Aram 
Bakshian,  Jr.,  in  this  remarkable  new  resource  for  public 
speakers,  is  the  ability  to  communicate  clearly  and  effec- 
tively. Never  has  this  been  more  true  than  in  today's  intensely 
competitive  business  climate. 

Bakshian  should  know.  Speechwriter  to  "The  Great  Com- 
municator" himself,  Ronald  Reagan,  as  well  as  to  two  other  for- 
mer presidents  and  the  heads  of  several  major  corporations, 
Bakshian  has  witnessed  the  rise  and  fall  of  international  leaders 
based  on  their  ease  —  or  lack  of  ease  —  on  the  podium.  Anyone 
can  master  the  art  of  speaking  in  public,  Bakshian  says,  "In  the 
last  analysis,  the  spoken  word  is  still  king." 

Fear  and  loathing  of  the  rubber  chick- 
en circuit  have  long  plagued  public  fig- 
ures. "No  one  knows  how  I  hate 
making  speeches,"  President  Calvin 
Coolidge  once  complained  to  a  friend. 

Bakshian  tackles  head-on  the  chal- 
lenges of  public  speaking  in  American 
Speaker.  "As  with  alcoholism,"  he  writes, 
"there  is  no  known  cure  for  stage  fright. 
You're  either  a  'chronic'  sufferer  or  a 
'recovering'  sufferer."  In  either  case,  it's 
easy  to  minimize  that  suffering  —  or  even 
turn  it  into  an  advantage.  As  Carroll 
O'Connor,  the  legendary  "Archie  Bunker," 
put  it,  "A  professional  actor  has  a  kind  of 
tension.  The  amateur  is  thrown  by  it,  but 
the  professional  needs  it." 

Perhaps  the  best  contemporary  exam- 
ple is  Lee  lacocca,  who  saved  the  Chrysler 
Corporation  by  using  his  enormous  talent 
as  a  speaker  to  win  the  support  of  the 
Congress,  the  White  House  and  the 
American  people  for  the  biggest  corporate  bailout  in  history, 
lacocca  himself  attributes  his  business  success  to  speaking.  In  his 
autobiography,  he  writes:  "I've  seen  a  lot  of  guys  who  are  smarter 
than  I  am  and  a  lot  who  know  more  about  cars.  And  yet  I've  lost 
them  in  the  smoke.  Why?  Because  I'm  tough?  No  ...  You've  got  to 
know  how  to  talk  to  them,  plain  and  simple." 

Business  is  the  single  biggest  rhetorical  arena.  From  simple 
retail  sales  spiels  to  sensitive  boardroom  presentations,  speech 
keeps  the  wheels  of  commerce  turning.  In  making  a  first  impres- 
sion, Bakshian  writes,  "Your  appearance  can  raise  expectations, 
but  what  you  say  and  how  you  say  it  will  determine  how  people 
evaluate  you."  A  good  speaker  is  always  in  demand.  At  events 
from  business  conventions  to  weddings,  "a  good  speaker  not  only 
adds  to  the  occasion,  he  also  benefits  from  'free  advertising'  that 
adds  to  his  stature  in  the  community  and  attracts  future  business." 


'  1-  i 


The  chairmen  of  Fortune  500  companies  like  Coca-Cola, 
IBM  and  General  Motors  make  more  speeches  in  a  year 
than  most  politicians  do.  And  not  just  on  television. 
They  speak  all  the  time  in  the  workplace  and  to  col- 
leagues, customers  and  the  media. 


Unusual  for  a  book  or  periodical  of  any  kind,  American 
Speaker  is  more  of  a  personal  mentor  —  a  do-it-yourself  guide 
designed  to  save  hours  or  days  of  preparation  time,  or,  converse- 
ly, an  enormous  bill  from  a  professional  speechwriter  or  "coach." 

It's  a  clever,  accessible  concept:  a  three-ring  binder  crammed 
with  hundreds  of  pages  of  material  on  every  imaginable  aspect  of 
public  address:  body  language,  delivering  an  inspiring  eulogy, 
antidotes  to  nervousness,  using  humor,  developing  a  powerful 
speaking  voice,  or  engaging  the  audience  in  a  positive  question- 
and-answer  session.  Bakshian  offers  sensible,  uplifting  advice  for 
every  occasion,  from  the  Thanksgiving  toast  to  a  defense  of  your 
industry  before  a  hostile  audience. 

Arranged  alphabetically,  American  Speaker  is  easy  to  navi- 
gate, highly  entertaining  and  loaded  with  good  ideas.  In  the  cal- 
endars section,  for  instance,  Bakshian  compiles  thousands  of 
speech  pegs  for  every  day  of  the  year  in  three  calendars:  celebri- 
ty birthdays,  today  in  history  and  the  months  at  a  glance.  "Every 
audience  gathered  to  share  a  common  interest  or  celebrate  a  spe- 
cific occasion  has  a  built-in  common  bond,"  Bakshian  writes.  "A 
good  speaker  doesn't  just  know  this;  a 
good  speaker  takes  advantage  of  it."  He 
demonstrates  how  a  shared  reference  can 
warm  up  the  audience,  draw  a  favorable 
analogy  or  build  a  bridge  from  past  to 
present. 

What  about  actual  speeches?  They're 
all  over  American  Speaker.  A  section  on 
acceptance  speeches  includes  as  an  exam- 
ple Winston  Churchill's  masterful 
appearance  before  Parliament  in  1954,  on 
the  occasion  of  his  80th  birthdav.  To  illus- 
trate the  business  address,  Bakshian 
quotes  nine  speeches  that  used  humor 
and  anecdotes  to  deliver  serious  mes- 
sages to  several  very  different  audiences. 
In  the  education  section,  Bakshian  shows 
how  cartoonist  Garry  Trudeau  hilarious- 
ly defused  the  "political  correctness" 
time  bomb  in  speaking  to  a  graduating 
class  at  Yale  University.  And  so  on. 

But  here's  what  reallv  makes 
American  Speaker  stand  out  from  the  crowd  of  business  publi- 
cations. In  addition  to  the  basic  600-page  volume,  readers  also 
receive  timely  updates,  transcripts  of  recent,  powerful  speeches 
and  a  free  consulting  service  with  Bakshian,  to  resolve  those  last- 
minute  speaking  challenges.  Best  of  all,  the  entire  package  is 
guaranteed.  Review  American  Speaker  for  30  days.  If  it  doesn't 
meet  your  expectations,  return  it  to  Georgetown  Publishing 
House  for  a  complete  refund. 

Few  professionals  can  afford  to  ignore  a  promise  like  that 
American  Speaker  ($297,  including  bimonthly  updates)  is  not 
available  in  any  bookstore.  Copies  are  available  only  from 
Georgetown  Publishing  House. 

To  order,  write  to:  Georgetown  Publishing  House, 
1101  30th  St.,  NW,  Dept.  4EEI6,  Washington,  DC  20007. 
Or  call  them  at  800-915-0022  —  or,  fax  202-337-1512.  ■ 


My  name  is  Stephen, 
and  Tm  an  orchiholic 


By  Stephen  Williams 


One  man's  sad  story  of  the 
road  to  the  greenhouse 

I  USED  TO  THINK  THAT  ORCHIDS  WERE 

fantasy  flowers,  meant  only  for  those  with 
enough  cash  to  build  vast  greenhouses  and 
hire  armies  of  tropical  gardeners.  But  a  sin- 
gle-seat bamboo  outhouse  on  the  equator 
taught  me  otherwise. 

Two  years  ago,  my  wife  and  I  traded 
Manhattan  for  El  Placer,  a  small  farm  sur- 
rounded by  virgin  cloud  forest  in  a  remote 
area  of  the  Ecuadorian  Andes.  Our  house 
had  no  electric  lights,  refrigerator,  television 
or  automatic  bathroom  mirror  defogger. 
There  was,  in  fact,  no  bathroom.  We  did 
have  one  sublime  luxury,  however:  an  end- 
less variety  of  orchids.  No  fewer  than  200 
species.  So  many  that  we'd  collect  them 
from  downed  tree  limbs  and  set  them  in  the 
gaps  of  our  outhouse's  walls  and  ceiling — 
Epindendrums  did  particularly  well.  With 
the  beautiful  blossoms  and  flocks  of  parrots 
flying  by,  there  was  no  more  tranquil  spot 
on  earth  in  which  to  spend  a  few  solitary 
moments  of  the  day. 

I  returned  to  the  States  believing  that  or- 
chids were  the  simplest  plants  in  the  world, 
never  needing  water,  food  or  quietly  stimu- 
lating music  like  the  plants  I'd  known  in 
New  York.  Only  later  would  I  realize  that 
it's  not  the  flower  that  craves  nurturing 
from  people,  but  people  who  crave  nurtur- 
ing from  the  flower. 

My  brush  with  orchid  addiction  actually 
began  when  I  returned  home  and  found 
myself  consumed  by  dreams  of  my  cloud 
forest  loo.  Though  some  orchids  grow  in 


the  ground,  those  had  been  "epiphytes," 
which  rest  in  moss  on  tree  limbs  and  hill- 
sides, inhaling  nutrients  from  the  wind  and 
rain.  Some  were  equipped  with  testicular- 
looking  nutrient  storage  sacks  that  hung 
boldly  in  the  mountain  air.  {Orchis  is,  in 
fact,  Greek  for  testis,  and  legend  holds  that 
the  plants  grew  from  semen  scattered  by 
mating  animals.) 

Back  in  New  York  I  sought  out  coffee- 
table  books  with  photographs  of  orchids 
like  the  acid-orange  and  red  Renanthera 
monachica,  and  the  seductive  flowering 
Paphiopedilum  armeniacum  that  seemed 
ready  to  trap  me  in  its  wings.  I  collected 
trivia:  a  collector  told  me  about  one  orchid 
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species  that  resembles  a  female  bee 
and  attracts  males  as  it  shakes  in  the 
breeze.  I  learned  of  the  vast  amounts 
of  money  collectors  spend  to  feed 
their  orchidelirium — people  pay  tens 
of  thousands  of  dollars  for  a  "stud"  or- 
chid at  auction. 

One  night  on  the  Internet,  I  came 
across  OrchidWeb,  an  on-line  site 
sponsored  by  the  30,000-member 
American  Orchid  Society  (AOS).  It 
was  there  I  encountered  the  most  en- 


conservation  at  the  AOS.  "There's  a 
whole  new  class  of  consumers  who 
aren't  dedicated  hobbyists,  but  who 
just  want  a  pretty  plant." 

A  beginner  doesn't  need  anything 
more  than  a  window,  water  and  fer- 
tilizer to  get  started.  They  might  try 
a  nice  hybrid  Phalaenopsis,  perhaps 
the  easiest  type  of  orchid  to  grow.  Put 
it  in  a  humid  spot  that  receives  bright 
light  with  little  or  no  sun,  water  it 
when  the  planting  material  begins  to 
dry  out,  make  sure  it  gets 
fresh  circulating  air,  and 
you'll  be  rewarded  with 
long-lasting  blooms. 

What  no  one  tells  you,  of 
course,  is  that  like  cigarettes 
and  tiramisu,  orchids  bring 


I  started  out  on 
violets,  but 
soon  hit  the 
harder  stuff. 
Before  long, 
one  orchid  was 
too  many,  the 
rest  weren't 
enough. 


couraging  fact  a  junkie  can  hear:  you 
don't  have  to  be  rich  to  grow  tropical 
orchids  in  America. 

Sure,  millionaires  like  Bill  Ziff, 
scion  of  Ziff-Davis  publishing,  grows 
them.  So  does  Bob  Weltz,  whose 
huge  Santa  Barbara  greenhouse  is 
supported  by  his  seat  on  the  New 
York  Stock  Exchange.  Designer 
Geoffrey  Beene  grows  orchids  when 
he's  not  designing  dresses. 

But  people  like  me  can  stroll  into 
a  Home  Depot  and  pick  up  a  hybrid 
for  less  than  $20.  "In  just  the  last  two 
or  three  years,  orchids  have  entered 
the  mass  market,"  Ned  Nash  told  me. 
Nash  is  the  director  of  education  and 


out  compulsive  behavior  in 
even  the  most  restrained  of 
individuals.  One  plant  leads 
to  another,  and  soon  the 
African  violets  and  cycla- 
men have  been  squeezed 
out  of  the  house.  In  no  time  you're 
dreaming  of  big-game  orchids  like  the 
rare  Asian  Paphiopedilum,  a  tropical 
lady's  slipper  hybrid  that  recently 
changed  hands  in  California  for 
roughly  $25,000. 

Behaviorists  are  uncertain  whether 
the  orchiholism  response  is  genetic  or 
learned,  but  either  way,  the  condition 
is  spreading  like  kudzu.  The  Amer- 
ican Orchid  Society  reports  about 
6,000  new  members  since  1986,  split 
evenly  between  men  and  women. 
Most  are  urban  dwellers.  And  most, 
no  doubt,  expect  to  keep  their  "hob- 
by" under  control.  Consider,  for  ex- 
ample, the  case  of  Harry  Zelenko. 


A  graphic  and  industrial  designer^ 
Zelenko  started  innocently  enough 
with  a  few  cheap  orchids  back  in  1962^ 
Today  he  tends  2,000  to  3,000  in 
two  greenhouses  atop  his  Manhattan 
town  house.  Zelenko  is  so  deep  intc 
the  orchid  pit  that  he  and  his  wife 
often  take  separate  vacations  so  somei 
one  is  home  to  care  for  the  flowersj 
The  greenhouses,  imported  froni 
Holland,  are  estimated  to  be  worth 
$70,000  to  $80,000.  Each  has  auto 
matic  roof  vents,  gas  heaters,  an  arti- 
ficial  cloud  system  and  fans  to  sim 
ulate  breezes. 

Technically,  Zelenko  has  succeed- 
ed in  creating  a  tropical  environment 
for  his  orchids.  But  far  from  the  jun- 
gle, without  the  sounds  of  waterf  alls 
and  mating  toucans,  these 
greenhouses  seemed,  the 
day  I  visited,  anything  bul 
natural.  Since  orchids  car 
be  picky  about  bloom- 
ing— Zelenko  has  beer 
waiting  ten  years  to  see 
the  petals  of  his  Cubar 
Tolumnia  hawkesianum — 
on  most  days  the  majority 
of  his  orchids  are  just  bor- 
ing clumps  of  leaves.  The 
plants  are  crowded  to- 
gether so  thickly  that  J 
walked  right  by  a  bloom- 
ing Dendrobiums,  its  ivory  petals 
touched  only  by  patches  of  yellow  anc 
faint  violet.  I  also  would  have  missec 
the  pot  of  Paphiopedilum  rothschild- 
ianum,  worth  about  $500,  if  Zelenko 
hadn't  pointed  it  out. 

Primarily  a  collector  of  the  Oncid- 
ium  species,  Zelenko  disdains  the 
more  widely  propagated  and  collectec 
hybrids  sometimes  bred  for  colors  anc 
sizes  that  don't  grow  in  the  wild.  Bu 
he'll  do  nearly  anything  to  get  1 
species.  "I  beg,  borrow  and  steal  or- 
chids," he  said.  "Well,  I  don't  stea 
them.  There  are  a  few  I'd  like  to  steal 
but  I  haven't  stooped  that  low — yet.' 

Others  have,  however.  The  Con- 
vention On  International  Trade  Ir 
Endangered  Species  Of  Wild  Faun; 
And  Flora,  or  CITES,  has  been  suc- 
cessful in  blocking  the  importation  0 
orchids  that  have  been  plucked  fron 
the  wild.  (Orchids  grow  on  every  con- 
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:inent  except  Antarctica,  and  130 
;ountries  are  party  to  the  1973  CITES 
orotection  agreement.)  The  Conven- 
tion prefers  promoting  the  artificial 
oropagation  of  endangered  species, 
which  means  reproducing  plants  in 
greenhouses  from  seed.  All  orchids 
are  considered  threatened  under  the 
3ITES  agreement. 

While  it's  legal  to  sell  the  "artifi- 
:ially  propagated"  species,  some  back- 
illey  dealers  trade  in  the  real  thing. 
According  to  the  World  Wildlife 
Fund,  ten  percent  of  the  10,000,000 
orchids  traded  globally  each  year  may 
oe  from  wild  sources.  The  North 
A.merican  lady's  slipper  orchids 
jfcypripedium)  found  in  northeastern 
states,  for  example,  have  been  so 
exploited  that  they  are  now  on  the 
endangered  list. 

What  would  motivate  an  orchid 
aficionado  to  break  the  law?  "Greed, 
pure  and  simple,"  said  one  expert  af- 
filiated with  the  AOS,  who  prefers  to 
remain  anonymous.  "These  guys  are 
:ollectors,  and  as  such  they  have  all 
phe  acquisitive  and  competitive  traits 


of  other  collectors." 

Zelenko  believes,  how- 
ever, that  the  outlaws  may 
actually  be  doing  good. 
"They're  preserving  spec- 
ies that  would  otherwise 
become  extinct  due  to  de- 
forestation," he  said.  And 
it's  true  that  farmers,  log- 
gers and  oil  companies  are 
destroying  orchid  habitats  at  alarming 
rates  around  the  world. 

The  safest  way  to  stay  clear  of  a 
prison  stretch  for  endangering  the 
welfare  of  an  orchid,  however,  is  to  in- 
dulge yourself  with  hybrids.  There 
are  plenty  of  nice  plants  available  at 
garden  centers  and  through  the  mail 
to  sate  the  cravings  your  first  orchid 
will  induce  (join  up,  and  AOS  will 
provide  you  with  a  good  list  of 
sources).  And  those  cravings  can  be  in- 
tense, believe  me,  although  no  one 
seems  to  know  why. 

Says  Omar  Bounds,  a  Philadelphia- 
area  furniture  manufacturer:  "If  I  knew 
what  it  was  about  orchids  that  was  so 
seductive,  I  would  try  to  find  a  cure 


Bloom  Box 


AMERICAN  ORCHID 
SOCIETY: 
407-585-8666 
ORCHID  WEB: 
http  ://orchidweb  .org 


for  it."  Bounds  de- 
scribes a  fellow  col- 
lector who  keeps 
artificial  lights  on 
a  timer  so  that  his 
plants  think  7  p.m. 
is  noon.  "That  way, 
when  he  gets  home 
from  work,  he  can 
park  his  BMW,  go 
in  and  his  orchids  will  be  chipper, 
waiting  to  play  with  him." 
He  plays  with  his  orchids? 
"Well,  he  nurtures  them,  he  picks 
them  up,"  Bounds  says.  "You  give  them 
your  total  attention.  They  let  you  es- 
cape the  world." 

I  know  what  he  means.  It's  a  sen- 
sation I  first  felt  in  my  cloud  forest 
outhouse:  one  orchid  is  too  many,  a 
million  aren't  enough.  But,  then  again, 
I  wouldn't  say  I  actually  have  a  prob- 
lem with  orchids.  I  can  quit  whenever 
I  want.  Really.  I  can.  • 

Stephen  Williams  is  working  on  a 
book  about  his  year  living  in  the  Ecua- 
dorian cloud forest. 


Strike  While 
The  Platinum 

is  Hot 


To  invest  in  platinum  call 
Blanchard  today. 

1-800-BULLION 

Please  ask  for  Extension  131 


Who  said  opportunity  knocks  only  once? 

Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
rarer  than  gold  and  in  high  demand  as  one  of  the  most  essential 
industrial  commodities  in  the  world. 

Platinum  has  traded  for  as  much  as  $200/oz.  over  gold 

However,  platinum  and  gold  are  currently  trading  for  about 
the  same  price.  Historically,  when  this  unusual  situation  has  occurred, 
it  has  signalled  a  rally  in  the  price  of  platinum. 

Investor  interest  in  platinum  has  been  growing  as  sophisticated 
investors  learn  more  about  platinum's  unique  supply/demand 
fundamentals.  Because  platinum  is  the  essential  element  in  the  war 
against  pollution,  demand  is  higher  than  ever  and  experts  are 
predicting  a  tightening  market.  You  should  seize  the  opportunity  to 
acquire  platinum  for  about  the  same  price  as  gold  today,  because  this 
situation  may  not  last  long. 

The  Maple  Leaf 

The  World's  Bullion  Coin  Standard 

One  of  the  most  practical  and  secure  ways  to  invest  in  platinum  is 
Canada's  Platinum  Maple  Leaf.  Blanchard  and  Company,  America's 
largest  full-service  precious  metals  dealer,  sells  Platinum  Maple  Leafs  at 
just  1%  over  cost. 

Blanchard 


M  ERICA'S  RARE  COIN  b  PRECIOUS  METALS  FIRM 


HE   HAS  AN   8  AM   TEE  TIME 
WITH   PETE  DYE. 


WHO    IS    H  B    SLEEPING  WITH 


6  Westin  Hotels  &  Resorts 


24  WESTIN  RESORTS  INCLUDING:  THE  WESTIN  RESORT,  HILTON  HEAD  ISLAND, 
THE  WESTIN  MAUI,  THE  WALT  DISNEY  WORLD  SWAN,  ORLANDO,  THE  WESTIN 
MISSION   HILLS   RESORT,   RANCHO   MIRAGE,   THE  WESTIN   LA   PALOMA,  TUCSON. 
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Westin 

HOTELS  &,  RESORTS® 

It's   like  you   died   and   went  to  Westin.  Playing 
18  holes  designed  by  Dye.   Or  Nicklaus.   Norm  p&m 
Player.   Or  Jones.  They're  all  Westin  courses.  An< 
they're  all  over  the  planet.   Pick  one 

CHOOSE    YOUR    TRAVEL    PARTNER    W  I  S  E  L  l3 


1  -800-WESTIN- 

WWW.WESTIN.COM 


Wellth 


Staying  In  The 
Pink  On  The  Green 


ALEXANDRIA,  VIR- 
GINIA— Weekend  war- 
riors between  35  and 
50  are  more  likely  than 
anyone  else  to  do  them- 
selves damage  on  the 
golf  course,  says  the 
American  Physical 
Therapy  Association. 
But  a  few  modest  pre- 
cautions can  avert  the 
pain  and  humiliation. 

It's  obvious,  says 
physical  therapist 
Ralph  Simpson,  who's 
on  the  staff  of  the  PGA 
tour,  that  all  the  bend- 
ing, twisting  and  ro- 
tating of  a  good  swing 
can  wreck  the  lower 
back  and  neck.  But 
why  boomers?  Well,  as 
we  all  know,  boomers 
think  they're  immor- 
tal: of  course  you  can 


play  three  rounds  in  an 
afternoon  like  you  did 
at  25!  Try  it — you'll 
end  up  on  a  physical 
therapist's  table. 
HERE'S  HOW  TO 
AVOID  DANGER: 

•  Arrive  at  the  golf 
course  at  least  15  min- 
utes before  tee-off  to 
stretch  your  back, 
shoulders  and  legs. 

•  If  it's  cool  out,  wear 
layers  to  keep  your 
muscles  warm. 

•  Try  these  stretches: 

1)  Hold  a  club  across 
your  shoulders  and 
behind  your  neck. 
Twist  slowly  at  the 
waist,  first  to  one  side 
(hold  for  10  to  20 
seconds)  then  to  the 
other  (hold  again). 

2)  Stretch  your  arms 


above  your  head, 
fingers  interlocked, 
palms  to  the  sky. 
Slowly  bend  to  one 
side  and  hold  for  ten 
seconds.  Bend  to 
the  other  side  and 
hold.  Do  this  twice. 
3)  Find  a  nice  tree, 


The  Bad  News:  Osteoporosis  Is  A  Manly  Disease 

WASHINGTON,  D.C. — Each  year  100,000  American  men  fracture  a  hip  be- 
cause of  osteoporosis,  and  one  third  of  them  die  within  a  year.  Each  year  about 
165,000  men  are  diagnosed  with  prostate  cancer,  and  about  35,000  die  of  it.  Every 
man  knows  about  prostate  cancer.  But,  according  to  a  new  Gallup 
survey,  most  American  men  see  osteoporosis  as  a  "woman's  disease." 
>w   n^d. ,.       Osteoporosis  is  a  thinning  of  the  skeleton  that  happens  when  the 
body  doesn't  make  enough  new  bone  or  removes  too  much  old  bone. 
Most  often,  the  brittle  hips,  spine,  wrists  and  ribs  break.  When  the 
spine's  vertebrae  give  way,  a  person  becomes  stooped,  loses  height  and  suf- 
fers chronic  back  pain.  A  hip  fracture  can  take  away  your  mobility,  and — 
if  hip  replacement  surgery  goes  awry — your  life.  The  Gallup  survey, 
conducted  for  the  National  Osteoporosis  Foundation,  showed  that  men  most 
fear  exactly  the  kind  of  theft  of  independence  that  osteoporosis  causes. 
To  avoid  the  condition,  cut  out  smoking  and  drinking,  and  get  some 
exercise  that  puts  a  load  on  your  bones,  such  as  racquet  sports  or  walk- 
ing. Take  calcium  supplements  or  eat  more  (low-fat)  dairy  products  and 
broccoli — you  need  1,000  milligrams  of  calcium  a  day  if  you're  under  65 
and  1,500  milligrams  a  day  if  you're  older.  And  don't  forget  your  vitamin  D. 


stretch  your  arms 
straight  out  in  front  of 
you  and  put  your 
palms  against  the  tree. 
Bend  your  right  leg 
slightly  and  move  your 
left  foot  back,  keeping 
the  knee  straight  and 
the  heel  flat.  Hold  for 
ten  seconds.  Don't 
bounce.  Repeat  with 
the  other  foot. 

•  Don't  start  with  a 
heavy  iron.  Practice 
with  a  nine-iron.  Then 
work  up  to  a  five-iron. 

•  Stop  playing  if 
you  feel  any  pain  or 
discomfort.  And  imme- 
diately put  ice  on 

the  painful  area. 

•  Be  sure  to  lift  your 
bag  properly.  Bend 
your  knees  and  lift 
with  a  straight  back. 

•  Watch  that  stance! 
Bend  your  knees 
slightly.  Bend  forward 
from  the  hips,  keeping 
your  back  straight. 
Let  your  arms  hang 
down  straight  while 
gripping  the  club. 

•  And  always  keep 
your  head  down. 
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DUNDEE,  SCOTLAND — 
Next  time  you  fly  to 
Europe  or  Asia,  you  may 
be  lolling-  in  first 
class  with  a  tulip  of 
Champagne,  but  your 
blood  vessels  will  think 
they're  halfway  up 
the  Matterhorn.  And 
they  might 
furnish  you  a 
deadly  clot 
to  prove  it. 

P.B.  James 
of  the  Univer- 
sity of  Dundee 
recently  point- 
ed out  that 
when  you're 
cruising  at  35,000 
feet,  the  amount 
of  oxygen  in  the 
plane's  cabin  is 
like  that  in  the 
air  on  a  6,600-  to 
7,500-foot  peak. 
Your  body  reacts 
just  as  it  would 
if  you  climbed 
a  mountain 
that  high:  the 
oxygen  in  your 
bloodstream 
falls,  which 
causes  your  ar- 
teries to  dilate 
and  your  legs  to 
swell.  But 
you're  doing 
what  no  sane  moun- 
tain climber  ever 
would.  You're 
strapped  motionless 
in  a  seat  made  for  an 
11 -year-old  and  are 
probably  knocking  back 
a  few  drinks,  which  dehy- 
drate you  and  slow  your 
blood  flow.  And  you're 
worse  off  if  you're  older, 
because  folks  over  40 
have  even  less  oxygen  in 
their  blood  to  start  with. 

So  what?  Well,  all 
that  sluggish  blood 
might  just  glom  up  and 
make  a  clot,  which  can  cut 
off  circulation  or  travel 
to  your  lungs  or  heart 
and  kill  you.  That's  what 
almost  happened  re- 
cently to  a  couple  of  unfor- 
tunate folks  on  flights 
between  France  and 
Reunion  Island  in  the 
Indian  Ocean. 


James  says  here's  how 
to  avoid  "jet  leg":  wear 
elasticized  stockings  or 
support  hose,  drink  lots  of 
water,  eschew  alcohol, 
stretch  a  lot— even  if  you 
have  to  stay  seated — 
and  get  up  and  walk 
around  as  much  as  you 
can.  Or  take  a  cruise. 


My  Thumb 
Doesnt  Understand  Me 

NEW  HAVEN,  CONNECTICUT— Slide 
that  barkeep  a  fin — he's  suffering  for  you. 
Docs  at  Yale's  medical  school  report  the 
first  case  of  "bartender's  hand,"  yet  another 
repetitive  stress  injury  such  as  "endoscopist's 
thumb"  (don't  ask),  "mouse  joint"  (yours, 
not  the  mouse's),  and  the  dreaded  "potato 
harvester's  footdrop." 

The  discovery  unfolded  thusly:  a  30-year- 
old,  left-handed  man  visited  Annette  David 
and  Oyebode  Taiwo  at  the  school's 
occupational  and  environmental 
medicine  clinic,  complaining 
that  his  left  thumb  hurt  and 
that  he  couldn't  move  his  pink- 
ie, middle  and  ring  fingers.  The 
MDs  asked  what  he  did  for  a  liv- 
ing. Turned  out  he  was  a  bartend- 
er and  he  spent  a  lot  of  time  wield- 
ing the  beverage  gun,  that  sprayer 
job  with  multiple  thumb-operated 
buttons.  All  that  gunning  had  seri- 
ously stressed  the  tendons  in  his 
hand.  So  the  doctors  gave  the  guy 
an  anti-inflammatory,  a  bit  of 
physical  therapy,  and  told  him  to 
switch  to  waiting  tables.  After  six 
weeks  he  was  fine. 


Good  News  For  Hamsters 

MILWAUKEE,  WISCONSIN— Go  to  the  garage  or  wherever 
your  exercise  machine  graveyard  is,  and  exhume  the  treadmill. 
Even  if  you  feel  as  though  you're  pumping  your  hardest  on  your 
new  rower  or  stair-stepper,  that  old  treadmill  burns  the  most  calories. 

Anne  Zeni  and  her  colleagues  at  the  Medical  College  of  Wisconsin  and 
Veterans  Affairs  Medical  Center  recruited  13  men  and  women,  ages  24  to  39, 
to  give  the  word  on  whether  exercise  machine  workouts  are  as  tough  as  they 
feel.  For  four  weeks  the  volunteers  got  used  to  the  six  different  devices — a 
treadmill,  a  stair  stepper,  a  rowing  machine,  a  cross-country  ski  machine,  a 
stationary  bicycle  and  an  Airdyne,  which  is  an  exercycle  with  handlebars 
that  pump.  On  each  machine,  each  person  established  workouts  that  they 
rated  as  fairly  light,  somewhat  hard  and  hard.  ( Continued  on  page  114.) 
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•btain  the  property  report  or  its  equivalent,  required  by  federal  or  state  law,  and  read  it  before  signing  anything.  No  federal 
r  state  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Warning:  The  California  Department  of  Real  Estate 

as  not  inspected,  examined,  or  qualified  this  Offering.  The  Desert  Mountain  Club  is  a  private  facility.  All  golf  courses  are  part  of  The  Desert 
ountain  Club.  Full  golf  memberships  in  The  Desert  Mountain  Club  are  included  in  the  list  price  of  lots  and  homes  purchased  directly  from  Desert  Mountain 
roperties.  Certain  restrictions  apply.  See  Membership  Agreement,  Deferred  Equity  Membership  Plan  and  Club  Bylaws  for  terms,  conditions  and  costs, 
embership  in  the  Master  Association  and  applicable  village  associations  is  mandatory.  Association  fee  structure  is  available  upon  request.  The  complete 
fering  terms  for  the  homeowners  associations  are  in  an  offering  plan  available  from  sponsor.  This  project  is  registered  with  the  New  Jersey 
eal  Estate  Commission  and  the  Massachusetts  Board  of  Registration  of  Real  Estate  Brokers  and  Salesmen.  Registration  does  not  constitute  an 
idorsement  of  merits  or  value  of  the  project.  Obtain  and  read  the  New  Jersey  Public  Offering  Statement  before  signing  anything.  Prices 
lots  and  homes  are  subject  to  change  without  notice.  Void  where  prohibited.  NJREC91/1-103,  NY  H92  0033,  0034,  0035,  0036,  0046, 
)47,  0051,  0052,  0053.  IL-95S-3,  MI-95-101-6438,  MA-92-006/005. 


Good  News 
For  Hamsters 

(Continued  from  page  112.)  Then  the 
researchers  tested  how  hard  the  ef- 
forts really  were  by  measuring  oxy- 
gen consumption,  heart  rate  and  the 
lactate  in  the  blood  (that's  a  waste 
product  of  the  muscles). 

The  treadmill  beat  everything  by 


a  mile,  so  to  speak.  For  an  effort  lev- 
el that  the  volunteers  felt  was  some- 
what hard,  they  burned  700  calo- 
ries per  hour  on  the  treadmill,  627 
on  the  stair  machine,  606  on  the 
rower,  595  on  the  skier,  509  on  the 
Airdyne  and  498  on 
the  bike.  That 
means  that 
in  a  half- 


hour  (and  for  the  same  amount  of 
perceived  sweat)  you'll  burn  off  as 
much  as  an  extra  fudge  brownie's 
worth  of  calories  on  a  treadmill. 

And,  of  course,  if  you  don't  have 
a  treadmill,  this  study  also  shows 
that  just  going  out  and  walking 
does  you  more  good  than 
almost  any  other  form 
of  exercise. 


And  Now,  Some  Very, 
Very  Good  News 

BOSTON — You  always  thought  it  was 
some  cardiologist's  sick  joke:  if  you  had  a 
bad  heart,  you  weren't  supposed  to  have 
sex.  Well,  sprint  for  the  bedroom.  A  new 
study  says  a  heart  patient's  chance  of  an  at- 
tack following  sex  is  only  20  in  a  million. 

James  Muller  and  others  from  Harvard 
Medical  School  talked  to  1,774  men  and 
women  who'd  had  heart  attacks.  Only  79  of 
them  had  had  intercourse  during  the  24 
hours  before  an  attack,  and  only  27  had  got- 
ten it  on  within  two  hours  before.  When 
they  worked  out  all  the  numbers,  the  re- 
searchers found  that  sex  may  have  promp- 
ted an  infarc  in  only  0.9  percent  of  the 
cases.  A  person  who's  had  one  attack  has 
ten  chances  in  a  million  of  having  another 
during  any  given  hour.  (A  healthy,  non- 
smoking 50-year-old  guy  has  one  chance  in 
a  million  per  hour.)  Sex  apparently  doubles 
that  risk  for  two  hours  after  the  act,  but  the 
odds  are  still  in  your  favor. 

Muller  also  points  out  that  even  if  you've 
had  an  infarc,  you  can  knock  your  chances 
of  a  second  one  down  to  those  of  a  healthy 
person  if  you  exercise  regularly. 

And,  who  knows,  regular 
workouts  might  even  boost 
your  performance. 


Thank 
God  For  The 
20th 
Century 

WASHINGTON,  D.C.— 
Prostate  enlarged?  Cook 
that  sucker  away  with 
microwaves!  The  Food 
and  Drug  Administra- 
tion just  approved  the 
Prostatron,  a  device  that 
heats  and  kills  the 
excess  cells  in  the  pros- 
tate, helping  about 
75%  of  men  who  try  it. 

As  you  may  know  all 
too  well,  most  men  over 
50  have  an  enlarged 
prostate  gland,  which 

squeezes  the  urethra — 
the  tube  that  carries 

urine  from  the  bladder. 
You  know  the  signs:  get- 
ting up  at  all  hours  to  uri- 
nate, taking  forever  to 
start,  taking  forever  to 
finish,  never  feeling  like 

you're  finished.  The 
usual  treatments  are 


drugs  ($400  to 
$800  a  year, 
40%  to  75% 
effective)  or 
surgery  (90% 
success,  may 
leave  you 
impotent  and 
incontinent, 
costs  $4,000  to 
$10,000). 
The  microwave 
option  works  as 
well  or  better  than 
drugs,  and  it 
doesn't  have  the  nasty 
side-effects  of  the  surgery. 
It  may  cost  a  few  thou- 
sand dollars.  At  the 
moment,  only  Georgetown 
University  in  Washing- 
ton, Rush  Presbyterian 
Hospital  in  Chicago, 
the  Kidney  Stone  Center 
in  Denver  and  the 
Mayo  Clinics  in 
Rochester,  Minnesota, 
and  Jacksonville,  Florida, 
have  Prostatrons. 

It  works  like  this:  a 
catheter  goes  up  your 
urethra.  At  the  catheter's 
tip,  an  antenna  emits 
microwaves  that  heat  the 
prostate  to  113  degrees 
or  more,  killing  some  of 
the  cells  and  easing 
pressure  on  the  urethra. 
You  and  your  urethra  are 
cooled  by  water  circulat- 
ing in  the  catheter.  The 
manufacturer,  EDAP 
Technomed  Inc.,  says  you 
don't  even  need  anesthe- 
sia. In  fact,  according  to 
their  press  kit,  "The  pro- 
cedure takes  about  one 
hour,  during  which 
the  patient,  lying  on  the 
treatment  table,  can  relax 
or  read."  • 
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quire  both  time  and  skill 


in  their  making. 


,uai  a. 


A  r; 


■  spirit  such  as  Cognac  another. 

From  manufacture  to  the  appreciation  of  the  intrinsic 
qualities  of  each,  the  Dunhill  Aged  Cigar  and  the  finest  Cognacs 
have  much  in  common. 

Both  have  roots  in  the  soil  culminating  in  the  harvest 


~  ensure  the  end  result  consistently  yields  the  highest  standards 
of  quality. 

And  both  are  aged  and  matured  in  wood  to  r*9 
impart  their  unique  and  individual  character. 


A  smnnthness  and  tnellowness  of  taste 


A  smoothness  and  mellowness  of  taste 
is  also  common  to  both,  as  is  a 
subtlety  of  aroma. 

Perhaps  that's  why,  enjoyed  together, 
they  provide  a  perfect  partnership.  * 


Cognac's  highest  appellation  -  The  Grande  Reserve  of  Cigars. 
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STINE  Gs  IN  AN  F-16 


iND  ONLY  THREW  UP  FIVE  TIMES 


commanded  the  B-52  bombers  that  gave  permanent  ner- 
vous tics  to  the  Iraqi  Republican  Guard  during  Desert  Storm. 

For  two  years  in  the  mid-1960s,  General  Beckel  flew 
the  solo  position  with  the  Thunderbirds.  He  has  the  gen- 
tle manner  that  I've  found  in  all  but  one  of  the  numerous 
war  heroes  I've  met.  "If  it's  possible  for  one  man  to  love 
another  man,"  he  tells  me  of  the  Thunderbirds,  "this 
would  be  it."  I  don't  think  he's  spent  much  time  in  New 
York  or  San  Francisco,  but  I  got  his  drift.  The  Thunder- 
birds, eight  pilots  and  130-odd  enlisted  men  and  women, 
are  a  tightly  knit  group. 

He  talked  about  G-forces,  the  phenomenon  that  was 
going  to  be  a  big  part  of  my  day  tomorrow.  G-forces  are 


multiples  of  the  force  of  gravity.  Standing,  walking  or  sit- 
ting normally,  we  are  under  one  G.  We  experience  two 
to  three  Gs  in  the  seat  of  a  747  during  takeoff.  To- 
morrow, in  the  F-16, 1  would  be  "pulling"  up  to  nine  Gs 
Nine  Gs  is  the  normal  operating  limit  of  an  F-16.  Nine 
Gs  is  also  the  point  where  your  average  civilian — sucri 
as  myself — starts  to  black  out.  Astronauts  on  takeoff  gc 
through  up  to  25  Gs,  but  they  are  lying  on  their  backs 
An  F-16  pilot  is  sitting  upright,  and,  if  he  is  pulling  nine 
Gs,  is  usually  in  the  middle  of  a  dogfight,  or  trying  tc 
shake  a  heat-seeking  missile. 

Flying  the  plane  itself,  said  the  general,  isn't  really  aL 
that  hard.  In  the  old  days,  getting  the  aircraft  to  do  whal 
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first  modern  sticks  didn't  move  at  all,  until  the  pilots  de- 
manded that  a  little  play  be  built  into  them,  for  feel. 

"Now  we  have  what's  called  'instantaneous  Gs,'"  said 
the  general.  The  slightest  pressure  on  that  stick  and  the 
pilot  can  find  himself  pulling  the  maximum  nine  Gs  and 
fighting  not  only  the  enemy  but  also  the  draining  of  blood 
from  his  brain.  Pilots  wear  a  G-suit,  outer  leggings  re- 
sembling chaps  that  contain  air  bladders  that  inflate  auto- 
matically under  G  pressure,  squeezing  the  legs  and 
midsection  and  forcing  blood  to  stay  in  the  upper  body. 
But  G-suits  can't  do  all  the  work,  and  if  you  are  not  pre- 
pared for  high  Gs,  you  can  black  out  in  only  three  seconds. 
It  takes  anywhere  from  17  to  45  seconds  fully  to  regain  con- 
sciousness; that's  a  long  time  if  your  nose  is  pointing  to 
the  ground  at  600  miles  per  hour.  It  happened  recently  to 
an  American  pilot,  in  the  Adriatic. 

I  remember  two  other  things  from  that  night:  General 
Beckel  pointing  out  that  the  Thunderbirds  were  formed  in 
1953  to  convince  Americans  that  jet  fighters  were  really 
safe,  despite  the  fact  that  so  many  of  them  were  crashing 
during  the  Korean  War;  and  riding  up  to  my  room  in  the 
elevator  in  Caesars  Palace  with  a  Roman  centurion. 

Nellis  Air  Force  Base  is  a  15-minute  drive 
north  of  Las  Vegas.  There  are  no  centuri- 
ons in  its  elevators,  but  it  is  headquarters  to 
the  Air  Warfare  Center,  which  runs  the  Red 
Flag  exercises  that  simulate  aerial  combat 
between  aggressors  and  defenders.  They  keep  MiGs  and 
other  Soviet  planes  acquired  (one  way  or  another)  here. 
This  is  where  many  of  the  top  combat  pilots  in  the  Air 
Force  come  to  train.  It's  also  home  to  the  U.S.  Air  Force 
Air  Demonstration  Squadron,  known  more  generally  as 
the  Thunderbirds.  It's  a  crisp,  desert  day  punctuated  by 
the  sound  of  screaming  turbofan  engines. 

You  do  not  just  show  up  and  immediately  go  whoosh- 
ing up  into  the  wild  blue  yonder  in  your  F-16,  white  scarf 
whipping  from  your  neck.  First  you  report  to  a  flight  sur- 


IF  YOU  HEAR  THE  PILOT  SAY  "EJECT, 
EJECT,  EJECT,"  YOU'D  BETTER  BE 
OUT  OF  THERE  BY  THE  THIRD  "EJECT, 
UNLESS  YOU  WANT  TO  FLY  SOLO. 


you  wanted  it  to  do  was  a  big  part  of  the  whole  job.  These 
days,  computers  do  most  of  that  work,  leaving  the  pilot 
to  concentrate  on  up  to  125  possible  configurations  of 
guns,  missiles  and  bombs.  The  stick,  which  used  to  be 
between  the  legs,  is  now  off  to  the  right,  leaving  the  left 
hand  to  operate  the  weaponry.  The  stick  itself  barely 
moves — a  mere  eighth  of  an  inch  in  any  direction. 
Pressure  sensors  register  the  slightest  touch.  In  fact,  the 


geon,  in  my  case,  Capt.  Jack  "Harpo"  Shelton,  who  checks 
your  vitals  and  looks  in  your  ears  to  make  sure  that  you 
can  do  the  Valsalva  maneuver  (holding  your  nose  and 
blowing  to  vent  inner-ear  pressure).  The  flight  surgeon 
tells  you,  from  personal  experience,  that  riding  in  the 
backseat  of  an  F-16  can  be  a  "nauseogenic  experience,"  but 
that  there  are  ways  to  compensate:  (1)  don't  look  down 
into  the  cockpit;  (2)  find  the  horizon  and  keep  looking  at 
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it;  (3)  increase  oxygen  flow  through  the  mask  to  100%. 
Most  people,  he  says,  tend  to  get  sick  after  the  acrobat- 
ics because  it's  then  that  the  adrenaline  stops  pumping, 
so — "try  to  keep  excited."  He  reassures  me  that  "less  than 
half  the  people  who  go  up  for  rides  throw  up.  I  ask  him 
if  I  can  take  the  herbal  anti-motion  sickness  tablet  that 
I've  brought  with  me.  (I'd  been  told  not  to  use  patches  or 
traditional  drugs  as  these  would  only  "diminish  the  ex- 
perience.") Fine,  he  says,  can't  hurt. 

Next  comes  the  lecture  about  compensating  for  G- 
forces.  "It's  an  interesting  sensation  the  first  time  you  feel 
it."  I'll  know,  he  says,  if  the  blood  is  draining  from  my  head 


THE  THUNDERBIRDS  WERE 
FORMED  IN  1953  TO  CONVINCE 
AMERICANS  THAT  JET  FIGHTERS 
WERE  ACTUALLY  SAFE. 


when  I  start  to  lose  peripheral  vision.  "It  will  eventually 
narrow  down  to  where  it  looks  like  you're  staring  out 
through  the  opening  in  a  straw."  I  sense  that  this  could  be 
a  real  disadvantage  in  a  dogfight. 

The  solution,  according  to  the  Air  Force  handout  he 
gives  me,  is  "straining  like  you're  having  a  hard  bowel 
movement."  Ah,  the  romance  of  the  wild  blue  yonder.... 
It  occurs  to  me  that  a  hard  bowel  movement  would 
probably  come  very  easily  to  me  in  the  event  I  saw  a  sur- 
face-to-air missile  in  my  rearview  mirror.  At  any  rate, 
the  idea  is  to  tighten  every  muscle  below  the  waist  so  as 
to  give  blood  draining  from  the  upper  body  nowhere  to 
go.  Also,  Captain  Shelton  advises,  fill  your  lungs  to 
three-quarters,  hold  your  breath  for  three  to  four  sec- 
onds, then  very  quickly  inhale  and  exhale,  in  a  sort  of 
bizarre  parody  of  Lamaze  birth  classes.  What  this  does 
is  constrict  the  muscles  and  heart,  thereby  forcing  the 
blood  to  stay  in  the  brain. 

I  practiced  all  this  in  the  car  on  the  way  back  to  the 
Thunderbird  hangar  with  my  escort,  SSgt.  Chuck  Ramey. 
Constricting  my  buns  and  breathing  like  a  porpoise,  in 
combination  with  an  impending  sense  of  dread,  gave  me 
some  insight  into  what  it  might  be  like  to  drive  to  the  de- 
livery room  in  labor.  Leave  it  to  a  '90s  male  to  discern 
similarities  between  childbirth  and  flying  in  a  fighter  jet. 

I  was  now  turned  over  to  a  Life  Support  Specialist.  I 
rejoiced  in  his  title,  and  soon  in  SSgt.  Jeff  Kessler  him- 
self, to  whom  it  falls  to  dress  visiting  backseaters  in  flight 
suit  and  G-suit,  explain  how  to  use  the  parachute,  survival 
harness,  helmet  and  oxygen  mask,  and  generally  to  con- 
dense three  days  of  safety  briefings  into  one  hour. 

This  can  have  an  unintentionally  comic  effect,  as  it  did 
when,  during  the  "Post- Ejection  Procedures"  portion  of 
Sergeant  Kessler's  briefing,  he  described  how  I  must  angle 
myself  when  falling  between  high-voltage  power  lines  (feet 


together,  head  to  one  side;  and  may  you  never  have  to  use 
this  information)  and  how  I  should  then  "be  relaxed"  forj 
the  landing.  "Be  relaxed"  was  item  number  42  or  there- 
abouts on  my  post-ejection  agenda,  starting  with  being 
blasted  out  of  the  cockpit  while  going  hundreds  of  milesj 
an  hour,  possibly  upside  down.  All  the  makings  of  a  bad) 
air  day.  In  my  youth  I  once  jumped  from  a  plane,  and  sa 
I  know  from  experience  how  wretched  a  prospect  it  is,  evenj 
when  done  for  obscure  recreational  reasons. 

I  paid  more  attention  to  Sergeant  Kessler  than  I  did  to( 
any  college  professor,  for  no  college  professor  ever  said  tot 
me,  "The  pilot  will  say  'Eject,  eject,  eject.'  By  the  third) 

'eject,'  he's  going,  sol 
you  might  want  to 
too."  I  felt  a  warm  rush 
of  relief  when  SSgt. 
Kessler  said  that  the 
pilot  has  the  option 
of  ejecting  both  of  us., 
Confident  that  my 
brain — assuming  it  had 
any  blood  left  in  it — 
would  react  hysterically  to  any  syllables  remotely  sounding 
like  "eject,"  I  took  comfort  in  this  datum.  Consolation, 
however,  turned  to  consternation  when  he  began  display- 
ing the  one-man  life  raft  that  would  be  dangling  from  my 
waist  on  the  descent.  "A  raft?"  I  asked.  "In  the  desert?" 

Now  he  showed  me  the  survival  radio,  instructing  me 
that  I  must  turn  off  my  emergency  beacon  before  I 
could  use  the  radio.  Finally  there  was  the  laminated  121 
page  Air  Force  survival  pamphlet.  I  flipped  to  the  last 
two  pages,  which  confirm  the  saying  that  there  are  not 
atheists  in  foxholes: 

WITH  OTHER  SURVIVORS: 

a.  Pray  for  each  other 

b.  Share  scriptures  and  songs 

c.  Appoint  a  chaplain 

d.  Try  to  have  short  worship  services 

e.  Write  down  scriptures,  songs, 
or  liturgies  that  are  remembered 

f.  Encourage  each  other  while 
waiting  for  rescue 

1)  God  loves  you 

2)  Praise  the  Lord 

In  walked  the  Thunderbirds  themselves,  back  from 
their  morning  practice.  In  one  month,  they  would  leave 
for  their  200-day  annual  tour,  during  which  they  give 
about  70  shows.  There  are  eight  pilots,  six  of  whom  per- 
form in  the  show.  The  other  two  are  the  operations  offi- 
cer and  the  advance  pilot/narrator  who  goes  on  ahead  to 
make  arrangements  and  then  narrates  the  shows,  describ- 
ing to  the  crowds  what  it  is  exactly  that  the  Thunderbirds 
are  doing,  other  than  apparently  trying  to  commit  syn- 
chronized suicide  in  front  of  tens  of  thousands  of  people. 

It's  an  interesting  sensation  being  in  a  room  with  eight 
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:ORE  YOU  CELEBRATE.  DESIGNATE. 

end  a  gift  of  Drambuie,  where  legal,  call  1-800-238-4373. 


Made  with  fine  aged  Scotch,  delicate  herbs  and  a  touc  hof  h  eather  honeu. 

T  h  e    Attract  ion    of  Drambuie. 


JUST  BEFORE  TAKEOFF, 
THE  COMMANDER  ASKED 
ME  IF  I  WANTED  SOME 
OF  HIS  CHILI  CON  CARNE. 


Thunderbird  pilots.  When  I  reported  it  later  to  my  wife, 
she  swooned,  "Be  still  my  heart."  The  leader,  Lt.  Col.  Ron 
"Maxi"  Mumm,  makes  Tom  Cruise,  star  of  the  movie  Top 
Gun,  look  like  Pee-Wee  Herman.  The  others,  some  of 
them  veterans  of  Desert  Storm  who  flew  F-117S  and  F-4G 
Wild  Weasels,  were  not  lacking  in  the  stud  department. 

But  then  what  were  you  expecting,  chopped  liver? 
These  men  are  the  cream  of  the  cream,  the  top-gun  per- 
centile of  the  U.S.  Air  Force,  chosen  not  only  for  their 
ability  to  fly  upside  down  on  top  of  each  other  at  400  mph 
but  for  the  image  they  collectively  present.  The  Thunder- 
birds  are  nothing  if  not  Public  Relations.  Seventy-five  per- 
cent of  Air  Force  recruits  say  that  they  have  signed  up 
because  of  the  Thunderbirds.  With  a  yearly  budget  of  $1.9 
million,  roughly  one-tenth  the  cost  of  one  F-16,  that 
makes  the  Thunderbirds  a  fairly  cost-effective  recruitment 
device;  they  don't  even  have  to  take  out  ads  on  late-night 
TV  promising  that  swabbing  decks  is  going  to  be  an  ad- 
venture, not  a  job. 

I  was  introduced  to  my  pilot,  Thunderbird  No.  8,  Capt. 
Daniel  R.  Torweihe,  a  36-year-old,  handsome,  broad- 
faced,  blue-eyed  former  bricklayer  from  Wisconsin, 
looking  quite  knightly  in  red  show  suit,  white  "fram"  ascot 
and  blue  flight  cap.  He  has  a  Disneyland-upbeat  tenor: 
"O-kay,  Chris,  if  you're  ready,  we'll  walk  out  to  the  air- 
craft and  go  flying.  It  looks  like  we're  going  to  have  a  great 
day!"  I  liked  him  immediately,  but  then  you  bond  quickly 
with  someone  who  is  going  to  fly  you  upside  down  at 
nearly  the  speed  of  sound. 

Commander  "Maxi"  Mumm  told  me  that  the  visibil- 
ity was  "hundred  miles-plus"  and,  as  I  was  leaving,  asked 
if  I  wanted  some  of  his  lunch — chili.  I  considered  two  pos- 
sibilities behind  his  off  er  of  spicy  Mexican  food  moments 
before  subjecting  my  stomach  to  nine  times  the  force  of 
gravity:  this  was  either  fighter  jock  sangfroid  or  an  evil 
practical  trick  on  his  colleague,  Capt.  Torweihe.  I  de- 
clined, and  instead  made  one  last  visit  to  the  head,  where 
I  noticed  that  the  autographed  photo  from  the  Navy's  Blue 
Angels  flying  team  hangs  over  the  urinal. 

Tom  Wolfe  wrote  in  The  Right  Stuff 'that  the  astro- 
nauts, just  before  blasting  off  from  Cape  Canaveral,  would 
utter  the  silent  prayer:  "Oh  Lord,  don't  let  me  f —  up."  I 
made  my  own  prayer  into  the  bathroom  mirror:  "Oh  Lord, 
don't  let  me  throw  up." 

We  walked  out  onto  the  apron,  where  nine 
Thunderbird  F-i6s  sat  gleaming  in  the  sunlight,  cockpit 
canopies  up  like  broken  shotgun  breeches.  Two  F-117 


stealth  fighter/bombers  were  in  the  line  on 
planes  next  to  ours,  looking  like  high-tech  bats. 
I  asked,  "What's  it  like  to  fly  one  of  those?" 
Dan  shrugged,  "It's  really  just  a  bomber.  "There 
isn't  much  aesthetic  grace  to  an  F-117,  only 
low-hung,  black  malevolence,  whereas  the  F-^ 
16  Fighting  Falcon  has  the  sleek,  sporty  lines  od 
a  Ferrari.  Paint  it  military  gray  and  fit  it  outj 
with  AIM-9  Sidewinder  missiles  and  MK-82 
Snakeye  500-pound  bombs  and  you  have  a 
Tom  Clancy  wet  dream.  In  sparkly  red,  white  and  blue 
Thunderbird  colors,  it  almost  smiles  at  you. 

We  walked  past  nine  planes,  over  a  quarter-billion 
dollars  worth  of  aircraft,  to  Thunderbird  Number  Fight 
Two  very  friendly,  upbeat  crew  chiefs  named  T-Bonej 
and  Mike  helped  to  strap  me  tightly  in  and  connected 
my  oxygen  mask  and  parachute  harness.  Whatever  else! 
comes  of  this,  I  thought,  I  will  never  again  feel  scrunched 
in  economy  class.  T-Bone  pointed  out  the  switch  to  thej 
cockpit  video  camera  mounted  on  the  dashboard,  pre 
sumably  so  that  I  could  turn  it  off  while  I  threw  up.  Jus! 
before  the  canopy  closed  down,  sealing  me  inside  mv 
snug  metallic  cocoon,  Mike  stuck  two  small  plastic  bag 
into  my  G-suit  at  either  knee.  "You  won't  be  needing 
these,"  he  grinned  illogically. 

Capt.  Dan  was  now  in  his  front  seat,  though  I  coulc 
only  see  the  top  of  his  red  helmet  over  the  headrest 
"How're  we  doing?"  he  asked  over  the  intercom.  I  was 
breathing  through  my  oxygen  mask  like  Darth  Vader. 

He  started  the  engine,  a  low  whine  that  steadily  built 
making  the  cockpit  needles  quiver  and  the  people  on  the 
tarmac  cover  their  ears.  A  word  about  this  FW100  Pratt  & 
Whitney  220  turbofan  engine:  it  produces  25,000  poundi 
of  thrust.  We  would  weigh  23,000  pounds  on  takeoff 
Craning  my  head  to  one  side,  I  could  barely  make  out  the 
wings.  The  wingspan  is  only  32  feet. 

Over  my  amplified  breathing  I  could  hear  Dan  reques' 
a  "straight  climb  to  16,000"  feet  from  Nellis  Control 
During  the  preflight  briefing  he  had  told  me  that  we 
would  take  off  and  then  accelerate  to  400  knots,  and  ther 
climb  vertically,  straight  up,  to  16,000  in  about  eight  secj 
onds.  Nellis  is  at  about  2,000  feet  above  sea  level,  so  oul 
rate  of  climb  would  be  1,700  feet  per  second.  The  Empire 
State  Building  is  1,472  feet.  This  is  a  rapid  way  of  getting 
to  16,000  feet. 

"O-kay,  Chris,  if  you're  ready,  we'll  be  taking  off 
Here  we  go." 

I'd  be  dishonest  if  I  said  that  I  remembered  much  of  it 
but  reconstructing:  we  lifted  50  or  so  feet  off  the  runway  a 
150  knots.  Dan  increased  speed.  "O-kay,  now  I'm  goin£ 
to  add  the  afterburners...."  I  do  remember  an  amazing 
sensation  of  speed  and  being  shoved  back  into  the  seat 

We  increased  speed  to  450  miles  an  hour.  (Big  com- 
mercial jets  take  off  at  about  130.)  I  think  I  remember  an 
other  hearty  uO-kay"  from  the  front,  but  then  my  work 
went  weird.  I  recall  that  it  became  suddenly  very  eerih 
quiet  inside.  How  they  manage  that,  I  don't  know,  sinci 
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being  anywhere  near  one  of  these  birds  on  takeoff  will 
leave  you  saying  "Beg  pardon?"  for  the  rest  of  your  life.  I 
suppose  Mr.  Doppler  has  something  to  do  with  it.  Either 
way,  I  remember  no  sound,  only  a  vise  squeezing  every- 
thing below  my  waist.  The  G-suit  had  automatically  in- 
flated to  compensate  for  the  four  Gs  of  our  vertical  ascent. 

The  video  records  that  I  turned  my  head  to  the  side, 
but  I  have  no  memory  of  that,  only  of  Dan's  reassuring 
voice  saying,  with  wonder  in  it,  "Seven  thousand,  ten 
thousand... O-kay,  leveling  off  at  15,500  feet,"  at  which 
point  I  found  myself  looking  up  through  the  canopy  at 
Nellis  Air  Force  Base,  three  miles  below.  We  were  upside 
down.  Nice  touch. 

"How'd  you  like  that?" 

I  wish  I  could  report  that  I  said  something  more  inter- 
esting than,  "Wow,"  but  it's  all  on  video.  I  did  have  the 
presence  of  mind,  at  least,  to  ask  where  the  drinks  cart  was. 
And  the  sense  to  reach  back  and  toggle  myself  some  100% 
pure  oxygen,  as  my  stomach  was  telling  me,  "I  don't  think 
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KAY"  HE  SAID.  "NOW  I'M  GOING 
TO  ADD  THE  AFTERBURNERS." 


WE  CLIMBED  1,700  FEET  PER  SECOND. 


we're  in  Kansas  anymore,  Toto." 

"Okay,  Chris,  we'll  fly  about  40  miles  to  the  northwest, 
and  then  I'll  turn  the  aircraft  over  to  you." 

I  liked  the  just-flying-straight  for  40  miles  part,  though 
I  wasn't  at  all  sure  about  the  taking-over-the-aircraft  part. 
We  were  now  going  about  400  mph.  There  was  no  sense 
of  speed,  other  than  the  airspeed  indicator.  And,  come  to 
think  of  it,  the  clouds  that  were  going  by  sort  of  briskly. 

We  did  our  40  miles  in  no  time  and  were  now  over  a 
much-practice-bombed  quadrant  of  the  Nevada  desert 
called  Indian  Springs.  It  was  here,  in  January  1982,  that  the 
Thunderbirds  suffered  their  worst  disaster:  four  T-38S  fly- 
ing the  "line  abreast"  formation  did  a  loop  and  crashed  into 
the  ground.  The  four  scorch  marks  in  the  desert  floor  were 
eerily  symmetrical.  The  reconstruction  revealed  that  the 
stabilizer — the  part  of  the  tail  that  keeps  an  aircraft  flying 
steadily — on  the  lead  pilot's  plane  had  jammed,  so  that  in- 
stead of  coming  out  of  the  loop,  the  equivalent  of  a  back- 
flip  off  a  diving  board,  he  went  into  the  ground  at  478  mph. 
The  other  three  pilots,  eyes  trained  to  stay  on  the  next 
man,  followed  him  into  the  ground.  A  total  of  18 
Thunderbirds  have  been  killed  since  1953. 

"Okay,  Chris,  I'm  going  to  do  an  aileron  roll  now." 

We  rolled  upside  down  and  over.  All  very  smooth 
and  effortless. 

"All  right,  you  have  the  aircraft." 

I  used  to  fly  a  Piper  Cherokee,  which  is  to  an  F-16  what 
a  bumble  bee  is  to  a  falcon.  I  remember  struggling  with 
the  trim  tab  to  get  the  wheel  so  that  I  didn't  have  to  push 


it  or  pull  it  to  fly  straight-and-level.  I  took  the  stick  in  rmi 
right  hand  and  nudged  it  to  the  left,  imperceptibly,  ever  so) 
cautiously.  Immediately  we  were  upside  down. 

"Fan-tastic!"  said  Dan,  as  if  I  had  performed  brilliantlyj 
This  is  simply  Thunderbird  politesse.  Another  nudge  and 
we  were  right  side  up  again. 
"Ready  for  a  loop?" 
It  would  be  nice  to  report  that  I  was  indeed  avid  for  a| 
loop,  but  the  truth  is  I  was  avid  for  something  else,  t 
turned  off  the  camera,  not  wanting  this  moment  to  became 
a  permanent  part  of  the  record.  Here  I  had  a  fleeting  mo- 
ment of  panic  wondering  if  I  would  be  able  to  remove  my 
oxygen  mask  in  time.  This  is  essential  to  the  operation  1 
was  about  to  undertake,  unless  you  want  to  fill  your  lungs 
with  breakfast.  (I'm  told  this  is  medically  undesirable.)  It! 
came  off — Praise  the  Lord — in  one  swoop.  I  hoped  the 
intercom  would  not  be  too  unpleasant  for  poor  Capt.  Dan. 
So  much  for  homeopathic  anti-motion  sickness  remedies. 
I  felt  much  better  afterwards,  despite  the  sweat  that 
was  pouring  off  my  face  and  collect 
ing  like  a  puddle  inside  the  oxygen 
mask.  I  was  ready,  more  or  less,  to( 
do  the  loop. 

"Okay,"  said  Dan,  "let's  add  the 
smoke...."  The  smoke  trail  allowsl 
you  to  see  how  round  a  loop  you  have 
done.  My  G-suit  inflated  and  j 
strained  and  grunted  against  four  Gs 
All  in  all,  it  feels  as  though  an  extremely  fat  person  hasi 
suddenly  plumped  down  onto  your  lap.  At  the  apex  of  the 
loop  there  was  a  confusing  moment  of  upside-down  five 
Gs — if  I've  got  this  right — weightlessness,  essentially,  fol- 
lowed by  decidedly  positive  Gs  as  we  came  out  of  the  loop 
into  our  own  smoke  trail.  That  part  of  it  was  cool.  But  now 
it  was  time  again  to  avail  myself  of  the  baggie  at  my  knee 
"How  we  doing?"  Dan  asked.  After  listening  to  my  im- 
itation of  a  distressed  walrus,  he  said  solicitously,  "Re- 
member, we're  up  here  to  have  fun,  so  we  can  do  as  much 
or  as  little  as  you  want.  If  you  want,  we  can  just  da 
some  sight-seeing." 

If  it  is  possible,  as  the  general  would  say,  for  one  man  to 
love  another  man,  that  was  the  moment;  but  merely  to 
sightsee  would  have  been  like  taking  a  Ferrari  out  on  the 
track  and  driving  around  it  at  55  mph. 

We  did  a  vertical  roll.  I  can  report  that  this  was  the 
most  nauseogenic  of  our  maneuvers.  Indeed,  watching  the 
videotape  of  it  on  my  bed  a  few  minutes  ago  made  me 
blanch  anew  and  my  scalp  tingle  with  sweat.  First  we 
dropped  down  to  about  a  thousand  feet  off  the  ground, 
then  it  was  back  on  the  throttle  and  vertically  up,  up,  up 
for  many  thousands  of  feet,  only  this  time  rotating  360  de- 
grees three  times. 
"How  was  that?" 

"Great,"  I  gasped.  After  availing  myself  of  the  baggie 
for  the  third  time,  I  declined  Dan's  kind  offer  of  per- 
forming another  vertical  roll  myself.  Instead  we  did  a 
zero-G  maneuver:  a  brief  parabola  at  the  apex  of  which 
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I'ou  become  weightless.  Dan  instructed  me  beforehand 
jo  remove  a  glove.  The  video  shows  the  glove  levitating 
Iff  my  lap,  bouncing  off  the  canopy.  He  said  that  on 
iong,  boring  flights,  pilots  sometimes  play  a  little  game 
khere  the  front-seater  sips  some  water  and  does  the 
barabola,  then  spits  it  out  and  with  the  stick  guides  the 
juspended  droplet,  quivering  in  the  air  like  a  silvery  ball 
\){  mercury,  backward  until  it  plops  down  onto  the  lap 
j&f  the  guy  in  the  back  seat.  I  don't  think  they  do  this 
tvhile  bombing  Baghdad. 

We  did  something  called  an  eight-point  roll,  a  360-de- 
rree  rotation  in  eight,  jerky  installments.  "One-"  jerk 
[two-"  jerk  "three-"  jerk....  My  own  eight-point  roll  was 
considerably  less  fluid  than  Dan's. 


It  was  now  time  for  the  thing  I  was  frankly  not  look- 
ng  forward  to,  the  nine-G  turn.  Dan  kept  politely  insist- 
ng  that  we  did  not  have  to  do  nine  Gs,  but  I  had  read 
:nough  about  the  Thunderbirds  to  know  that  "orientation 
Hers"  such  as  my  sad-ass  self  are  divided  into  two  kinds, 
hose  who  do  nine-G  turns,  and  those  who  do  not. 

Dan's  tone  of  voice  became  slightly  more  businesslike, 
nstructing  me  to  tense  all  my  muscles  and  hold  my 
>reath,  put  my  hands  on  my  lap,  keep  my  spine  straight 
md  head  back.  I  recall  thinking  that  it  can't  be  possible  to 
hrow  up  during  a  nine-G  maneuver,  since  everything  is 
>ressing  down. 

"Okay,  I'll  put  the  nose  down  now  so  we'll  gain  some 
peed. .  .add  the  afterburners."  I  felt  a  surge  forward  as  the 
7-i6  accelerated  to  .85  Mach,  or  550  knots. 

"Okay,  Chris,  are  you  ready?" 

"Uh  hunf."  I  was  already  tensed  to  the  consistency 
)f  granite. 

"Okay,  here  we  gooooo  "  We  were  sideways  to  the 

ground  now.  Dan  pulled  back  hard  on  the  stick  and  we 
vent  into  a  tight  turn. 

The  G-suit  inflated  to  the  maximum.  My  hands 
)ressed  down  onto  my  crotch.  A  crushingly  heavy  weight 
)ushed  down  on  my  body.  My  helmet  was  nailed  to  the 
leadrest.  I  was  aware  of  a  slight  shuddering.  The  video 
;hows  the  wings  shaking.  Somewhere  a  voice  I  did  not  rec- 
ognize said,  "Bingo,  bingo!"  Dan  later  explained  that  this 
vas  a  fuel-warning  device  he  had  preset.  At  cruising  speed, 
:he  F-16  carries  enough  fuel  to  stay  aloft  for  two  hours  and 
:en  minutes.  With  the  afterburners  on,  it  will  use  up  all 
ts  fuel  in  15  minutes,  which  pretty  much  limits  the  num- 
ber of  nine-G  turns  you  can  do  while  dogfighting  over 


enemy  territory.  In  one  hour  and  ten  minutes  of  flying,  we 
used  two  and  a  half  tons  of  fuel. 

But  now  I  was  aware  of  Dan's  voice  again  

"...Seven... eight... there  it  is,  nine!" 

'We  did  it?" 

"You  sure  did!"  I  appreciated  the  "you,"  even  if  all  I 
had  done  was  to  strain  through  the  bowel  movement 
from  hell.  But  there  it  is  on  the  video  of  the  Heads  Up 
Display,  the  pilot's  TelePrompTer-like  screen  that  dis- 
plays all  his  instruments,  a  little  digital  "9.1"  resting  in 
the  lower  left-hand  corner. 

The  entire  turn  had  lasted  five  seconds.  I  had  not 
blacked  out,  or  even  lost  any  peripheral  vision:  my  soli- 
tary, pathetic  moment  of  triumph  that  morning.  I  don't 

think  I  could  have  lasted 
another  two  seconds  with- 
out blacking  out.  During 
their  aerial  shows,  the 
Thunderbirds  execute  a 
seven-G  turn  lasting  eigh- 
teen seconds,  at  150  feet 
above  the  ground.  No 
margin  of  error  for  black- 
ing out  in  that  situation. 
That  is  why  Thunderbirds 
tend  to  be  in  their  early  thirties  and  possessed  of  great 
physical  strength. 

The  audio  portion  of  the  video  records  a  high-pitched 
whine  as  we  came  out  of  the  turn.  I  think  that  was  me. 
The  camera  shows  me  looking  pale,  but  giving  two  wan 
thumbs-up.  Then  I  turned  it  off,  not  wanting  my  me- 
mento of  the  day  to  show  the  gastrointestinal  after- 
effects of  nine  Gs. 

We  did  a  victory  lap  over  Hoover  Dam.  Just  before 
landing,  Dan  did  two  tight  three-G  turns  to  shed  airspeed, 
but  by  now  they  hardly  amounted  to  shucks,  and  then  we 
were  on  the  ground.  The  canopy  was  lifting,  fresh,  desert 
air  filling  the  cockpit.  I  came  down  the  ladder  slowly,  stood 
wobbily  beside  Dan  for  a  photo  while  he  pinned  a  Nine 
G  button  on  my  flight  suit.  Then  I  crawled  to  the  Life 
Support  Room  where  I  availed  myself  of  a  trash  basket  in 
the  corner.  We  did  the  debriefing,  watching  the  video, 
Dan  sitting  beside  me  hungrily  eating  an  aromatic  nitrite- 
red  wiener  with  chili. 

The  nine-G  turn  doesn't  look  like  much  on  the  video. 
All  you  see  is  a  shifting  of  sunlight  and  a  dark-visored  fig- 
ure crushed  inert  in  his  seat.  The  only  sound  is  the  loud, 
three-second  exhalations,  the  strange  "Bingo,  bingo!"  and 
a  high-pitched  whine  that  might  have  been  the  last  of  my 
air  being  crowbarred  out  of  my  lungs.  I  was  so  exhausted 
that  I  had  to  make  a  conscious  effort  to  stay  awake  in  the 
debriefing  room,  even  though  I  was  watching  a  video  of 
myself  in  the  cockpit  of  a  fighter  plane.  There  was  insight 
in  this  fatigue.  This  is  how  they  will  feel,  a  lifetime  of  din- 
ner guests  glancing  frantically  at  each  other:  Oh  God,  here 
it  comes,  his  Thunderbirds  video.  Tell  him  we  have  a  babysit- 
ter and  have  to  get  home.  • 
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WHAT  HAPPENED  TO  ALL  THOSE  STATUES  OF 

DEPOSED  COMMUNIST  DICTATORS?  THEY 
LANDED  IN  HARLAN  CROW'S  VICTORY  GARDEN 


or  the  briefest  of  moments,  Harlan  Crow  looks  a 
trifle  sheepish.  "There  is  an  ex-governor  of  Texas 
living  nearby  who  is  really  conservative.  I'm  not 
sure  how  pleased  he'd  be  if  he  knew  what  I  was 
doing  back  here." 
A  wry  smile  follows,  betraying  a  suspicion  that  the  good 
overnor  is  already  well  aware  of  the  Commies  lurking 
/ithin  mortar  range  of  his  hibiscus,  and  is  laying  in  pro- 
isions  for  a  siege. 

How,  after  all,  could  he  have  missed  them?  When  Crow 
rected  an  immense  statue  of  Lenin  in  the  garden  of  his 
)allas  mansion  four  years  ago,  it  took  a  crane  30  stories 
Ligh  to  lower  him  in.  He  stands  there  still,  all  18  feet  and 
ight  tons  of  him,  a  monumental  figure  in  a  green  glade, 
hitching  a  copy  of  Das  Kapital  to  his  bronzed  bosom. 

This  version  of  the  old  Bolshevik  first  saw  the  light  in 
970,  cast  to  commemorate  the  100th  anniversary  of  his 
irth.  He  was  presented  with  suitable  fanfare  to  Eduard 


Castro  stumps  for  Shevardnadze  in  1972,  the  year  he 
his  party's father,  became  Communist  Party  boss  in 
Lenin  (/eft);  Georgia,  and  erected  in  his  hometown 

Stalin  and  Mao  of  Lanchkhuti.  History,  no  respecter 
check  the  obits  for  of  reputations,  ensured  that  their  paths 
names  of  former  then  diverged.  Shevardnadze  mount- 
comrades  (above).  ed  the  podium  to  become  president  of 
independent  Georgia.  Lenin  fell  off  it, 
hurled  to  the  ground  by  the  townsfolk  of  Lanchkhuti  in 
the  first  joyful  paroxysm  of  their  liberation. 

It  is  the  kind  of  story  Harlan  Crow  delights  in,  and  that 
helps  explain  what  might  otherwise  be  considered  a  some- 
what eccentric  hobby.  For  Lenin  is  not  the  only  revolu- 
tionary in  Crow's  garden  sanctuary.  Ranged  about  him  is 
a  sculpted  gallery  of  Communism's  great  dictators,  many 
of  whom,  like  Lenin,  had  to  be  hoisted  gasping  out  of  the 
mud,  along  with  a  sprinkling  of  other  worthies. 

Here  stand  the  great  and  the  good,  the  not-so-good  and 
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he  perfectly  chilling.  Castro  casts  a  marbled  eye  over 
£ngels.  Engels  glances  warily  over  at  Mao.  Czech  dictator 
Clement  Gottwald  stands  alone  in  a  small  grove,  the 
:>lood-red  paint  still  as  fresh  on  his  hands  as  if  daubed  on 
yesterday.  Churchill  harrumphs  silently  in  another  corner 
)f  the  garden. 

Stalin  is  there  too,  wearing  an  expression  that  could 
Dnly  be  described  as  stony  and  positioned,  with  due  regard 
:or  the  historical  verities,  within  a  dagger's  throw  of 
Vladimir  Ilyich's  back.  If  he  could  smile,  he  would  prob- 
ably snarl. 

An  engaging  man  whose  silver  hair  belies  a  youthful 
race,  Harlan  Crow  is 
:he  mirror  of  the  large 
louse  he  inhabits,  com- 
fortably furnished  with- 
out being  overly  grand. 
Son  of  real  estate  mogul 
rrammell  Crow,  he  is 
m  ardent  collector  of 
sculpture  and  historical 
capers.  And  in  a  room 
lung  with  Churchill's 
vatercolors  and  lined 
vith  books  from  the 
ibraries  of  Napoleon 
ind  Mary  Todd  Lincoln, 
ie  takes  pains  to  stress 
:hat  his  garden  of  fallen 
dols  is  but  "a  small,  re- 
rent  and  minor  interest 
n  a  long-running  in- 
volvement with  sculp- 
:ure  and  statues." 

He  should  not  be  so 
:oy.  As  he  says  himself: 
'This  is  history,  and  it 
s  history  that  is  chang- 
ng  before  our  eyes.  Ev- 
iry  one  of  these  statues 
las  its  own  story.  Any- 
one whose  brain  is  work- 
ng  would  find  them  interesting." 

Crow's  interest  began  in  1979,  "when  Rhodesia  became 
Zimbabwe.  In  the  back  of  my  mind  I  have  a  picture  of 
Zec'il  Rhodes  being  pulled  down.  I  thought  then  how  sad 
t  was  that  that  stuff  might  not  be  preserved."  It  took  a 
:hance  meeting  in  1990  at  a  Dallas  exhibition  on  the  Berlin 
^Vall  to  transform  sentiment  into  action. 

Tie  Sosnowski,  the  tall,  loose-limbed  Texan  who  had 
organized  the  exhibition,  was  then  23.  A  history  gradu- 
ate, he  was  skeptical  enough  of  authorized  truths,  and 
ond  enough  of  the  chase,  to  want  to  verify  his  facts  first- 
land.  He  sped  to  Berlin  as  the  Wall  came  crashing 
down.  He  was  in  Moscow  to  witness  the  defeat  of  the 
:oup  against  Gorbachev.  And  he  bluffed  his  way  into 


Soviet-controlled  Kabul,  and  then  into  Kurdish  north- 
ern  Iraq  during  the  Gulf  War. 

It  was  before  that  Moscow  trip  in  August  1991  that  the 
two  men  came  to  an  arrangement.  "I  suggested,  'How 
about  we  bring  back  some  things,'"  says  Tie.  "He  said, 
'Let's  do  it.'  It  was  a  30-second  conversation."  Tie  bought 
Lenin  for  Harlan  that  November.  But  it  was  not  until  the 
following  March,  with  the  bullets  flying  and  Georgia  near- 
paralyzed  by  civil  war,  that  he  was  able  to  get  him  out.  It 
caused  quite  a  stir  in  Lanchkhuti. 

"We  rented  a  huge  Aeroflot  helicopter,  but  when  we 
flew  over  the  town,  the  people  thought  they  were  being 

attacked.  We  had  to  get 


This  1953  Stalin,  above,  lay  buried  beneath  a  Soviet  park  for 
40 years  before  Crow  snapped  him  up.  At  /eft:  Klement  Gottwald, 
Czechoslovakia's  first  Communist  dictator,  caught  red-handed. 


on  a  mike  and  announce 
that  we  were  only  there 
for  the  statue."  The  towns- 
people, not  surprisingly, 


given  the  risks  involved 
and  their  low  opinion  of 
the  bronze  giant  still  ly- 
ing in  the  Lanchkhuti 
dust,  were  incredulous. 

It  was  a  reaction  that 
Sosnowski  would  come 
to  recognize  in  the  years 
that  followed.  He  saw  it 
again  in  the  KGB  build- 
ing opposite  the  Krem- 
lin, when  he  walked  in 
off  the  street  and  offered 
to  buy  the  bust  of  Feliks 
Dzerzhinsky,  the  grim 
founder  of  the  NKVD 
(forerunner  of  the  KGB), 
standing  in  the  hall. 
Dzerzhinsky,  too,  is  now 
a  resident  of  Dallas.  It 
doesn't  seem  to  have 
cheered  him  up  any. 

High  prices  and  pushy 
salesmen  are  an  occupa- 
tional hazard  in  this  busi- 
ness, particularly  in  Eastern  Europe,  where  as  Tie  says, 
"They  either  think  their  artists  are  the  best  in  the  world 
or  that  all  Americans  are  millionaires." 

But  Western  Europe  is  not  immune,  either:  he  found  it 
easier  to  cut  a  deal  for  a  statue  of  Mussolini  than  to  pry 
himself  away  from  its  seller,  who  was  also  peddling  II 
Duce's  military  unif  orm.  "He  insisted  that  if  Madonna's 
dress  went  for  $40,000,  Mussolini's  uniform  was  worth 
$100,000.  He  had  his  pajamas  there  too,  but  he  wouldn't 
sell  them.  He  said  they  were  too  valuable." 

Even  if  tempted,  Crow  and  Sosnowski  would  not  have 
bitten:  they  buy  only  statuary,  in  part  because  it  is  diffi- 
cult to  fake.  The  East  European  mafia  also  has  a  nice  line 
selling  looted  national  treasures — no  one  east  of  the  Elbe 
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would  see  Lenin  or  Stalin  in  quite  those  terms — and  it  is 
a  business  they  want  no  part  of.  Mussolini's  uniform  is  still 
available,  if  not  his  pajamas. 

What  they  are  also  looking  for  are  one-of-a-kind  ob- 
jects with  stories  that  sing.  The  two  Stalins  in  Harlan's 
garden  qualify  on  both 
counts,  in  part  because  so 
many  representations  of 
the  moustachioed  mon- 
ster were  destroyed  after 
his  death,  as  if  to  erase  all 
prompts  to  memory. 

The  first,  a  bust  by  the 
celebrated  sculptor  Sergei 
Merkurov,  was  buried  in 
a  park  for  40  years  in  a 
successful  bid  to  save  it. 
As  for  the  second,  Tie 
says,  "The  Russians  have 
five  or  six  huge  ware- 
houses that  are  like  some- 
thing out  of  Indiana 
Jones,"  filled  with  objets 
d'art.  "I  was  wandering 
through  one  of  them  and 
I  saw  this  little  statue 
covered  in  dust  and  I 
blew  on  it.  It  was  amaz- 
ing: a  statue  of  Stalin  and 
Mao  made  in  1953,  just 
before  Stalin  died." 

If  Sosnowski's  eyes 
light  up  at  the  memory, 
he  is  all  but  incandescent 
when  it  comes  to  the 
marble  bust  of  Castro — 
the  only  one  in  existence, 
he  says — that  he  bought, 
along  with  the  clay  mold 
signed  by  Fidel,  from  its  Russian  sculptor,  Lev  Kerbel.  But 
he  walks  with  studied  determination  past  the  rest  of 
Crow's  little  Cuban  haul. 

It  includes  a  bust  of  Che  and  a  plaque  that  once  stood 
in  Santiago  de  Cuba,  in  the  area  where  "the  international- 
ist Soviet  troops"  of  "the  anti-aircraft  group  DVINA-C- 
75"  were  stationed  during  the  1962  missile  crisis.  "I  had 
nothing  to  do  with  those,"  is  all  he  will  say,  with  a  look 
half-rueful,  half-relieved. 

Not  that  Sosnowski  is  afraid  to  stick  his  neck  out. 
Among  his  credos:  "The  more  difficult  and  dangerous  the 
project,  the  more  interesting  it  is."  He  had  no  qualms 
about  traveling  to  former  Yugoslavia  last  summer  in  search 
of  two  statues.  The  first,  a  Tito  located  in  his  birthplace  of 
Kumrovec  in  Croatia,  was  unavailable.  The  second  proved 
more  difficult.  The  only  bust  extant  of  Gavrilo  Princip, 
the  Serbian  nationalist  whose  assassination  of  Archduke 


Ferdinand  sparked  World  War  I,  was  in  a  Sarajevo  mu| 
seum  built  on  the  site  of  the  shooting.  When  Sosnowski 
went  after  it,  it  was  on  the  front  line  of  the  war. 

Crow  and  Sosnowski  wanted  it  because,  as  Tie  says,  "l| 
brings  the  whole  thing  together,  the  roots  of  the  conflict.1 
HBMH  He  was  in  Sarajevo  long 
enough,  negotiating  tha 
purchase  with  the  govern] 
ment  and  safe  passage 
from  everybody  else,  thai 
he  got  to  know  military 
leaders  on  all  sides.  The]) 
too  were  incredulous 
"Nobody  could  believe 
was  risking  my  life  for  a 
statue.  They  all  thought 
was  CIA.  Hell,  even  m\ 
father  thinks  I'm  CIA." 

Sosnowski  says  i 
didn't  prevent  him  froni 
being  arrested  three  times, 
barely  escaping  a  Serb  jat 
term.  Nor,  when  he  fi« 
nally  went  in  to  get  the 
statue,  did  it  prevent  the 
Serbs  from  cheerfully  lob- 
bing anti-aircraft  shells  al 
his  Volkswagen  van  as  i 
careened  down  the  same 
exposed  road  on  Mount 
Igman  where  three  U.S 
diplomats  would  die  the 
following  month.  But  ha 
made  it  in  and  he  made  il 
out  again.  Gavrilo  Prin- 
cip now  lies  in  pieces  on  a 
flagstone  in  Dallas,  readj 
for  reassembly. 

Sosnowski  says  ofter 
that  his  real  love  is  business,  that  on  all  these  forays  into 
history,  he  is  always  on  the  lookout  for  opportunities  in 
the  emerging  markets  of  the  East,  and  that  he'll  eventu- 
ally tire  of  the  adventuring  and  get  on  with  real  life.  Bui 
in  the  next  breath,  he  is  discussing  a  new  Far  East  expe- 
dition— "I've  got  to  get  a  better  Ho  Chi  Minh."  Anc 
when  Crow  confides  to  him  eagerly,  as  we  are  leaving  tc 
tour  the  magnificent  garden,  that  "I've  got  an  idea  foj 
something.  We'll  talk  about  it  later,"  all  other  thoughts 
seem  banished. 

I  don't  know  where  we  are  going  with  this,"  Sosnowsk 
will  say  later.  "Neither  does  he.  That's  why  it's  fun."  Ha 
pauses  a  moment,  a  smile  spreading  across  his  open  face: 
"I  wonder  what  he's  thinking  of  now."  • 

A  bust  of  writer  Jo  hn  McLaughlin  will  one  day  soot 
grace  McSor ley's  Pub  in  New  York  City. 


"I've got  to  get  a  better  Ho  Chi  Minh,  "sighs  Tie  Sosnowski.  Mean- 
time, this  one  continues  to  stand  guard  over — what  else? — a  trail. 
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FY  I 


T  ft  er  One  Night  At  The  Sherry-Netherland, 
You '11  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 


came  from.  Some  have 
marble  bathrooms,  hand- 
oomed  French  carpets, 
crystal  chandeliers. 
L     We  even  have  a  library. 
I  Ask  for  a  book  or  a  movie. 
It  will  be  in  your  room  in 
1    minutes.  And  we  have  the  best 


because  there's  nothing  like  The  'raJyyjjfM 
Sherry-Netherland.  Instead  of  the     ^*^||L^^  '*     l°cati°n  m  New  York.  Across 

from  Central  Park,  a  few  steps 
'f^^p^  |||     from  Bergdorf  Goodman,  Tiffany, 
and  F.A.O.  Schwarz  —  and 

ROMAN-GRECO  VASE 

in  one  of  our  suites    j ust  a  short  walk  to 


AND-PAINTED 
ALIAN  RENAISSANCE 
ANELED  ELEVATORS 


usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


HARRY  CIPRIANI'S 
RESTAURANT 
c  >   SERVES  YOU  IN 

THEIR  DINING  R00M- 
OR  IN  YOUR  SUITE 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who  v 
live  there. 

It's  their  place  in  town.  1^ 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

C7ie  SH€RRY-N€TH€RIAND 

Your  Place  In  Town 


The 

Sero 

By  William  F.  Allman 


an  who  usually  wins  the  election,  but  for  the  best 
get  inside  a  candidate's  head.  Literally 


efore  you  step  into  the  voting  booth  this  fall,  you  might  pause  to  re- 
flect on  recent  events  that  transpired  in  a  certain  monkey  compound 
at  the  University  of  California  at  Los  Angeles.  There,  groups  of  six 
monkeys,  three  male  and  three  female,  were  housed  together  in  a  cage. 
As  with  many  primate  species,  in  each  group  one  of  the  three  males 
had  attained  a  position  of  dominance  over  the  other  males.  Scientists 
then  removed  this  alpha  male  from  the  cage,  allowing  the  other  two 
to  duke  it  out  over  the  top  spot.  The  researchers  supplied  a  slight  wrin- 
kle, however:  in  some  cases,  they  gave  one  of  the  two  remaining  mon- 
keys a  dose  of  a  substance  that  increases  the  level  of  a  brain  chemical 
known  as  serotonin  (the  same  effect,  incidentally,  that  is  accomplished 
by  the  drug  Prozac).  In  each  instance,  the  monkey  who  got  the  booster 
shot  became  the  top  banana.  Every  time. 

While  the  findings  may  not  quite  be  cause  for  Bill  Clinton  or  Bob 
Dole  to  rush  out  to  their  local  apothecary  to  stock  up  on  mood  bright- 
eners,  it  does  suggest  that  beneath  the  reams  of  historical  analysis, 
leadership-school  programs  and  self-help  books  there  is  a  kernel  of 
basic  biology  and  psychology  behind  what  makes  leaders  able  to 
lead — and  the  rest  of  us  to  follow.  It's  unknown  whether  Bill  Clinton 
or  Bob  Dole  has  the  higher  serotonin  level  (perhaps  this  will  one  day 
be  part  of  a  candidate's  political  profile,  along  with  public  disclosure 


of  tax  records — leading  to  a  new  line 
of  sloganeering  along  the  lines  of 
"Tippecanoe  and  High  Serotonin, 
too").  But  it  is  almost  assuredly  the 
case  that  after  the  election  results  are 
in,  the  winner's  brain  will  be  sloshing  A  red-blooded 
with  higher  doses  of  the  stuff,  along  stud  beats  a  green- 
with  a  host  of  other  body  and  brain  blooded  techno- 
chemicals  such  as  testosterone.  crat  any  day. 

Having  the  right  stuff  to  be  a  lead- 
er isn't  simply  a  matter  of  being  the  smartest:  after  all, 
Jimmy  Carter  probably  had  a  good  50  points  in  IQ_over 
Ronald  Reagan,  observes  Harvard  University  psycholo- 
gist Howard  Gardner,  author  of  the  recent  book  Leading 
Minds:  An  Anatomy  Of  Leadership.  Instead,  there  appears 
to  be  a  mysterious  combination  of  chemistry,  biology, 


and  baboons,  there  is  an  intri 
cate  pecking  order,  known  t\ 
all  the  animals  in  the  group 
and  a  top  banana  who  lord 
over  it  all.  And  rank  has  it 
privilege:  top-ranking  primate 
get  first  access  to  mates,  choio 
food,  nice  places  to  sleep  an< 
deference  from  those  below.  A 
a  result,  primates  continuall 
fight,  wheedle,  cajole  and  josj 
tie  one  another  in  a  quest  to  si 
on  the  top  rung  of  the  ladder. 

Nowhere  is  this  more  tru< 
than  with  Homo  sapiens.  From 
the  pyramids  of  Egypt  to  elab- 
orate, ornament-bedecked  bur 
ials  dating  back  more  thai); 
20,000  years,  archaeological 
findings  suggest  that  big  shot] 
have  been  with  us  since  the 
dawn  of  time.  There  is  a  Darwinian  rationale  for  men,  it 
particular,  to  be  obsessed  with  status,  rank  and  political 
conventions:  being  a  big  shot  has  its  sexual  privilegesi 
From  the  harems  of  polygamous  societies  to  the  groupie! 
of  rock  bands,  being  on  top  can  translate  to  lots  of,  welll 
being  on  top.  In  one  experiment,  for  instance,  the  same 
male  actor  was  judged  by  women  to  be  far  more  attractive 
when  he  was  shown  in  pictures  dressed  up  in  a  businesi 
suit  rather  than  when  he  was  pictured  wearing  jeans  or  the 
uniform  of  a  fast-food  joint.  In  another  study  of  execu- 
tives in  North  America,  researchers  found  that,  among 


physical  appearance,  tern-    From  the  1950  West  Point 
perament  and  psychology  yearbook: four  cadets 
that  makes  James  Kirk  rath-  whose faces  were judged  for 
er  than  Mr.  Spock  seem  like    "leadership  qualities. " 
a  natural  as  the  captain  of    The  winner,  the  future 
the  U.  S.  S.  Enterprise.  It  turns    General  Wallace  Nutting, 
out  that  leadership  has  far    is  at  the  far  left. 
less  to  do  with  IQ^  strength, 

aggressiveness  or  logical  thinking  than  with  the  right 
looks,  good  chemistry  and  the  fuzzy,  murky  kind  of  deci- 
sion-making we  call  common  sense — even  in  monkeys. 

Having  a  head-of-state  is  merely  one  example  of  a  be- 
havior common  to  many  primates:  in  chimps,  monkeys 


men  who  have  affairs,  the  higher  a  man's  status,  the  mo 
affairs  he's  had.  The  lesson  is  clear:  if  you  want  to  sleep 
with  Marilyn  Monroe,  it  helps  if  you  are  the  President. 

Women,  too,  still  harbor  an  evolutionary  legacy  to  seek 
out  high-status  men  as  mates,  and  the  ancient  signals  o\ 
strength,  maturity  and  trustworthiness  still  translate  into 
physical  signs  of  leadership  ability  in  modern  times.  01 
the  past  23  Presidential  elections,  for  instance,  19  went  to 
the  taller  man  (Clinton  is  6  feet  21/,;  Dole  is  6  feet.)  The 
6-2  George  Washington  reportedlv  mulled  over  the  titles 
"High  Mightiness"  before  settling  on  "Mr.  President." 
Facial  expressions  matter,  too:  Bill  Clinton's  habit  of  leav- 
ing his  mouth  slightly  open  gives  him  the  look  of  a  curled, 
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DEMOCRAT 


INDEPENDENT 


/\l  I^TI  ^e  ta^e  ^e  ^nest  materials,  then  create  the  world's  finest  shoes.  In  a 

broad  range  of  sizes  and  widths.  Shoes  so  well  made,  we  can  even 
recraft  them.  Allen-Edmonds,  a  perfect  candidate  for  any  voter. 
For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 

For    All    Walks    Of  Life""  hlt[>://www.allenedmonds.com   Made  in  the  USA  (MFJ) 


Esmonds 


Excitement  runs  high  when  you  step 
onto  the  course  where  Arnold  Palmer 
lives  and  plays.  It's  also  home  of  the 
PGA  TOUR's®  Bay  Hill  Invitational. 

Now  you  can  follow  in  Arnie's 
footsteps  through  our  all  inclusive 
Stay  &  Play  package.  Greens  fees, 
cart,  lodge  accommodations,  breakfast, 
private  club  pampering  and  more. 
Just  minutes  from  Orlando's  famed 
attractions.  Golf  packages  begin  at 

$127*  per  person  per  night* 
(double  occupancy).  Call  now  for 
reservations  or  more  information. 


3* 


BAY  HILL  CLUB  &  LODGE 

Arnie's  Winter  Htime 

Headquarters  of  (he  Arnold  Palmer  Golf  Academy 

9000  Bay  Hill  Blvd.  •  Orlando,  FL  32819 

800-523-5999  •  407-876-2429 

*Rates  effective  5/1-9/30.  Other  seasonal 
packages  available.  Rates  subject  to  change. 

Sieve  Hosid/American  Action  Sports 


f 


insincere  smile,  which  may  contribute 
to  some  voters  regarding  him  as  "Slick 
Willie."  People  who  listened  to  the 
Kennedy-Nixon  debate  in  i960  on  the 
radio  judged  Nixon  to  have  won;  peo- 
ple who  watched  the  debate  on  tele- 
vision, and  saw  Nixon's  ominous- 
looking  five-o'clock  shadow  and  dart- 
ing eyes,  judged  Kennedy  to  have  won. 

Some  people  have  "leader"  written 
all  over  their  face.  In  one  study,  peo- 
ple were  asked  to  rank  the  "domi- 
nance" of  the  faces  of  some  300  cadets 
from  photographs  in  the  1950  edi- 
tion of  West  Point's  yearbook,  The 
Howitzer.  In  five  out  of  six  cases, 
those  West  Point  cadets  who  went  on 
to  achieve  the  rank  of  general  had 
faces  that  were  judged  as  above  aver- 
age in  leadership  qualities.  In  con- 
trast, the  photos  of  three  out  of  the 
tour  cadets  who  were  never  promoted 
beyond  major  had  faces  that  were 
ranked  below  average  on  dominance. 
Colgate  University's  Caroline  Keating 
has  found  that  thin  lips  and  receding 
hairlines,  both  signs  of  maturity,  help 
contribute  to  making  a  man  look  like 
a  leader — something  both  George 
Bush  and  Bob  Dole  have  in  spades. 

But  leadership  is  more  than  skin 
deep:  having  the  right  biochemistry 
helps,  too.  The  heightened  serotonin 
levels  in  the  brains  of  monkeys  at 
UCLA  helped  propel  them  into  the 
top  spot;  and  even  in  those  cases 
where  researchers  didn't  give  either 


People  who  listened  to  the  1960 
debate  on  the  radio  thought 
Nixon  was  the  one;  voters 
who  saw  it  on  television  asked 
not  what  the  candidate  said, 
but  fell  in  love  with  the face. 


remaining  monkey  a  serotonin  boost,, 
the  monkey  who  eventually  becamei 
dominant  displayed  higher  levels  on 
serotonin  than  before.  The  same  ap- 
pears to  be  true  of  humans:  one  studw 
showed  that  high-ranking  officers  inj 
college  fraternities  also  had  elevated! 
serotonin  levels,  as  compared  to  oth- 
er people  in  the  organization,  as  didjl 
the  leaders  of  a  swimming  team. 

The  apparent  role  that  the  chemi- 
cal cocktail  plays  in  propelling  the)) 
monkey  to  dominance  reveals  thai 
leadership  is  not  so  much  being  the 
strongest,  toughest  or  most  aggressive] 
Serotonin  acts  a  bit  like  a  flywheel  on! 
the  psyche:  monkeys  given  serotonin 
boosts  become  more  laid  back,  less 
prone  to  an  edgy  flare-up  over  petty 
annoyances  such  as  an  infant  pulling, 
their  hair,  for  instance,  and  more  prone 
to  grooming  nearby  females.  (Clinton 
has  displayed  this  serenity  of  a  high- 
serotonin  guy  in  the  way  he  has 
consistently  bounced  back  from  the 
various  personal  troubles  that  have 
plagued  his  administration.)  Low  lev^ 
els  of  serotonin,  on  the  other  hand,  ap- 
pear to  play  a  role  in  violent  behavior: 
monkeys  who  are  pathologically  anti- 
social have  low  levels  of  serotonin: 
and  studies  of  career  criminals  in  the 
Netherlands  show  that  many  of  these 
violent  people  have  extremely  low  lev- 
els of  the  brain  chemical,  too,  as  dc 
Marines  who  are  kicked  out  of  the  ser- 
vice for  being  overly  belligerent. 


This  is  not  to  say  that  high  levels 
)f  serotonin  render  leaders  unable  to 
•espond  to  aggression.  Instead,  it  ap- 
pears that  serotonin  gives  primates, 
ncluding  Homo  sapiens,  the  ability 
:o  be  laid  back  while  still  being  able  to 
-espond  quickly  to  a  real  threat.  The 
difference,  says  Robert  Sapolsky  of 
Stanford  University,  is  that  the  best 
eaders  know  how  to  tell  the  differ- 
ence. Sapolsky,  who  studies  the  blood 
:hemistry  of  baboons  in  the  wilds  of 
<Cenya,  has  found  that  the  biochemi- 
;al  profile  of  the  best  leaders  is  anal- 
ogous to  the  physical  abilities  of  a 
nighly  trained  athlete:  having  a  laid- 
3ack  persona  during  ordinary  situa- 
:ions,  but  able  to  respond  quickly  with 
i  dramatic  transformation  of  their 
Dody  and  mind  to  meet  the  challenge, 
:hen  able  to  quickly  return  to  the  qui- 
eter state  when  the  threat  is  over. 

Voters  keenly  search  for  evidence 
of  this  balance  in  presidential  candi- 
dates. Consider  Ronald  Reagan:  he 
yvas  widely  considered  an  amiable,  af- 
fable fellow — but  no  one  doubted  that 
he  could  be  aggressive  if  he  needed  to 
pe.  One  of  the  defining  moments  of 
lis  campaign  occurred  before  the 
New  Hampshire  primary  in  1980, 
Lvhen  Reagan  angrily  declared  that  "I 
paid  for  this  microphone"  when  chal- 
lenged at  the  podium.  In  contrast, 
Michael  Dukakis'  deadpanned,  cere- 
bral response  to  a  reporter's  hypo- 


thetical scenario  about  criminal  vio- 
lence towards  Dukakis'  wife  signaled 
a  lack  of  being  able  to  rise  emotion- 
ally to  a  challenge;  Ed  Muskie's  tear- 
ful reaction  to  his  wife's  being  crit- 
icized, on  the  other  hand,  seemed  like 
an  overreaction,  as  did  Al  Haig's  "I'm 
in  charge  here"  and  Bob  Dole's  growl- 
ing attack  on  NBC's  Katie  Couric  dur- 
ing the  current  campaign. 

When  the  going  gets  tough,  the 
difference  between  leaders  and  also- 


rans  is  that  their  hormones  get  going, 
too.  Leaders  have  a  surge  of  testoste- 
rone— the  hormone  that  makes  males 
assertive,  motivated  and  aggressive — 
during  stressful  times.  But  in  subordi- 
nates, the  level  of  testosterone  actually 
goes  down  in  response  to  a  stressful 
challenge.  Alan  Booth  of  the  Pen- 
nsylvania State  University  finds  that 
right  before  a  match,  both  tennis 
players  and  chess  champions  get  a 
boost  of  testosterone,  and  the  player 
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Classic  misfires: 
Mike  Dukakis,  left, 
only  shot  himself  in 
the  foot  with  this 
ill-advised  photo- 
op.  Belo  w,  Ed 
Muskie's  tearful 
speech.  Voters 
weren't  looking  for 
sensitivity. 


with  the  highest  spike  of  testos- 
terone typically  wins.  After  a  match, 
the  winner's  testosterone  goes  even 
higher,  while  losers  typically  have  a 
drop  in  their  blood  levels  of  the  hor- 
mone. Likewise  Cortisol,  a  hormone 
associated  with  the  anxious,  chok- 
ing feelings  of  stress,  was  significantly  lower  among  play- 
ers who  were  the  top  seeds  in  tennis  tournaments  than 
players  who  were  not. 

According  to  Booth,  this  rise  and  fall  of  testosterone 
among  leaders  and  subordinates  harkens  back  to  evolu- 
tionary time,  when  leaders  who  won  in  a  struggle  for  dom- 
inance would  soon  be  having  to  fight  again  against  some 
other  challenger.  The  loser  of  the  fight,  on  the  other  hand, 
would  benefit  from  the  drop  in  testosterone,  which  would 
pull  him  out  of  the  fray  for  a  while,  so  that  he  could  heal 
any  injuries  and  stay  out  of  trouble — and  perhaps  try  again. 
Richard  Nixon,  who  claimed  that  reporters  would  not  have 
him  "to  kick  around  anymore"  when  he  retired  from  pol- 
itics after  losing  the  Presidential  election  in  i960  and  then 
the  California  governor's  race  in  '62,  bided  his  time  until  his 
triumphant  return  to  the  political  arena  later  in  the  decade. 

The  ability  to  respond  appropriately  to  a  situation  de- 
mands a  way  of  thinking  that  goes  beyond  the  simple  ICX 
Though  some  of  the  most  highly  regarded  presidents  had 
very  high  IQs — Thomas  Jefferson  is  thought  to  have  been 
a  near-genius — other  very  smart  folks  such  as  Woodrow 
Wilson,  who  was  president  of  Princeton,  were  largely  in- 
effective as  leaders.  And  some  highly  respected  Pres- 
idents— such  as  Harry  Truman — never  attended  college. 
John  F.  Kennedy  had  an  IQ_of  119 — slightly  above  aver- 
age (and  far  lower  than  the  140  IQ^claimed  by  Madonna, 
for  instance). 

After  studying  the  decision-making  of  business  lead- 
ers around  the  country,  psychologist  Robert  Sternberg  of 
Yale  University  argues  that  the  kind  of  smarts  crucial  for 


leadership  is  closer  to  wisdom  and  "street 
smarts"  than  the  cold,  calculating  brainpower 
of  a  Mr.  Spock.  This  leadership  wisdom  lies 
in  the  ability  to  employ  what  Sternberg  call 
"tacit  knowledge" — which  is  commonly  known 
as  "flying  by  the  seat  of  your  pants"  or  "going 
with  your  gut."  Interviewing  top  executives 
Sternberg  came  up  with  a  series  of  hypothetic 
cal  crisis  scenarios,  such  as  being  suddenly] 
overloaded  with  work  or  having  a  smart,  ca-| 
pable  but  rebellious 
subordinate  join  youi 
team.  Testing  biisi-j 
ness  leaders  with 
these  problems,  Stern- 
berg found  that  near-l 
ly  all  the  executives! 
responded  to  the  sitH 
uations  in  a  similalj 
way,  while  people  bej 
low  the  ranks  whc 
were  presented  witfl 
the  same  scenarios 
did  not.  More  telling; 
Sternberg  found  thai 
the  leaders'  ability  to 
find  the  correct  ap^ 
proach  to  solving  the  problem  was  unrelated  to  their  IQj 
In  fact,  having  a  high  IQjriight  actually  be  a  detriment 
for  leaders.  If  a  leader  is  too  intelligent,  argues  psycholo- 
gist Dean  Keith  Simonton  of  U.C.  Davis,  then  he  will  bfl 
unable  to  craft  a  message  that  translates  easily  to  his  not] 
as-smart  followers.  Too  much  IQ_can  also  apparently 
cloud  the  mind:  in  one  study  of  military  officers,  re] 
searchers  found  that  the  more  stressful  the  situation,  the) 
more  likely  it  was  that  errors  would  be  made  by  those  of 
ficers  with  the  highest  IQs.  Those  leaders  who  had  a  lowei 
IQjipparently  were  more  willing  to  rely  on  the  cumula- 
tive knowledge  brought  on  by  years  of  experience  to  make 
a  decision,  as  opposed  to  attempting  to  methodically  thinll 
it  through.  Clinton,  the  Rhodes  Scholar,  may  owe  his  rep- 
utation for  indecisiveness  to  his  ability  to  see  too  manj 
sides  of  an  issue  rather  than  following  his  instincts. 

As  will  be  demonstrated  in  November,  the  most  im-j 
portant  element  of  leadership  is  followership.  Swayed  bi 
the  serotonin-induced  male's  sudden  warmth  and  atten- 
tion, it  was  the  females  in  the  cage  at  U.C.L.A.  who 
pushed  the  new  male  into  the  top  position  over  his  rival) 
And  if  the  results  of  a  further  experiment  at  the  lab  an 
any  indication,  the  favors,  patronage  and  attention  lav 
ished  on  faithful  followers  has  a  profound  effect  that  majj 
well  resonate  this  fall:  reintroduced  into  the  cage,  the  for- 
mer "alpha"  male — the  incumbent — quickly  gained  hi; 
top  spot  back.  • 

William  F.  Allman  is  the  author  o/The  Stone  Age 
Present:  How  Evolution  Has  Changed  Modern  Life. 
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Once  again,  we're 
ticking  our  neck  out 


Introducing  the  new 
Lands'  End  Turtleneck. 


We  could  have  played  it  safe. 

Judging  by  its  millions  of  fans,  our  original 
Turtleneck  had  everything  going  for  it.  So,  why 
in  the  world  did  we  risk  tinkering  with  it? 

That's  just  the  way  we  do  business  at  Lands' 
End.  We're  forever  trying  to  improve  our 
products  -  in  fabrics,  construction  details,  fit 

And  if  you  have  any  doubt  it's  worth  the 
trouble,  give  our  new  Turtle  a  gander. 

Start  with  the  fabric.  It's  deliciously  soft  -  a 
fine,  long- staple  cotton  that  our  mill  turns  into 
a  40s  single,  28  cut,  6.2  oz.  knit. 

Now,  this  talk  of  singles,  cuts,  and  ounces 
may  sound  like  babble  if  you're  not  in  the 
business.  Or  don't  read  our  catalog  regularly. 

Suffice  it  to  say,  we're  talking  choice  goods: 
a  rich,  lustrous  interlock  that  feels  as  yummy 
as  it  looks. 

Fabric  with  a  mind  of  its  own 

It  isn't  easy  to  work  with  such  a  dense  knit, 
however. 

It's  not  like  an  obedient  woven  cloth,  which 


lies  still  on  the  cutting 
interlock,  the  yarn  is 
coiled  around  itself 
in  every  direction.  It 
squiggles  as  you 


table.  In  an 


work  with  it.  (One  cutter  says,  "If  you  let  this 
stuff  sit  long  enough,  it'll  walk  away  by  itself.") 
But  after  a  good  deal  of  searching,  we  found 
some  folks  who  were  up  to  the  task.  You  can  see 
it  in  their  workmanship. 

They  sew  all  the  main  seams  -  shoulders, 
armholes,  cuffs,  and  bottom  -  with  a  neat,  flat 
2-needle  cover  stitch.  Not  the  usual  single-needle. 

They  add  a  reinforcing  tape  at  the  shoulder 
seams,  to  prevent  ripping. 

And  the  neck  itself  is  seamless,  like  our  old 
Turtleneck.  It  costs  more  to  knit  a  neck  without 
a  seam.  But  there's  nothing  to  chafe  or  rub  you. 

Only  $17  a  Turtle 

We  don't  know  of  any  other  Turtle  -  at  any 
price  -  with  all  our  features  and  quality. 

If  you'd  like  to  see  the  Lands'  End  catalog,  with 
our  other  nice  things  for  men,  women  and  chil- 
dren, simply  ask  for  a  free  copy. 

Why  not?  It's  not  like  you're  sticking  your 
neck  out. 
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The 


Education  of 

JEB  Stuart 


When  your  bird  dog's 

driving  you  nuts,  it's  time  you 


BOTH  LEARNED  SOME  NEW  TRICKS 


e  was  a  surprise  gift  from  my  wife  and  daugh- 
:ers  who  gave  me  the  dog  at  a  party  on  the  lawn  behind 
)ur  house.  There  were  30  or  so  friends  there,  standing 
iround  watching,  and  they  all  applauded  and  took  turns 
matting  the  pup  who  took  it  right  in  stride.  I  was  glad  to 
ee  that.  It  showed  a  bold  character,  I  thought. 
Little  did  I  know. 

My  friend  Winston  Groom,  who  had  flown  up  to 
Vermont  from  Alabama  to  help  me  celebrate,  looked 
lown  at  that  little  dog  from  six-and-a-half  feet  up  and 
aid,  "Norman,  my  friend,  that  dog  is  going  to  be  tall  trou- 
ble; you  can  take  my  word  for  it." 

Groom  is  the  author  of  Forrest  Gump  (among  other 
hings),  so  he  plainly  has  insight  that  is  not  given  to 
he  rest  of  us. 

"Come  on,  man,"  I  said  to  him.  "How  can  you  say  that? 


Just  look.  Have  you  ever  seen  a  face  so  innocent?" 

I  should  have  listened  to  Groom,  I  suppose,  even  though 
I  can't  see  how  it  would  have  made  any  difference. 

I  had  wanted  a  male  pointer  since  I  was  a  kid,  going  out 
quail  hunting  in  the  South  and  watching  big,  leathery  dogs 
work  the  broomweed  and  dewberry  briars  with  a  kind  of 
remorseless,  urgent  drive.  There  was  something  irresistible 
about  those  dogs. 

They  were  not  docile,  obedient  animals.  They  had  heart 
and  exuberance  and  they  loved  to  run.  Sometimes  it  would 
get  the  better  of  one  of  them  and  he  would  take  off,  head- 
ing for  the  county  line.  They  would  also  chase  deer  and 
tree  coons,  and  roll  in  anything  dead  they  happened  to 
come  across.  They  would  occasionally  go  out  to  retrieve  a 
bird  and  instead  of  bringing  it  back  in  to  the  hunter,  eat  it. 
Now  and  then,  they  would  break  a  point  and  rush  in  on  a 


By  Geoffrey  Norman 


Photographs  By  Noel  Sutherland 


covey  of  birds  and  scatter  them... just  for  the  hell  of  it. 

When  I  thought  of  pointers,  the  image  that  came  to 
mind  was  the  spirited  Confederate  cavalryman  who  liked 
nothing  better  than  to  ride  all  day  and  night  and  never  got 
tired  or  lost  heart  or  complained,  but  who  might,  like  JEB 
Stuart  at  Gettysburg,  choose  the  worst  time  to  go  off  on 
a  ramble.  Handsome,  rambunctious,  headstrong....  That 
is  what  I  decided  to  name  my  pup:  JEB  Stuart. 

Current  thinking  holds  that  you  should  bond  with  a 
new  puppy.  Keep  him  close.  Play  with  him.  Work  on  obe- 
dience training  but  not  in  a  heavy-handed  fashion.  The 
dog  should  become  your  companion  and  pal,  and  then  he 
will  obey  because  he  wants  to. 

So  I  took  JEB  to  work  with  me  every  day,  at  the  little 
office  I  rented.  We  spent  a  few  minutes  each  day  on  the 
basic  commands.  And  we  quickly  got  the  housebreaking 
thing  out  of  the  way.  Pointers,  I'd  been  told,  were  cold, 
unaffectionate  dogs,  but  JEB  liked  to  crawl  up  in  my  lap 


his  ears  scratched  we  would  say  things  like,  "Yeah,  sure 
you  black-hearted  guy."  But  he  could  not  be  shamed. 

He  would  run  after  you  if  you  left  the  house  in  youi 
car  so,  if  you  were  late,  you  had  to  waste  time  getting  him 
back  to  the  house  and  then  inside,  which  was  a  neat  trick 
One  day  when  he  was  enjoying  himself  at  this  little  game, 
dancing  around  the  front  bumper  of  my  truck  while  1 
screamed'at  him  from  my  open  window  and  wondered  a 
I  would  make  my  appointment,  I  was  suddenly  and  verv 
seriously  tempted  to  floor  the  truck  and  run  over  him 
When  I  finally  did  get  him  gathered  up,  I  whipped  hirrj 
with  his  leash  in  pure  fury  and  frustration.  He  nevei 
whimpered,  which  is  characteristic  of  pointers.  Old- 
timers  will  tell  you  that  they  "can  take  a  pretty  hard  hand," 
which  is  a  nice  way  of  saying  you  can  beat  hell  out  of  the 
dog  without  breaking  his  spirit. 

Even  so,  I  felt  terrible  and  later  that  day  I  tried  to  make 
it  up  to  him.  I  took  him  out  for  some  training  and  play  anci 


He  took  off,  with  me  screaming,  and  he  never  looked  back. 

Four  or  five  hours  later  he  showed  up.  We  didn't  speak. 


when  I  was  working,  and  in  the  morning  we  would  gen- 
erally find  him  in  bed  with  my  daughter.  We  all  loved  him. 

But  we  could  not  take  him  anywhere. .  .unless  it  was  on 
a  leash. 

The  dog  wanted  to  run;  whether  he  was  on  a  short  leash 
or  a  long  check  cord  he  wanted  to  be  off  of  it  and  running. 
I  would  take  him  out  in  a  field  somewhere,  put  him  on  the 
cord  and  tell  him  to  come.  II  he  ignored  the  command,  I 
would  pull — gently — until  he  came  to  me.  We  would  re- 
peat the  drill  until  I  was  pretty  sure  he  had  the  message 
and  then  I  would  take  him  off  the  cord. 

And  he  would  run  away.  Every  time. 

At  first  it  was  easy  to  walk  out  to  him  and  put  him  back 
on  the  cord.  It  didn't  take  him  long,  however,  to  learn  how 
to  run  away  when  he  saw  me  coming.  That  was  a  great 
game.  Wait  until  the  old  two-legged  fool  gets  close  and 
then  run  like  hell.  Listen  to  him  yell  a  bunch  of  stuff.  Then 
stop  and  do  it  again.  Great  sport. 

If  someone  came  to  the  house — the  UPS  man,  say — 
JEB  would  be  sure  to  slip  out  the  open  door  and  head  for 
the  hills.  I  would  yell  and  scream  until  I  saw  his  hindquar- 
ters disappear  over  the  horizon.  Then  I  would  go  out  look- 
ing for  him  or  wait  nervously  for  a  call  telling  me  either 
that  he  had  been  run  over  on  the  road  or  that  the  consta- 
ble had  picked  him  up  for  killing  chickens. 

Eventually,  he  would  come  home  and  ask  to  be  let  in. 
You  can't  punish  a  dog  when  he  does  finally  come  back 
or,  after  a  while,  he'll  never  get  close  to  you.  So  I  would 
glare  at  the  dog  and  he  would  hang  his  head  like  he  knew 
he'd  been  bad  and  he  was  genuinely  sorry.  Which,  we  both 
knew,  was  a  flat  lie. 

We  began  to  refer  to  him  as  "Black-Hearted  JEB 
Stuart,"  and  when  he  would  come  around  looking  to  get 


he  was  plenty  eager.  Either  the  beating  was  forgotten  01 
JEB  had  forgiven  me.  I  rubbed  his  ears  and  patted  his 
flanks  and  talked  nice  to  him.  He  wagged  his  tail  busilj 
and  when  I  put  him  on  the  check  cord,  he  quartered  wher 
I  called  his  name,  stopped  when  I  told  him  to  "Whoa,"  and 
came  to  my  foot  when  I  called  "Here." 

A  perfect  gentleman.  Maybe,  I  thought,  a  little  heav} 
discipline  was  the  thing. 

I  put  JEB  through  his  paces  for  30  or  40  minutes  anc 
then  gave  him  a  few  "Good  dogs,"  rubbed  his  ears  some 
and,  feeling  expansive,  let  him  off  the  check  cord. 

He  took  off,  with  me  screaming,  and  he  never  lookeo 
back.  Four  or  five  hours  later  he  showed  up  at  the  door. 

We  didn't  speak. 

4|  hen  he  was  one  year  old,  I  tried  hunt 
'  ing  with  JEB.  I  hung  a  bell  on  his  necli 
§   so  I  could  hear  him  in  heavy  cover.  A 
few  minutes  after  we  started  I  coulc 
neither  see  him  nor  hear  the  bell.  I  did  some  screaming 
and,  then,  I  walked  back  to  the  truck  and  waited.  For  a 
couple  of  hours. 

Sometime  during  that  period,  JEB  located  what  musi 
have  been  the  finest  manure  pile  in  Christendom.  An} 
time  he  could  make  a  jail  break,  he  would  head  for  the  ma- 
nure pile  and  when  he  came  home  an  hour  or  two  later  he 
would  be  green  and  smelling  very  ripe. 

Two  or  three  times  a  week,  my  daughter  would  call  tc 
me,  "Dad,  JEB  is  green  again." 

One  night,  my  wife  said,  "Somebody  called  and  saic 
they  saw  him  running  deer."  In  Vermont,  this  is  equiva- 
lent to  a  death  sentence  for  a  dog.  Game  wardens  and  con- 
stables will  shoot  a  dog  they  catch  chasing  deer. 
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"I'm  going  to  h  ave  to  get  rid  of  him,"  I  said,  finally. 

As  a  last  resort,  and  on  the  recommendation  of  a  friend 
who'd  gone  through  his  own  ordeal  with  a  pointer,  I  called 
a  trainer  named  Jon  Hann  in  Grandville,  Missouri.  He  had 
a  languid,  f  riendly  country  voice  and  he  asked  me  to  tell 
him  about  the  dog. 

I  poured  it  out  to  h  im,  like  one  of  those  aggrieved  guests 
on  the  Oprah  show,  describing  a  lifetime  of  abuse  and  ne- 
glect. "JEB  is,"  I  concluded,  in  a  voice  full  of  self-pity,  "a 
black-hearted  son-of-a-bitch." 

"Oh  I  don't  know,"  Hann  said,  like  he  wasn't  all  that 
impressed.  "He  just  sounds  like  a  two-year-old  pointer  to 
me.  Send  him  out  and  we'll  see  what  we  can  do  with  him." 

So  I  put  JEB  on  a  Delta  flight  to  Kansas  City.  He 
looked  at  me  through  the  wire  window  on  his  plastic  box 
and  I  swear  there  was  remorse  in  his  eyes.  I  watched  the 
box  as  it  moved  along  the  conveyor  and  disappeared.  I 
didn't  expect  much,  and  I  felt  like  I  had  let  the  dog  down. 


ran  immediately  to  Hann's  side  and  stayed  there. 

"JEB,"  I  said,  "is  that  you,  man?" 

He  stood  there  by  Hann's  side  until  Jon  reached  down 
and  slapped  the  dog  lightly  on  his  flank. 

JEB  took  off  running. 

"Whoa,"  Hann  said,  and  the  dog  stopped  almost  in 
midstride.  Just  locked  up  tight.  Hann  ambled  slowly  out 
to  the  dog  and  tapped  him  lightly  on  the  top  of  the  head 
JEB  took  off  running  again. 

"Not  unless  I'd  seen  it  with  my  own  eyes,"  I  said,  and 
asked  Hann  to  tell  me  how  he  had  done  it. 

"It  is  a  training  tool,"  Hann  said,  describing  the  electrio 
collar,  or  "shock  collar,"  which  he  used.  "It  isn't  exactly  a 
secret  and  it  isn't  magic.  Too  many  people  use  the  shocH 
collar  as  a  way  to  punish  a  dog.  You  lose  your  temper  ovei 
something  the  dog  does,  and  instead  of  going  and  getting 
the  dog  and  correcting  him  and  working  with  him,  you 
just  lean  on  him  with  the  collar.  Just  drive  him  into  thfl 


i  wondered  if  i  could  find  a  bumper  sticker  for  my  truck: 

My  pointer  made  honor  roll  at  Perfection  Gun  Dog  School 


A  couple  of  weeks  later,  I  got  a  handwritten  letter  from 
Jon  Hann.  "Everything  going  OK  with  JEB,"  the  letter 
read.  "He  points  nice  and  really  likes  the  birds.  He  is  a 
very  stylish  pointer.  You  probably  won't  believe  this,  but 
he  has  a  pretty  good  head  on  his  shoulders.  So  far,  I  have 
really  enjoyed  working  with  him." 

I  read  the  letter  twice  and  wondered  if  I  could  find 
somebody  to  make  me  a  bumper  sticker  for  my  truck:  My 
pointer  made  honor  roll  at  Perfection  Gun  Dog  School. 

I  called  Jon  Hann.  I  couldn't  help  myself.  I  wanted  to 
hear  more. 

"He's  a  good  dog,"  Hann  said.  "He's  got  a  great  nose 
and  he  likes  to  hunt.  And  he's  real  good  with  people.  You 
did  a  good  job  with  him  there.  He's  a  real  social  dog." 

"And  you've  got  him  so  he  won't  run  away  when  he's 
off  the  cord?"  I  asked. 

"Oh,  sure,"  he  said,  like  that  was  no  big  deal.  The  sort 
of  thing  you  do  after  breakfast  and  before  you  clean  out 
the  Augean  Stables. 

"I  can't  believe  it,"  I  said.  "I  mean... I  believe  it,  but  I 
thought  it  was  impossible.  How  did  you  do  it?" 

"Why  don't  you  come  out  and  see?"  Hann  said.  "I  like 
to  train  the  owners  a  little  anyway." 

ann's  operation  was  out  on  a  country  road  in  the 
rolling  hill  country  of  Missouri  a  few  miles  south 
*  of  St.  Jo.  There  were  shade  trees  and  groves  of 
'  young  black  walnuts  that  he  and  his  wife  had 
planted  for  their  retirement.  He  was  tall  and 
quiet  and  exceedingly  calm. 

JEB  recognized  me  when  he  came  out  of  the  kennel, 
but  his  attention  was  on  Ham. 

"JEB,  here"  he  said,  and  my  little  black-hearted  pointer 


ground.  You  can  wreck  a  dog  that  way.  He's  got  to  likfi 
going  out  with  you  before  he's  going  to  be  a  good  bird  dogj 
And  he  isn't  going  to  like  going  out  with  you  if  he  just  geti 
yelled  at  and  shocked  all  day." 

I  spent  three  days  watching  Hann  work  with  dogs- 
mine  and  the  other  15  or  so  he  had  in  his  kennels  for  train] 
ing.  When  he  gave  a  command,  in  a  quiet  drawl,  it  carriec 
authority.  He  did  not  yell,  but  he  was  clearly  in  charge.  H< 
never  hurried  or  let  a  dog  get  away  with  a  mistake.  If  a  doj 
moved  when  he  was  supposed  to  be  steady,  Hann  wouk 
bring  the  dog  back  to  the  spot  he'd  left. 

"You  whoa,  now,"  he'd  say,  and  wait  for  a  couple  o) 
minutes  bef  ore  releasing  the  dog.  If  he  broke  again,  Hanr 
would  go  get  him  and  correct  him  again.  And  again,  i 
necessary,  until  the  dog  held  steady. 

Hann  worked  with  me,  teaching  me  how  to  use  the  cob 
lar.  Like  any  power  tool,  he  explained,  it  made  a  job  eas< 
ier,  but  it  also  required  more  skill  and  attention,  rathe) 
than  less.  You  could,  by  analogy,  refinish  a  floor  with  2 
piece  of  sandpaper  wrapped  around  a  block  of  wood.  I 
would  take  you  a  long  time,  but  you  probably  wouldn'J 
make  any  mistakes  you  couldn't  easily  repair.  The  sar™ 
job,  with  a  power  sander,  would  take  a  lot  less  time  bu| 
you  could  also  tear  up  the  floor  if  you  didn't  know  wha] 
you  were  doing  or  didn't  pay  attention. 

Hann  put  the  collar  on  JEB  and  the  transmitter  in  mj 
hand.  "Use  it  like  a  leash,"  he  said,  "not  a  club."  I  was  re-j 
luctant,  at  first,  to  shock  my  own  dog.  But  with  the  setting 
Hann  was  using,  JEB  merely  stiffened  a  little  when  . 
pressed  the  button  and  shocked  him  after  he  failed  to  turn 
when  I  called  his  name. 

"Any  last  words  of  advice?"  I  asked  Hann  as  JEB— 
and  his  owner — were  leaving  school  and  heading  oui 
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"Even  in  those  great  days,  Partagas  was  the 
only  Cuban  cigar  with  a  store  all  its  own." 

The  Partagas  store  in  Havana  did  such  a  brisk  business,  it  was  as  if  the  city 
didn't  want  any  Partagas  cigars  to  leave  the  country.  But  more  than  30  years  ago 
they  did  leave  the  country  when  Ramon  Cifuentes  fled  Cuba  to  go  on  making  his 
Partagas  cigars  in  the  Dominican  Republic.  Today,  Partagas  is  the  only  cigar 
brand  that  is  still  made  by  the  same  man  who  made  it  what  it  was  long 
ago  in  Havana.  And  business  is  even  better  than  it  was  then. 


M 


The  cigar  that  knew  Cuba  when. 


Y)\&Youknow 

•  Amway  is  the  largest,  branded  vitamin  and  mineral  supplement  manufacturer  in  the  world.* 

•  Amway  is  the  fourth  largest  cosmetics  manufacturer  in  North  America. 

•  Amway  worldwide  sales  grew  over  $1  billion  last  year  to  $6.3  billion  at  estimated  retail 
(triple  those  of  1 990)  —  that's  up  1 9%. 

•  The  Amway  World  Headquarters  and  Manufacturing  Complex  in  Ada,  Michigan 
is  more  than  a  mile  long. 

•  More  than  2.5  million  independent  Amway  distributors  worldwide  market 
over  6,500  products. 


Thank  you  for  this  opportunity  to  share  some  facts  about  Amway.  If  you'd  like  to 
know  more,  visit  our  website  at  http://www.amway.com  or  call  1  -800-544-71 67. 

independent  study  conducted  by  Nicholas  Hall,  based  on  1 994  sales. 
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Into  the  real  world. 

"Watch  him,  close,"  Harm 
'aid.  "Work  with  him,  and 
jlon't  be  afraid  to  use  the  col- 
lar, because  he  will  test  you." 

So  I  worked  with  him  a 
ot  when  we  got  home,  using 
i  collar  made  by  a  company 
ailed  Tri-Tronics,  out  of 
Vrizona.  It  came  with  five 
lifTerent  plugs,  each  of  which 
jave  a  different  level  of  stim- 
ulation. I  tried  the  lowest  on 
nyself.  It  didn't  match  the 
3op  you  get  when  you  punch 
in  elevator  button  after 
/ou've  crossed  a  carpeted 
loor.  So  I  decided  to  try  the 
lighest  setting.  I  wrapped 
Try  hand  around  the  collar 
ind  hit  the  transmitter.  The 
;ollar  flew  out  of  my  hand, 
■vhich  opened  involuntarily. 

That  setting  had  a  little 
horsepower. 

I  experimented  on  myself 
antil  I  found  what  I  thought 
vvould  be  the  right  level  for  JEB.  Just  enough  to  make  him 
flinch  and  pick  up  his  ears. .  .and  do  what  he'd  been  told. 
Not  enough  to  make  him  yelp  or  tremble. 

We  went  out  in  the  field  opening  day  of  bird  season  and 
he  hunted  close  and  we  got  our  first  birds  together — a  cou- 
ple of  woodcock.  It  was  especially  sweet  to  sit  in  front  of 
a  fire  that  night,  with  him  on  the  floor  at  my  feet. 

The  bad  days,  I  believed,  were  behind  us. 

But  you're  never  entirely  sure  how  you  feel  about  any- 
one— man  or  beast — who  has  been  reformed.  Sometimes 
when  someone's  been  a  hellraiser  and  starts  singing  in  the 
:hoir,  you  miss  the  old  piss  and  vinegar.  If  a  great  Irish 
drinker  and  storyteller  comes  into  the  bar  and  starts  talk- 
ing about  how  sweet  life  is  now  that  he's  sober,  well,  you 
feel  good  for  him— but  you  find  yourself  longing  for  some 
ballads  and  Yeats.  I  wondered,  now  and  then,  if  I  had  seen 
the  last  of  Black-Hearted  JEB.  And  would  I  miss  him. 

One  afternoon,  two  weeks  into  bird  season,  he  got  out 
a  little  far  but  I  didn't  call  him  in.  Let  him  run,  I  thought. 
We'd  already  killed  one  ruffed  grouse.  He'd  pointed  the 
bird  solid  and  then  made  a  nice  stylish  retrieve.  He  was 
just  a  young  boy,  so  let  him  run. 

For  some  reason  he  started  barking,  and  then  the  pitch 
of  his  voice  changed.  Where  it  had  been  aggressive  before, 
there  was  now  a  high,  painful  note  of  alarm  in  it. 

I  blew  the  whistle  and  he  came  running  in.  From  a  dis- 
tance he  looked  a  little  panicky.  When  he  got  close,  I  could 
see  he  had  a  mouth,  and  muzzle,  full  of  porcupine  quills. 
He  leaned  against  my  leg,  trembling. 

I  picked  him  up  and  carried  him  out  of  the  woods.  We 


were  about  a  half  mile  from 
the  truck  and  had  a  good 
logging  road  out. 

"It's  okay,  Buddy,"  I  said, 
trying  to  sound  like  Jon 
Hann.  "We'll  fix  you  up." 

We  made  it  out  of  the 
woods,  me  and  JEB  with  his 
30  or  40  porcupine  quills, 
and  got  back  home,  where 
I  went  to  work  with  a  pair 
of  needle-nose  pliers.  The 
quills  in  his  tongue  were  the 
toughest,  because  it  made 
me  squeamish  to  pull  on 
them,  but  I  had  to  pull 
hardest  at  those  in  the  roof 
of  his  mouth  where  it  was 
bony.  Those  in  his  nose  bled 
a  lot,  all  over  both  of  us. 

I  was  afraid,  at  first,  put- 
ting my  fingers  down  his 
throat,  that  I  would  pull  on 
one  of  those  quills  and  send 
a  jolt  of  pain  into  JEB's  cen- 
tral nervous  system  and  he 
would  try  to  tear  my  hand 
off  with  his  teeth.  Vets  routinely  anesthetize  dogs  who 
have  gotten  mixed  up  with  a  porcupine,  not  to  spare  the 
dog  so  much  as  to  save  their  own  fingers. 

JEB  never  tried  to  bite  me.  He  was  steady,  even  when 
I  pushed  one  quill  through  his  gum  because  it  wouldn't 
come  out  the  other  way.  I  believe  that  he  stayed  calm  and 
did  not  try  to  bite  simply  because  I  was  the  one  doing  the 
work  and  he  trusted  me.  It  went  back  to  those  days  when 
he'd  go  down  to  the  office  with  me. 

"There  you  go,  Bud,"  I  said  after  the  last  quill  was  out. 
JEB  leaned  against  me  for  some  pats  and  a  little  com- 
fort, getting  blood  all  over  me  and  my  vest.  I  rubbed  his 
ears  and  his  tail  picked  up  a  feeble  but  steady  beat.  We  sat 
there,  on  the  tailgate  of  the  truck,  for  ten  minutes,  then 
went  inside  where  JEB  drank  a  bowl  of  water  then  lay 
down  and  went  to  sleep. 

An  hour  or  so  later,  he  got  up,  stiff  from  pain  and  with 
his  muzzle  swollen,  and  went  to  the  door.  I  started  to  put 
the  shock  collar  on  him  but  decided  it  wasn't  necessary. 
He  wasn't  going  anywhere. 

When  he  got  outside,  I  could  see  that  he  knew.  Some- 
thing in  the  way  he  carried  his  head  made  it  plain  what  he 
had  in  mind.  He  looked  back  at  me  right  before  he  started 
running,  as  though  to  say,  "Sorry,  I  just  can't  help  myself." 

I  yelled  once  or  twice  but  I  didn't  really  expect  to  turn 
him  and  wasn't  all  that  upset  when  he  hit  the  wood  line. 
And  kept  on  going.  • 

Jon  Hann  can  be  reached  at  816-575-2521.  The  number  for  Tri- 
Tronics  is  800-456-4545. 
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On  The 

Water 

Front 

Her  wooi  coat  by 
Susan  Lazar.  $695.  Si  1  k 
cable  -knit  top,  $192, 
and  shorts,  $86,  by 
gottex.  sung]  asses  by 
Paul  Smiti  i  Spectaci  es 
from  Oliver  Peopi  es. 
$265.  His  bathing  suit 
by  Gottex.  $62  Oppo- 
site: RUBBERIZED  wool 
JACKET,  $1,280,  \\l>  SUEDE 

shirt,  $1,495,  bv  nki) 
Tyler.  Shrink-to  fit 
501  jeans  by  Levi  Strauss 
&  Co.  $40.  Boo  rs  by 
Banana  Ri  i>uki  tc  $118. 


Racing 

With  The 

Moon 

His  corduroy  suit-by 
Ralph  Lauren  Collec- 
tion. $795.  Suede  shirt  by 
Polo  by  Ralph  Lauren. 
$565.  Wool  tie  by  Paul 
Stuart.  $63.  Her  out- 
fit by  Geoffrey  Beene. 
$2,700.  All  hair  and 

MAKEUP  BY  TERRI  ApAN- 
ASEWICZ  FOR  ClOUTIER. 


Store 

Credits 


ON  THE  COVER:  His 

alpaca  cardigan,  $350, 
cotton  shirt,  $220,  and 
silk  tie,  $90,  by  Donna 
Karan.  Her  leather  jacket, 
$560,  and  hat  by  Anna 
Sui.  Silk  knit  top  by 
Banana  Republic.  $48 

ANNA  SUI:  Anna  Sui 
Downtown,  New  York 

BANANA  REPUBLIC: 

Banana  Republic  stores 
nationwide 

BARBOUR:  800-338- 
3474  for  store  information 

BARRY  BRICKEN: 

Yankee  Peddler,  Seattle; 
Andrisen  Morton,  Den- 
ver; and  Foxwoods  Resort 
Casino,  Ledyard,  CT 

CYNTHIA  STEFFE: 

Saks  Fifth  Avenue, 
New  York 

DELMAN:  800-233-6462 
for  store  information 

DONNA  KARAN: 

Sweater,  select  Barneys; 
tie,  Macy's  West,  San 
Francisco;  both,  select 
Neiman  Marcus  and  Saks 
Fifth  Avenue.  Shirt, 
Scott  Hill,  Los  Angeles; 
Wilkes  Bashford,  San 
Francisco;  and  Bergdorf 
Goodman  Men, 
New  York 

GENE  MEYER:  F< 

Department  Stoi 
Gabriel,  CA;  Jeffery 
Allen,  Miami,    id  seta 
Saks  Fifth  Ave  i 
and  Bloomingdale's 


GEOFFREY  BEENE: 

Geoffrey  Beene  on  the 
Plaza,  New  York 

GOTTEX:  800-225- 
SWIM;  for  his  suit, 
dial  ext.  2;  her  top,  ext.  2; 
her  shorts,  ext.  3 

JILL  STUART:  Coatdress, 

Intermix,  New  York; 
and  select  Bloomingdale's 

JOHNSTON  &  MUR- 
PHY: All  Parisian,  Nord- 
strom, and  Johnston  & 
Murphy  stores,  800-424- 
2854 

LEVI  STRAUSS  &  CO: 

800-USA-LEVI  for  store 
information 

TAUTICA  BY  DAVID 

RJ:  The  Nautica 


Store,  New  York 

PAUL  SMITH  SPECTA 
CLES  FROM  OLIVER 
PEOPLES:  Oliver  Peo- 
ples, Los  Angeles; 
Bergdorf  Goodman,  New 
York;  and  all  Neiman 
Marcus  stores 

PAUL  STUART:  Paul 
Stuart,  New  York  and 
Chicago,  800-678-8278 

POLO  BY  RALPH 
LAUREN  and  RALPH 
LAUREN  COLLEC- 
TION: Polo/Ralph 
Lauren,  New  York,  800- 
494-7656 

RETROSPECS  FOR 
ROBERT  MARC: 

Robert  Marc  Opticians, 
New  York 


RICHARD  TYLER: 

His  jacket  and  shirt, 
Bergdorf  Goodman  Men, 
New  York.  Her  jacket 
and  dress,  Barneys,  New 
York;  and  select  Nord- 
strom stores.  All  items, 
Tyler  Trafficante,  Los 
Angeles;  and  select 
Neiman  Marcus  stores 

SUSAN  LAZAR:  Bloom^ 
ingdale's,  New  York  and 
Chicago;  and  Madison, 
Los  Angeles 

Photographed  on  loca- 
tion on  Lake  George, 
New  York;  at  the  Ruah 
Bed  &  Breakfast,  518- 
543-8816;  and  at  the 
Hacker  Boat  Company, 
518-543-6666  • 
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Catalog  Connection 

Here's  a  special  selection  of 

catalogs  for  your  buying 
pleasure.  To  receive  any  one 
of  them,  simply  return  the 
post-paid  card  or  circle  the 
catalogs  you  want  and  fax  this 
page  to  us  at  312-922-3165. 

For  information  on  advertising 
in  the  May  Forbes  FYI  Catalog 
Section,  call  Linda  Loren  at  212-260-0620 
or  fax  212-260-8183. 


RECORDED 
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[ 


'The  best  on  audiocassette" 


Primary  Colors 


:  by  Anonymous 

t  More  than  1 ,600  unabridged 
:  titles  available — best-sellers, 
I  mysteries,  suspense,  histories 
I      and  more.  Ask  about  our 

easy  rentals  by  mail. 
I  For  a  free  color  brochure  call: 

1-800-638-1304 


Star  of  Stripes 
Forever! 


Striped  neckties  are  getting  harder  to  find. 
However,  at  Ben  Silver  we  have  expanded  our 
collection  of  extraordinary  and  authentically 
striped  pure  English  silk  handmade  neckties 
to  provide  the  finest  as  well  as  the  largest 
selection.  Call  fot  our  84  page  color  catalog. 

1-800-221-4671 

149  King  Street, 
London      Charleston,  SC  29401 


Ben  Silver 


HANDCRAFTED  AVIATION 
DISPLAY  MODELS 

Over  500  Aviation  Display  Models  Available 

AEROSPATIALE  /  U  S.C  G  HH-65A 
Dolphin  (1/32nd  =  R/S:  15  3/4") 
@  $159.95 
+  $8.00  S/H 


SHOWCASE  MODEL  CO. 

P.O.  Box  129,  Dept.  FYI-96-04 
Covington.  OH  45318-0129 
(800)  441-9524  -  Orders 
(513)  473-5725  -  Catalogs 
(513)  473-5727  -  FAX 


VISA 


WORLD'S  I  \K(.I  SI  M  \kl  K  <>l  \l  KOSPU  I  KH'I  K  \Sl 


Frke  Catalog 

Precision-cut  Kits  or  Fully  Assembled 

One  piece  from  a  collection 
of  handcrafted  solid 
wood  furniture  of 
the  finest  cherry 
or  quarter  sawn 
oak.  Available 
fully  assembled 
or  as  kits  that 
are  easy  and  fun 
to  put  together. 

Wood  Classics 

Box  96FY3910,  Gardiner,  NY  12525 
914-255-5651 


America's 
best-loved  gifts 
since  1934 


Over  300  gift  ideas:  exclusive  Royal 
Riviera"  Pears,  luscious  gift  baskets, 
gourmet  gifts  and  Harry  and  David's* 
original  Fruit-of-the-Month  Club*. 
Award-winning  66-page  color  catalog. 
FREE.  800-547-3033. 


Sterling 

SERVICES 


Cheat  At  Tennis 


TENNIS 
TUTOR 

Your  Very  Own 
Portable  Tennis 
Ball  Machine 


Practice  Like 
the  Pros  ! 

1-800-448-8867 

for  FREE  brochure 


"Taste 
Perfection' 

Smoked  Scottish 
Salmon  Sampler 


$ 


A  Total  of  Three  Quarters  of 
a  Pound  in  three  convenient 
4  oz  vacuum  packs. 
New  Customers  Only 

FREE  16  page  color  catalogue-  including  Caspian  Sea 
Caviars,  English  Cheeses,  Loch  Fyne  Kippers  ...more. 


17* 

m  plus 

-^L  9  Shipping 


1-800-858-7100 


LIMITED 


For  information  on  the  next  FYI  Catalog  Connection,  call  Linda  Loren  at  212 


acker  boats  were  perfection 


uccess 


By  Patrick  Cooke 


even  better  today 

from  the  pantheon  of  life's  perfect  moments:  it  is 
Sunday  morning  at  a  cottage  along  the  wide  shores 
of  Big  Tupper  Lake.  You  are  folded  into  an 
Adirondack  chair,  the  Sunday  Times  heavy  in  your 
lap,  when  the  faraway  thunder  of  a  powerboat 
causes  you  to  peer  over  your  Ray  Bans  and  out  across  the 
glittering  water.  The  boat  grows  closer,  like  a  mirage  tak- 
ing form,  and  you  begin  to  make  out  its  sleek  mahogany 
lines  and  shimmering  brightwork.  Yes,  in  this  perfect  mo- 
ment, your  willowy  wife  is  at  the  wheel,  arriving  with 
coffee  and  bagels.  The  day  lies  stretched  ahead  of  you 
both.  You  don't  owe  a  penny  on  the  cottage  and,  best  of 
all,  the  boat  tying  up  now  at  dockside  is  a  Hacker  Dolphin. 
Your  Hacker  Dolphin. 

There  was  a  time  long  ago  in  America  when  the  wood- 
en powerboat  was  king.  From  Tahoe  to  Champlain  names 
like  Chris-Craft,  Garwood,  Century  and  Hacker  ruled  the 
highland  waves.  Too  soon  wood  gave  way  to  plastic  and 
fiberglass,  however,  and  an  era  vanished. 

Or  almost.  In  the  small  Lake  George  village  of  Silver 
Bay,  in  upstate  New  York,  tradition  clings  to  the  shore. 
Hacker  craft  are  once  again  being  built,  every  one  of  them 
by  hand,  just  as  they  were  in  the  1920s.  They  are,  in  fact, 
being  built  better  than  they  were. 

"John  Hacker  was  originally  a  naval  architect,  and 
turned  out  40  to  50  boats  a  year  starting  in  the  early  1920s," 
says  Bill  Morgan,  as  he  slowly  motors  out  into  the  center 
of  Lake  George  in  a  24-foot  runabout.  For  the  past  decade 
and  a  half,  Morgan  has  owned  the  Hacker  company  name. 
Today  he  and  a  small  group  of  craftsmen  turn  out  pristine 
replicas  at  his  small  Silver  Bay  boatyard.  "By 
1929  the  Hackers  were  gone;  they  disappeared 
in  their  infancy." 

It  may  have  been  Bill  Morgan's  karma  to 
breathe  new  life  into  the  company  more  than 
40  years  after  its  extinction.  He  had  grown  up 
on  Lake  George  in  the  1920s  watching  Hackers 
race  in  the  Gold  Cup  Series,  fast  boats  with 
dreamy  names  like  Miss  Los  Angeles,  Baby 
Bootlegger  and  Hotsy  Totsy.  In  the  1940s  he 
began  racing  himself,  winning  34  of  36  races  in 
his  last  year  of  competition. 

"I  started  doing  restorations  in  the  1960s," 
Morgan  says  as  he  opens  the  throttle  and  the 
Honduras  mahogany  hull  cuts  through  the  chop. 
"We  saved  all  the  Hackers  we  could.  We'd  find 
them  in  barns,  or  out  in  fields  with  trees  grow- 
ing  up  through  their  bottoms." 

Morgan  restored  50  to  60  Hackers,  and  when 
he  more  or  less  ran  out,  started  building  replicas. 
'W'e  had  to  build  new  boats  using  patterns  from 
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the  restored  Hackers  because  all  the  original  jigs  and  tools 
were  lost.  We  had  to  make  all  new  sand  castings  for  the 
chrome  and  hardware.  But  soon  we  were  building  the  boats 
exactly  as  they  had  been  built  in  the  '20s." 

Which  is  when  Morgan  discovered  something:  Hack- 
ers could  be  built  better  than  the  originals.  New  tech- 
nologies unavailable  to  John  Hacker  improved  the  boats  in 
a  few  subtle  but  important  ways.  "For  one  thing,  engines 
had  gotten  bigger,"  Morgan  says.  "Where  Hacker  ran  no 
horsepower  in  25-footers, 
we  were  running  350- 
horsepower  engines  that 
top  out  at  more  than  50 
miles  per  hour.  So  we  be- 
gan by  making  the  sup- 
ports stronger." 

Morgan  added  25% 
more  white-oak  frames 
and  improved  the  bolting. 
He  saturated  the  floor 
timbers  in  epoxy  and  dou- 
bled their  number.  "There 
was  a  lot  of  flex  in  the 
original  Hackers.  Today 
there's  none  at  all." 

The  biggest  improve- 
ment, however,  was  made 
in  handling,  which  came 
with  reworking  the  bot- 
tom design.  "If  you  run 
wide  open  in  an  original 
Hacker,  the  bow  will  come 
right  up  out  of  the  wat- 
er," Morgan  says  over  the 
sound  of  the  wind  and  thrum  of  the  engine.  "The  same  is 
still  true  as  well  of  any  of  today's  modern  fiberglass  boats. 
Problem  is,  you  end  up  sitting  on  the  top  of  the  driver's 
backrest  because  you  can't  see  over  the  bow.  So  we 
changed  the  running  surfaces  underneath  and... look." 
Morgan  pushes  the  throttle  to  the  limit  and  the  nose  stays 
put.  "We  didn't  change  a  thing  above  the  water  line.  The 
boat  still  looks  precisely  like  a  Hacker  design,  it  just  han- 
dles a  hell  of  a  lot  better." 

Morgan  made  a  few  other  minor  concessions  to  im- 
proved technology:  dual  rather  than  the  original  single  ex- 
hausts, for  better  engine  performance;  laminated  wind- 
shields (with  blue  or  green  tints);  and  stainless  steel  fit- 
tings that  have  replaced  chrome,  so  that  pitting  is  no 
longer  a  worry.  A  diesel  engine  option  is  available,  as  is 
the  replacement  of  the  standard,  soft  vinyl  upholstery  with 
genuine  leather.  (Note:  the  leather  option,  though  classy, 
is  generally  thought  to  be  a  mistake  in  marine  craft  where 
water  and  deck  shoes  constantly  pound  seating.  Leather 
doesn't  wear  as  well  as  vinyl  or  retain  the  same  instant 
spring-back  "memory"  when  stepped  on.) 

Today  Morgan  builds  Hackers  in  lengths  from  20  feet 
(double  cockpit)  starting  at  $40,000,  to  38  feet  that  ap- 


proach  $100,000 — triple  cockpit,  rear  tonneau  cover  in 
eluded.  (The  first  Hackers  sold  in  the  1920s  for  $1,975.) 

Morgan  cuts  the  engine  and  stops  the  runabout  deac 
in  the  middle  of  Lake  George  to  explain  his  pricing 
"Look,  you  can  easily  pay  $125,000  for  some  mass-pro- 
duced piece  of  fiberglass  over  30  feet,  and  that's  just  what 
you'll  get.  Plus,  it  will  have  limited  resale  value.  Now,  \i 
you  bought  a  Hacker  five  years  ago,  today  it's  still  worth 
pretty  much  what  you  paid  for  it." 

But  when  you  buy  fiberglass 
aren't  you  paying  for  the  conven 
nience  of  not  having  to  fuss  with 
high-maintenance  wood?  "Sure; 
""""■■^^^^^   I  understand  that  not  everyone 
wants  a  wooden  boat,  but  new  techb 
^^Hj   niques  have  made  wood  easier  and 
M  cheaper  to  take  care  of,"  he  saysj 
^  "We  send  boats  out  with  12  to  11 
coats  of  varnish.  It's  going  to  cosi 
you  about  $1,500  every  five  years  01 
so  to  keep  it  up — maybe  more  u 
you're  near  salt  water.  But  after  3c 
years  your  boat  is  going  to  look 
better  than  when  you  bought  it  be 
cause  of  the  added  layers  of  varnish! 

Morgan  does  a  steady  business 
in  trades — some  Hackers  in  his 
boatyard  have  only  25  or  so  hours 
on  them — and  always  keeps  one  0 
each  model  under  construction, 
well  as  five  or  six  finished  boat: 
waiting  in  stock.  Even  if  the  boat- 
yard made  you  one  from  tht 
ground  up,  the  delivery  time  is 
only  about  eight  weeks.  "Just  because  it's  an  old  desigr 
doesn't  mean  you  have  to  wait  years  to  get  one,"  he  says 
"It's  a  boat,  not  a  bottle  of  wine." 

And  have  customers  been  generally  satisfied?  'Well,  I'll 
tell  you  a  story"  says  Morgan,  motoring  slowly  back  to  the 
boatyard  as  the  shadows  grow  long  over  Lake  George.  "A[ 
customer  called  me  up  not  long  ago  who  had  a  24-footen 
with  a  454  engine.  He  said,  'Bill,  I  guess  I  had  a  little  tod 
much  to  drink  last  night  and  ran  my  boat  head-on  into  a 
dock  at  30  miles  per  hour.'  He  brought  the  boat  in  and 
turns  out  he'd  hit  hard  enough  that  the  engine  mounts 
sheared  off  and  the  engine  slid  forward,  pulling  the  ex^ 
haust  pipes  out  of  the  transom.  The  steering  column  was 
bent  and  the  nose  piece  was  dented.  That  was  it.  Now,  a 
fiberglass  boat  would  have  been  in  shreds,  but  there  was  no 
structural  damage  at  all.  Amazing." 

And  the  driver,  was  he  okay?  What  happened  to  him? 
"Oh,  nothing,"  says  Morgan,  a  little  surprised  by  the 
question.  "He  was  fine,  of  course.  He  was  driving  a 
Hacker,  for  goodness  sake!" 

Just  another  of  life's  perf  ect  moments,  we  suppose.* 

The  Hacker  Boat  Company,  Silver  Bay,  N.Y.;  518-543-6666. 
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ASTE  THE  WARMTH 


OF  FINE  COGNAC 


BLENDED  WITH  THE 


SMOOTH  PLEASURE  OF 


A  LEGENDARY  LIQUEUR. 


1  Do  they  have  holes  in  their  heads?  I 
Ij  ( Well,  as  a  matter  of  fact . . .)  I 

I  A  Parent's  I 
Guide  To 

Body  Piercing 

"W*       et's  not  kid  ourselves.  Our  traditional  standards  of  social 
decorum,  personal  grooming  and  morality  have  softened. 
mm  The  Body  Social  has  turned  to  cellulite.  And  parental  au- 
mBwwhI  thority,  once  secured  r<>  solid  foundations  of  convention, 
now  heaves  uncertainly  on  a  bed  of  Nerf. 
I  What's  a  parent  to  do?  Ripped  T-shirts  one  day.  Blue  mohawks  the 

next.  Then  underwear-as-outerwear,  and  finally  your  little  savages  are 
sporting  niobium  rings  in  their  navels  and  nipples,  setting  off  airport 
metal  detectors  and  watching  the  Discovery  Channel. .  .for  fashion  tips. 

But  you're  not  Maori  elders,  you're  American  moms  and  dads,  and 
there  comes  a  point — even  in  our  slack,  self-determining  times — when 
enerf  is  enerf:  there  have  to  be  some  limits.  So  to  aid  you  in  setting 
appropriate  restrictions,  we  offer  this  parent's  primer  on  body-piercing. 
My  field  study  of  modern  primitives  began  with  Angela,  a  profes- 

By  Daniel  Wattenberg 

Illustrations  By  Joe  Ciardiello 


"I  went, 'Oh  my  God,  I'm  worth  a  car,' 
she  recalls  thinking  when  she  added 


"I'm  worth  a  1976  J^i-  Nova.' 


sional  body-piercer  with  pink  hair,  purple  nails  and  two 
sterling  silver  barbells  in  her  tongue.  "I've  made  myself 
almost  a  cartoon  character,"  she  says.  Angela  worked  out 
of  an  Adams-Morgan  (Washington,  D.C.'s  scale-model 
East  Village)  clothing  boutique  until  the  owner's  hus- 
band, a  lawyer,  developed  concerns  about  the  shop's  in- 
surance rates. 

"The  pain  factor  is  relative,"  Angela  explained.  "If 
you're  really  relaxed  and  really  kind  of  psyched  into  the  fact 
that  you  are  going  to  be  pierced,  it's  not  going  to  be  such 
a  big  deal  as  somebody  who  is  really,  really  nervous  and 
jittery  beforehand." 

Pain,  in  Angela's  view,  is  all  in  the  mind,  and  she  com- 
bats it  at  its  source.  "I  use  aromatherapy  on  some  clients," 
she  explained.  "This  process  occurs  inside  your  brain,  and 
it  triggers  off  different  endorphins  and  things:  it's  an  ac- 
tual science,  you  can  read  about  it."  Angela  calms  pre- 
piercing  jitters  with  lavender  ("it  just  smells  really  won- 
derful") or  clary  sage,  almost  a  "muscle  relaxant,"  which 
makes  you  "all  soft  and  mushy." 

After  a  piercing  she  will  unstopper  the  "tangerine,  for, 
like,  bringing  people  back  to  earth  again."  Logically,  this 
means  that  piercings  hurt  so  bad  that  people  are,  like,  see- 
ing stars.  Don't  expect  Angela  to  admit  that.  Cartoon 
characters,  whether  Wile  E.  Coyote  or  Angela,  can  take 
a  lot  of  pain  and  still  come  back  for  more.  And  besides, 
Angela  is  an  industry  pokesperson,  professionally  inter- 
ested in  downplaying  the  pain  factor. 

But  the  simple  fact  is,  the  piercing  craze  incubated 
among  S/M  enthusiasts.  And  such  people,  after  all,  like 
pain.  In  a  1985  survey  of  Piercing  Fans  International  Quarter- 
ly subscribers,  57%  reported  engaging  in  dominant-sub- 
missive play,  the  signature  practice  of  S/M.  Thirty-three 
percent  of  those  same  respondents  reported  having  un- 
dertaken post-graduate  level  study.  Like  I  said,  these  peo- 
ple like  pain. 

Kristin,  a  twentysomething  hair  stylist  with 
ear,  brow,  nose,  tongue  and  other  piercings, 
estimates  that  she  has  spent  over  $3,000  on 
her  body-piercings  and  tattoos.  "I  went,  'Oh, 
my  God,  I'm  worth  a  car,'"  she  recalls  think- 
ing when  she  added  it  all  up.  "I'm  worth  a  1976  Nova." 

She  is  often  accosted  by  strangers  wanting  to  know  if 
it  hurts.  "If  you  are  going  to  shove  a  sharp  piece  of  steel 
through  your  skin,  do  you  think  it's  gonna  hurt?"  is  her 
response.  I  took  that  to  mean,  yes,  it  hurts— more  than 


spending  over  $3,000  on  a  1976  Nova. 

Her  most  painful  piercing  was  her  tragus — the  name,  il 
turns  out,  for  the  little  triangular  flap  of  cartilage  guarding 
the  entrance  to  the  ear.  "When  she  shoved  that  needle 
through  that  cartilage,  I  was  dying,"  she  remembers.  "Oh, 
my  God!  It  just  hurt  like  nobody's  frickin'  business,  and 
I'm  just,  like,  'Could  somebody  hit  me  with  a  bus  right 
now?'"  So  don't  pierce  your  tragus,  and  don't  hit  Kristin 
with  your  bus:  major  tire  damage. 

Kristin's  friend  Bonnie  had  her  navel  pierced.  "I  felt  it 
was  an  outstanding  experience,"  says  Bonnie.  Her  belly 
button  felt  otherwise.  It  "rejected,"  or  pushed  out,  the  navel 
ring.  Bonnie  works  for  PETA,  People  For  The  Ethical 
Treatment  Of  Animals.  "I  don't  want  to  be  part  of  an  an- 
imal going  through  pain  and  suffering,"  she  says. 

Dumb  kids,  smart  belly  buttons:  in  an  era  when  chil- 
dren torture  themselves  yet  cringe  at  the  discomforts  of 
laboratory  animals,  it's  hard  to  know  how  to  counsel  them. 
Traditionally,  parents  counsel  their  young  to  weigh  short- 
term  pleasures  against  long-term  risks:  sex  with  youil 
boyfriend  in  the  swimming  pool  may  feel  good,  but  imag- 
ine the  consequences — an  unwanted  child,  with  fins. 
Body-piercing  confounds  this  traditional  parenting  logic. 
Try  it:  drilling  holes  in  your  face  may  feel  good,  but.... 

You'll  have  to  try  a  different  tack.  This  approach  might 
work:  imagine  it's  not  your  tongue  being  skewered;  it's  a 
white  rat's.  But  this  one  looks  like  a  loser:  you  need  a  per- 
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crated  brow  like  you  need  a  hole  in  the  head. 

Do-it-yourself  home-piercings  are  especially  risky, 
tories  of  botched  amateur  jobs  abound,  says  Angela: 
Like,  'I  just  shoved  a  nail  through,  and,  oh  well,  it  got  re- 
lly  infected  and  I'm  not  really  sure  why."' 

Margaret,  a  suds-slinger  at  an  Adams-Morgan  bar, 
;nce  made  a  friend  of  hers  pierce  her  nostril.  "I  put  a  car- 
ot  up  my  nose  so  he  had  something  to  push  into,"  she 
ays.  "He  shoved  the  stud  into  my  nose  and  into  the  car- 
ot,  which  is  supposed  to  happen.  But  we  were  such  id- 
3ts,  I  couldn't  get  the  carrot  out.  I'm  walking  around  with 
12-inch  carrot  in  my  nose.  I  finally  pulled  the  stud  and 
he  carrot  out,  but  the  hole  had  already  closed  up  on  the 
nside,  so  I  decided  to  have  it  done  professionally." 

Her  eyebrow-piercing  was  worse  than  a  vegetable  gar- 
len  growing  in  her  facial  orifices.  The  usually  simple  pro- 
edure  turned  into  a  40-minute  gouging  when  the  first- 
ime  piercer  panicked  at  the  sight  of  Margaret's  unexpect- 
dly  profuse  bleeding.  Margaret  had  quaffed  a  couple  of 
ieers  earlier  that  day,  thinning  her  blood. 

Beyond  warning  against  the  dangers  of  drinking  and 
[riving  spikes  into  your  flesh,  parents  can  take  these  sim- 
ile steps  to  prevent  do-it-yourself  home-piercings:  keep 
11  sewing  needles,  safety  pins,  nails  and  carpet  tacks  in  the 
tome  locked  securely  away.  Also,  ice  picks,  staple  guns  and 
k>wer  tools.  These  safeguards  should  be  sufficient.  If  not, 
eep  all  the  teenagers  in  your  home  locked  securely  away. 

Though  unregulated,  professionals  like  Angela  gener- 


ally take  health  and  safety  precautions:  forceps  (for  clamp- 
ing tight  the  area  to  be  pierced),  piercing  needles  and  jew- 
elry are  sterilized  in  autoclaves  or  dry-heat  sterilizers;  the 
piercer  wears  gloves;  body-friendly,  implant-grade  surgi- 
cal steel  is  usually  used  in  first-time  piercings;  gloves  and 
needles  are  discarded  in  hazardous  waste  receptacles  after 
each  use  to  minimize  the  risk  of  spreading  AIDS  or  Hep- 
atitis B;  and  detailed  cleaning  and  after-care  instructions 
are  often  provided. 

Like  many  piercees,  Kristin  says  that  her  piercings  are 
largely  for  "adornment."  She  often  removes,  replaces  and 
rotates  piercings  for  aesthetic  effect.  "I've  had  a  lot  of  pierc- 
ings that  I've  taken  out  because  I  wanted  a  new  one,  and  I 
don't  want  to  have  this  full-metal-jacket  face,"  she  explains. 
"If  I  had  every  piercing  I  wanted,  I  would  be  a  scary  bitch." 

We  spoke  just  days  before  she  was  to  get  two  new  ones. 
"I'm  going  on  vacation,  so  I  have  to  get  myself  all  gussied 
up,"  she  said. 

For  an  unapologetic  aesthetic  critique  of  body 
ornament,  I  had  to  go  all  the  way  back  to 
the  1908  essay  "Ornament  and  Crime,"  by 
Austrian  modernist  architect  Adolf  Loos,  a 
radical  aesthetic  purist.  I  don't  know  if  Loos' 
kids  wore  navel  rings  under  their  lederhosen,  but  he  should 
get  your  kids'  attention: 

"The  Papuan  kills  his  enemies  and  eats  them.  He  is  not  a 
criminal.  But  when  modern  man  kills  someone  and  eats  him, 
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wish  to  mark 


God  knows  where 
she'll  wear  it. 

he  is  either  a  criminal  or  a  degenerate.  The  Papuan  tattoos  his 
skin,  his  boat,  his  paddles — in  short  everything  he  can  lay 
hands  on.  He  is  not  a  criminal.  The  modern  man  who  tattoos 
himself  is  either  a  criminal  or  a  degenerate.  There  are  prisons 
in  which  80%  of  the  inmates  show  tattoos.  The  tattooed  who 
are  not  in  prison  are  latent  criminals  or  degenerate  aristocrats. 
If someone  who  is  tattooed  dies  at  liberty,  it  means  he  has  died 
a  few  years  before  committing  a  murder. " 

But  beware,  Loos  could  backfire  on  you.  Modern  man 
shouldn't  ornament  his  body,  Loos  reasoned,  simply  be- 
cause the  primitive  Papuan  tribesman  does  ornament  his 
body... the  same  Papuan  who,  after  all,  eats  his  enemies. 
Here's  the  trap:  today's  piercing  initiates  are  neo-tribal- 
ists  more  apt  to  emulate  primitive  tribal  rites  than  to  re- 
ject them  as  incompatible  with  civilized  norms.  So  tread 
carefully.  In  arguing  to  your  neo-tribal  teen  that  he 
should  not  pierce  himself  because  the  Papuan  does  it  and 
the  Papuan  eats  his  enemies,  you  risk  turning  him  into 
a  neo-cannibal. 

Multiculturalism  is  a  fact  of  life.  Don't  fight  it.  Instead, 
encourage  your  children  to  selectively  skim  the  best  from 
other  cultures.  Native  American  sweat  lodges,  preferably 
coed:  check.  Game-hunting  with  blowguns:  now  you're 
talking.  But  hanging  from  flesh  hooks  is  over  the  line. 
Suggest  a  suitable  alternative  recreation,  like  fishing. 

As  for  the  aesthetics,  keep  it  simple.  Body- 
piercing  is  an  American-style  fad.  Remind 
your  youngsters  that  in  this  country  we 
have  no  sense  of  style.  Sure,  Madonna  is 
pierced.  But  you  don't  see  Catherine  Den- 
euve  showing  up  at  Paris  film  premieres  with  slivers  of 
junk  metal  stapled  to  her  fine  features. 

No  parent's  guide  would  be  complete  without  furnish- 
ing answers  to  the  quasi-religious  and  mystical  justifica- 
tions often  cited  by  neo-tribalists.  Kristin  cites  "deeper 
reasons"  transcending  the  merely  aesthetic.  "It's  about 
adornment,  but  it's  also  about  rites  of  passage,"  she  says. 
"Something  happens  in  your  life  and  you  feel  like  you  want 


in  her  life, 
/ely  buy  her  a 
let,  but 


to  mark  it  in  some  way,"  with  a  piercing. 

Should  your  daughter  wish  to  mark  significant  moj 
ments  in  her  life,  you  could  buy  her  a  tasteful  charm 
bracelet,  but  God  only  knows  where  she'll  wear  it,  and  ] 
don't  know  if  they  make  them  in  implant-grade  surgica] 
steel.  Maybe  a  diary  instead? 

If  the  dearth  of  rites  of  passage  in  American  life  todajj 
has  truly  left  a  spiritual  void  in  your  teenagers'  souls,  you 
may  inform  them  that  the  crucial  rite  of  passage  into  adult- 
hood among  Victorian-era  youth  was  getting  a  secure  job 
and  contributing  a  fixed  portion  of  their  wages  to  the  sup- 
port of  the  family. 

Body  ornamentation  can  severely  complicate  the  final 
rite  of  passage.  In  Judaism,  you  cannot  be  buried  in  . 
Jewish  cemetery  if  you  have  a  tattoo.  You  could  cite 
Jewish  law  against  body-ornamentation.  But  kids  are 
smart,  and  if  they  point  out  you're  not  Jewish,  you  have 
a  problem.  And  if  you  are  Jewish,  you  have  a  problem. 
Beth,  the  daughter  of  Orthodox  Jews,  is  multiply 
pierced.  I  wondered  where,  in  light  of  Jewish  law,  she 
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F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
s  quaint,  as  secluded  as  any  undiscovered  island, 
aucala,  a  Forbes  Magazine  South  Pacific  Property  - 
le  perfect  island  resort. 

i Enjoy  our  spectacular  sun-drenched  beaches  in  all 
heir  secluded  beauty.  This  pristine  paradise  offers  the 

pr  hb  \v<  irld's  finest 

scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

eople  who  want  the  ultimate  vacation  experience  - 
le  finest  amenities  without  the  formalities.  Go  deep 
pa  fishing  on  board  the  island's  private  fishing  boat.  It 
ou  wish,  our  master  chef  will  prepare  your  catch  for 
pur  dining  pleasure.  Dive  in  azure  waters,  world 
unowned  for  the  beauty  and  abundance  of  their 
opical  fish  and  the  marvel  of  their  coral  reefs. 


J 

All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 

EXTRA  COST.  " ";  ™  ''  * 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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Suppose,  I  postulated, 
that  in  ten  years,  the  ] 
consensual  amputation 
of  digits  becomes 
fashionable.  "Funny 
you  should  mention 
that..."  Kristin  began.  I 


would  be  buried. 

"On  the  other  side  of  the  gate,  I 
guess,  with  my  non-Jewish  husband," 
she  replied. 

ocial  critic  John  Leo  clas- 
sifies body-piercing  as  an- 
other sad  example  of  "de- 
fining deviancy  down," 
Daniel  Patrick  Moynihan's 
term  for  our  society's  tendency  to  in- 
definitely relax  its  standards  to  accom- 
modate ever  more  bizarre  and  anti- 
social extremes  of  behavior.  Maybe  a 
discreet  nostril  stud  can  be  an  attrac- 
tive accessory  on  the  right  nose,  the  re- 
asoning goes,  but  where  does  it  all  end? 

The  West  Coast  subcultures  that 
brought  us  body-piercing  are  diversi- 
fying into  scarification  (patterned  or 
random  cutting  of  the  flesh  with 
scalpels)  and  branding  (the  burning  of 
patterns  into  the  flesh  with  pieces  of 
superheated  metal). 

Kristin  already  has  a  brand  on  her 
left  arm.  (She  said  it  didn't  hurt  much, 
that  the  metal  was  so  hot  it  went 
"right  through  the  pain  receptors"  in 
the  skin  and  "literally  melted  into  the 
flesh"  before  she  noticed  any  pain.  It 
was  healing  poorly:  irritated  red  welts 
dotted  her  upper  arm.  I  couldn't  be 
sure  from  the  interview  tape  if  she 
said,  "My  skin  doesn't  scar  well,"  or 
"  ...char  well.")  Kristin  accompanied 
a  close  friend  who,  hoping  to  "con- 


front his  Spirit  God,"  underwent! 
scarification.  (It  was  "very  painful  andP 
very  hard,"  she  allowed,  "watching 
him  jump  and  flinch  and  go,  'I  think 
I  need  a  breather.'") 

I  was  curious  about  how  far  down 
Angela  was  willing  to  define  deviancy 
If  consent  is  the  only  limit  on  whal 
people  may  do  with  their  bodies,  I 
wondered,  would  she  favor  lifting  re-^ 
strictions  on,  say,  dueling?  "Like  kilH 
ing  people,  like  battling  it  out  td 
avenge  the  principle  of  honor?"  Angela 
clarified.  "I  never  thought  about  that) 
before,  but  yeah,  I  would  say  so,  if  it's 
a  matter  of  honor,  and  you  both  know) 
what  the  consequences  are."  Honor, 
dueling. ...  Loos  was  right:  these  peo- 
ple are  degenerate  aristocrats. 

I  upped  the  ante  with  Kristin:  sup- 
pose, I  postulated,  that  in  ten  years) 
the  consensual  amputation  of  digits 
becomes  fashionable.  "Funny  you 
should  mention  that. . ."  she  began.  "AS 
couple  of  years  ago,  there  was  this] 
thing  out  in  California  where  people) 
were  removing  every  other  tooth.  So) 
when  they  smiled,  they  would  bite 
their  teeth  down,  and  instead  of  two! 
rows  of  teeth,  you  had  one,  sort  of 
locked  together." 

Conversations  like  these  shook  my 
confidence  in  Mr.  Leo's  pat  theory  of 
defining  deviancy  down.  People  insert 
steel  pins  in  their  tongues,  carrots 
in  their  noses,  grommets  in  their  gen- 
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|:alia,  melt  their  flesh  and  extract  their 
[seth.  Maybe  Mr.  Leo  is  defining 
l.uman  beings  up. 

We  are  creatures  of  fashion,  "that 
nsane  imitation  which  is  so  strange  a 
pature  of  the  human  character,"  ac- 
iording  to  Charles  Mackay,  the  19th- 
'entury  author  of  Extraordinary  Pop- 
lar Delusions  And  The  Madness  Of 
Crowds,  a  historical  survey  of  popular 
oily  such  as  witch  manias,  mesmer- 
,m  and  dueling.  "So  powerful  is  the 
ifluence  of  fashion,"  Mackay  said  of 
he  atrocious  slow-poisoning  craze 
hat  seized  Italy  and  England  cen- 
uries  ago,  "it  can  even  cause  murder 

0  be  regarded  as  a  venial  peccadillo." 
Mackay's  account  of  the  clerical 

ampaign  against  the  fashion  for  long 
Lair  on  men  in  the  time  of  Henry  I 
•rovides  an  apt  moral  with  which  to 
onclude  our  primer.  "Every  pulpit  in 
,he  land  resounded  with  anathemas 
:!gainst  that  disobedient  and  long- 
haired generation,"  Mackay  wrote, 
liut  clerical  fulminations  were  futile, 
Lntil  "at  last,  accident  turned  the  tide 
>f  fashion."  A  knight  of  the  court, 
./ho  was  "exceeding  proud  of  his 
peauteous  locks"  and  "a  man  of  influ- 
Ince  and... the  acknowledged  leader 
[if  the  fashion"  had  a  nightmare. 
Dreaming  that  "as  he  lay  in  bed,  the 
|evil  sprang  upon  him  and  endeav- 
ored to  choke  him  with  his  own  hair," 
he  knight  "started  in  affright,  and  ac- 
tually found  that  he  had  a  great  quan- 
tity of  hair  in  his  mouth."  Interpreting 
[he  dream  as  a  "warning  from  heaven, 
lie... cut  off  his  luxuriant  tresses  the 
ame  night... and  his  example,  aided 
|y  priestly  exhortations,  was  very  gen- 
j  rally  imitated." 

1  The  moral  of  the  story  is  clear,  if 
discouraging:  there  may  be  nothing 
|ou  can  do  to  stop  your  primi-teens 
jrom  piercing  themselves.  Unless  the 
levil  visits  the  acknowledged  leader  of 
oody-piercing  fashion,  Madonna,  in 
bed.  Not  impossible. 

But  until  then,  try  to  smile.  Unless 
ou  are  one  of  those  people  in  Cal- 
ifornia who  had  the  alternate  teeth  ex- 
Iracted,  in  which  case,  please  refrain.  • 


Many  Locations 
Throughout  Asia. 
One  Commitment. 

A  single  commitment:  to  serve  you  in  the  best  way  possible. 
As  a  member  of  Renaissance  Hotels  International, 
worldwide  bookings  are  simplicity  itself. 
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It  may  be  small.  But  the  Bose  Acoustic  Wave  music  system  is  definitely  an 
overachiever.  The  unit  features  a  compact  disc  player,  AM/FM  radio,  a  handy 
remote  control,  and  our  patented  acoustic  waveguide  speaker  technology. 
And  it  produces  a  rich,  natural  sound  quality  comparable  to  audio  systems  costing 
thousands  of  dollars.  We  know  that's  hard  to  believe.  So  we're  ready  to  prove  it. 
Call  or  write  now  for  our  complimentary  guide  to  this  award-winning  system. 
Because,  like  the  system  itself,  it  is  only  available  directly  from  Bose. 

Call  today.  1-800-898-BOSE,  ext.  A44. 


Daytime  felephi 


Daniel  Wattenberc.  is  a  contrib- 
uting editor  at  George. 


A 


Things  To  Do  Other  Than  Shop... 

part  from  the  buying  excursions,  sightseeing  op- 
portunities in  Hong  Kong  are  notoriously  scant, 
and  can  easily  be  covered  during  the  tourist's  av- 
erage three-day  stay.  Most  guidebooks,  foraging  for  fur- 
ther recommendations,  will  suggest  day  trips.  A  cruise  to 
Lantau  Island  to  see  the  world's  tallest  Buddha,  dating 
back  to  1993.  A  visit  to  the  Aberdeen  marina,  home  of 
the  world's  largest  floating  restaurants  serving  the  world's 
oiliest  food.  These  activities  can  comfort- 
ably be  skipped. 

No,  what  you' ve  come  for  is 
the  extraordinary  energy  eddy- 
ing around  The  World's  Busiest 
Port.  Skyscrapers  throb.  Office 
workers  on  lunch  breaks 
whiz  along  the  nar- 
row streets  of  the 
Central  financial  dis- 
trict. Subways  are  fast 
and  efficient,  and  even 


Money  to  burn  ?  Fill  up  your 
bag  and  watch  your 
credit  line  go  up  in  smoke. 


escalators  gather  unsettling  velocity.  You  can  hear  the  dol 
lars  bristling.  There's  more  than  enough  excitement  here 
to  merit  rationing  your  time  between  Hong  Kong  Island 
and  Kowloon  peninsula,  on  opposite  sides  of  the  spectac-! 
ular  harbor.  Preferred  methods  for  taking  in  the  harbor 
view  are  from  atop  Victoria  Peak  (roundtrip  tram  ride  $3j 
from  Garden  Road  in  the  Central  district),  aboard  the  Stan 
Ferry  (22  cents,  first  class,  for  the  glorious  ten-minute 
crossing),  or  relaxing  at  a  window  table  in  the  Regent 
hotel's  cocktail  lounge  ($10  for  a  Mai-Tai). 

One  finds  occasional  respite  from  the  pulsating 
throngs,  of  course.  Miles  of  hiking  paths  berib- 
I  bon  Victoria  Peak.  Early  morning  t'ai  chi  practi- 
tioners silently  meet  in  Victoria  Park  nean 
Causeway  Bay.  Worshippers  set  out  oranges  and) 
paper  funerary  gifts  within  the  dark,  incense-i 
thickened  precincts  of  Man  Mo  Temple  on  Hoi-; 
lywood  Road.  And  once  you  leave  the  Blade- 
Runner  vertically  of  Central,  much  of  Hong; 
Kong  Island  is  surprisingly,  greenly,  undevel- 
oped. To  get  a  sense  of  the  terrain,  take  the] 
lovely  excursion  along  the  winding  coastal  roadl 
to  Repulse  Bay  and  Stanley  Market  (a  cabi 
ride  nearly  to  the  other  end  of  the  island  will 
only  cost  around  $12). 
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Sleeping 


odging  is  costly  in  Hong  Kong.  We'll  offer  just  two 
choices,  one  for  each  side  of  the  harbor,  on  the 
premise  that  you  might  as  well  go  the  whole  lux- 
ry  route  for  unrivaled  views  and  service.  As  you'd  expect 
i  a  commercial  hub  of  this  magnitude,  the  best  hotels 
re  geared  to  the  business  traveler,  with  fully  equipped 
usiness  centers,  scores  of  knowledgeable  concierges  on 
uty,  exercise  and  spa  facilities  and  corporate  room  rates, 
ioth  of  our  choices  are  consistently  rated  among  the  top 
en  hotels  in  the  world. 

Our  favorite  Kowloon  address  by  far 
;  The  Regent.  Its  elegantly  stream- 
ned  lobby  gives  out  onto  one  of  the 
/orld's  great  vistas:  a  40-foot-high 
/indow  on  the  sampans  and  scows 
igzagging  the  harbor,  and,  beyond 
hem,  the  thrilling  skyline  of  Hong 
Cong  Island. 

Harborside  guest  rooms  afford 
he  same  view  from  picture  windows, 
"urnishings  are  quietly  tasteful;  baths 
jre  outfitted  with  sunken  tubs  and 
iermes  supplies.  The  staff  are  unfail- 
ngly  gracious  and  accommodating. 
7ou  will  be  treated  to  eager  24-hour 
krder  seivice,  and  an  insidious  trayful 


of  chocolates  each  afternoon.  Unwind  in  one  of  the  private 
massage  and  sauna  rooms  of  the  spa  downstairs,  or  float  in 
an  outdoor  pool  that  seems  cantilevered  over  the  peninsula. 
Harborside  doubles  range  from  $450  to  $500,  with  other 
doubles  starting  at  $335  (not  including  10%  service  charge 
and  5%  government  tax). 

The  Regent  and  the  shopping  are  sufficient  reasons  to 
be  headquartered  on  Kowloon,  but  some  travelers  prefer 
staying  where  the  commercial  action  is,  on  Hong  Kong 
Island.  Our  choice  here  is  The  Island  Shangri-La,  which 
opened  in  1991  on  floors  39  to  56  of  an  office  building  in 
the  Pacific  Place  complex.  Rooms 
are  arranged  around  an  atrium  that 
features  what  may  be  the  world's 
tallest  mural.  Sixteen  floors  of  it. 
The  hotel  is  festooned  with  crys- 
tal chandeliers  and  gargantuan 
floral  arrangements,  all  very  much 
to  the  Hong  Kong  taste. 

As  you'd  expect  from  the  Shan- 
gri-La chain,  service  here  is  simply 
unparalleled.  We  blew  in  and  out 
of  our  hotel  room  at  least  three 
times  a  day,  littering  the  premises 
with  bags  and  towels,  yet  each 
time  we  returned,  the  room  had 
magically  been  put  to  rights,  al- 
though we  never  bumped  into 
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IF  YOU  WE1E  ALLOWED  TO  MEAD  IT. 
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The  Waldori  Towers  is  a  registered  trademark  of  HiMon  Hotels  Corp  ©1996  Hilton  Hotels 


an  unsummoned  housekeeper. 

The  guest  quarters  are  the  most  spacious  in 
Hong  Kong  (aside  from  the  Shangri-La  branch  on 
the  Kowloon  side),  with  ample  room  for  loitering 
and  gazing  out  the  huge  windows  at  the  scene  be- 
low. To  experience  the  city  from  this  height  is  to 
take  in  the  scope  of  the  harbor  reclamation  project, 
as  well  the  explosion  of  towers  set  layer  upon  layer 
into  the  vertiginous  landscape.  Room  amenities  in- 
clude minibars  with  coffeemakers,  and  won- 
derfully outsized  and  elaborate  marble 
baths.  (Doubles  range  from  $360  for  a 
Peak  view  room  to  $430  for  a  deluxe  har- 
bor view,  not  including  service  and  tax.) 
When  booking  your  room,  inquire  about 
the  numerous  perks — including  airport 
limo  and  dry  cleaning — offered  with 
Shangri-La's  Valued  Guest  Program. 

Both  hotels  offer  a  superb  range  of  din- 
ing choices,  as  you  will  see  in  the  restaurant 
recommendations,  below.  In  Hong  Kong,  good  shops  and 
restaurants  virtually  precede  their  hotels.  It  isn't  simply 
that  some  of  the  restaurants  we've  singled  out  were  con- 
venient to  us  as  guests  of  the  hotel,  but  that  the  better  ho- 
tels stake  their  reputations  and  draw  their  clientele  to  a 
great  extent  on  the  quality  of  their  dining  f  acilities  (see 
following  guide). 

A  Hong  Kong  Eating  Primer 

"  I  f  the  words  "hotel  dining"  say  to  you  "Welcome 
Shriners!"  think  again.  In  general,  the  best  food  in 
 1  Hong  Kong  (and  the  safest  seafood — a  real  con- 
sideration, according  to  the  locals)  is  to  be  found  in  hotel 
restaurants.  The  main  reason:  given  absurd  real  estate 
prices,  most  free-standing  establishments  can't  afford  the 
rent.  The  chief  exceptions  are  clustered  in  the  Lan  Kwai 
Fong  district  near  Central,  an  after-hours  yuppie  hot  spot 
of  good  ethnic  restaurants  and  trendy  boutiques. 

•  Abalone,  shark's  fin  and  bird's  nest  are  revered  Can- 
tonese delicacies  that  can  double  your  dining  bill.  To  the 


Caged  tweet,  at  the  Bird 
Market  (top);  Victoria 
Harbor  (middle);  the  ubi- 
quitous XO  sauce — Hong 
Kong  ketchup  (bottom). 


Western  palate,  these  items  seem  to  b 
about  texture  more  than  taste,  and  about 
luxury  most  of  all.  "Market  Price"  on  the 
menu  means,  as  they  say  at  Sotheby's,  "es 
timate  on  request." 

•  Noodles  are  served  not  at  the  begin 
ning  of  the  meal  but  before  dessert,  whicli 
brings  us  to  our  final  culinary  observation— 

•  On  Chinese  dessert:  two  schools  ol 
thought  here — get  into  it,  or  go  straight 
home  after  the  noodle  course. 

Nothing  is  more  offensive  than  tour 
ists  whose  tastes  remain  culture-bound 
Would  you  respect  a  Chinese  restauran 
critic  who  turned  up  his  nose  at  tradition 
al  Western  sweets  like  Ring- 
Dings  or  Christmas  pudding 
with  candied  fruit  that  cleaves 
to  your  dental  work?  We  think 
not.  So  when  it's  dessert  time  in 
Hong  Kong,  ask  yourself,  in  the 
spirit  of  multiculturalism,  "Why 
not  fungus?" 

Chinese  sweets  sound  like 
poetry:  "sweetened  cream  01 
chestnut  with  sago,"  "double 
boiled  lotus  seeds  with  fresh1 
lily,"  and  so  on.  But  keep  in 
mind  that  most  of  these  items 
are  basically  variations  on  warm| 
gruel  with  big  fat  tapiocas  swim-f 
ming  around  in  it.  Our  rule  oi 
thumb  is:  stick  to  the  manga 
pudding,  and  if  they  don't  havej 
any,  make  them  get  some  from| 
next  door. 


T 


Actual  Restaurant 
Recommendations 

he  point  is  that  Chinese  food  in  Hong  Kong  is  of) 
such  consistently  high  caliber,  you  will  actually) 
want  to  rise  to  the  challenge  of  a  dessert  called 
"snow  frog  jelly."  Thus,  with  one  exception,  the  restaurants 
we  recommend  are  all  Cantonese  specialists.  Below,  lunch 
and  dinner,  from  cheap  to  costly  (that  is,  from  around  $20 
to  $75  U.S.  per  person,  with  drinks;  since  most  restaurants^ 
in  Hong  Kong  add  a  10%  service  charge  to  the  bill,  you  are) 
expected  to  tip  only  a  few  extra  percent). 

Lunch 

nexpensive  Dim  Sum:  Luk  Yu  Tea  House  has  been 
a  luncheon  institution  since  the  1930s.  Much  of] 
present-day  Hong  Kong  is  given  over  to  imitation: 
neocolonial  decor,  but  this  is  the  real  article,  with  carved) 
wood  lattices  and  authentically  brusque  waiters  who  have 
just  served  their  zillionth  dumpling.  Around  noon  the 
noodles  fly  on  all  three  rollicking  floors;  not  much  English 
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<  spoken,  but  we  got  on  just  fine  by 
ointing  to  the  pictures  on  the  menu. 
!fo  credit  cards. 

Fancy  Dim  Sum:  At  lunchtime  in 
lie  airy  white  and  red-lacquered  Sum- 
mer Palace  of  The  Island  Shangri-La, 
i  hef  Lee  Keung  takes  dim  sum  to  the 
ext  level  of  artistry.  Ask  him  to  select 
lis  favorites,  and  he  may  begin  with 
!/estern-style  buttery  baked  pastry 
iUed  with  barbequed  pork,  along  with 
|ny  spring  rolls  and  steamed  shrimp 
lumplings  in  translucent,  vegetable- 
inted  jackets.  Deep-fried  mashed  taro 
dth  seafood  was  smooth  and  richly 
litisfying  beneath  its  crackling  wrap- 
fer.  Consider  this  high-wire  display  of 
rchnique:  a  chicken  wing,  boned  and 
painlessly  reconstructed,  stuffed  with 
park's  fin — as  stunningly  good  as  it 
las  beautiful.  We  also  enjoyed  sever- 
i  house  specialty  dishes,  especially 
aroupa  (a  firm-textured  deep-water 
sh)  with  broccoli.  The  braised  goose 
bet  with  sea  cucumber  was  one  slip- 
ery  customer. 


e 


Dinner 

losely  related  to  the  cuisine 
of  Canton,  the  flavors  of  Chiu 
Chow  in  eastern  Guangdong 
jrovince  tend  to  be  somewhat  more 
mphatic.  City  Chiu  Chow  is  one  of  a 
jiulti-outlet  chain  of  cavernous,  no- 
E ills,  family-style  restaurants. 

Chiu  Chow  meals  traditionally 
immence  with  tiny  shots  of  tea,  so 
[iff  with  caffeine  you  feel  like  slap- 
ling  your  dinner  companions.  Stand- 
kit  dishes  included  minced  pigeon 
ith  bamboo  shoots  and  water  chest- 
kits  wrapped  in  lettuce  leaves,  and 
feep-fried  squares  of  snowy-fleshed 
lomfret,  served  with  a  dip  that  tasted 
ispiciously  like  Miracle  Whip.  For 
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New  12  passenger  gondola, 
new  Golden  Peak  lodge, 
new  high-speed  quad, 
new  direct  flights, 
new  mountain-top 
Family  Recreation  Center. 


We  could  go  on  forever. 


But  then,  that's  your  job. 


This  year  we  spent  $90  million  on  improvements  at  Vail  and  Beavet  Creek'Resort  >^^^\7  *| 
Soyou  bet  we  have  a  lot  to  talk  about  Luckily  there's  oui  free  116  page  Va>  ation  ^/Vall. 


Planning  Guide.  To  get  a  call  1-800-525-2257.  source  243  (http://vail.nci) 
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dessert:  Chiu-chow-style  dumplings 
of  red  and  white  bean  paste,  and 
sweet  stewed  ginko,  redolent  of  show- 
er curtain.  The  staff  were  patient  and 
attentive,  everyone  chiming  in  to  in- 
terpret the  dishes  for  us.  Good,  fun 
and  cheap. 

At  the  other  end  of  the  food  chain, 
One  Harbour  Road  in  the  Grand 
Hyatt  hotel  on  Hong  Kong  Island  is  a 
posh  affair,  with  a  fleet  of  chic  man- 
darin-suited waiters,  a  Four  Seasons- 
style  pool  room,  and  a  Siberia  room 
upstairs.  Don't  let  them  send  you  up 
there.  The  food  was  superb,  starting 
with  baked  crab  and  a  clear  but  in- 
tense soup  of  double-boiled  fish  maw, 
mushrooms  and  greens.  Braised  bam- 
boo piths  filled  with  shrimp  mousse 
and  glazed  with  crab  roe  managed  to 
be  sweet  and  salty  and  delicate  and 
slithery  all  at  once.  Deep-fried  pigeon 
squares  with  mashed  taro  were  in- 
spired; frogs'  legs  with  Yunan  ham 
wrapped  around  a  long  stalk  of  choy 
sum  were  equally  delicious  if  un- 
wieldy. Service  proved  a  bit  chaotic. 
Among  Chinese  restaurants  we  vis- 


ited, One  Harbour  Road  made  the 
most  valiant  stab  at  a  decent  wine  list. 
Wine  is  heavily  taxed  in  Hong  Kong, 
and,  generally  speaking,  the  Austral- 
ian selections  are  often  the  best  deal — 
here  we  had  a  delicious  Rosemount 
chardonnay.  For  dessert,  a  hot  soup 
of  almond  cream. 

Our  favorite  restaurant  in  Hong 
Kong  is  called  simply  The  Chinese 
Restaurant,  located  in  the  Hyatt  Re- 
gency hotel  on  Kowloon.  Chef  Chow 
Chung  has  been  here  for  nine  years, 
turning  out  some  of  the  city's  most  as- 
tonishing Cantonese  meals.  The  pleas- 
ingly square  room  is  high-ceilinged 
and  comparatively  small  by  Hong  Kong 
standards.  Tableside  service  was  so- 
licitous without  seeming  to  hover. 

Space  constraints  and  modesty  for- 
bid our  listing  all  the  dishes  we  sam- 
pled here,  every  one  a  winner,  so  we'll 
mention  just  a  few  taste  sensations. 
The  crunch  of  a  first-course  salad  of 
julienned  duck,  vegetables  and  jelly- 
fish. The  smoky  finish  of  double-boil- 
ed papaya  soup,  beautifully  presented 
in  a  baby  papaya.  Peppery,  braised 
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In  The  Golf  Capital 
Of  The  World. 
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FAX:  803-626-2039 

http://www.myrtleheachlive.com 


Call  today  for  your 
FREE  planner  with  over 
1 60  pages  of  complete 
information  on 

"The  Golf  Capital  of  the  World, 
Myrtle  Beach,  South  Carolina. 

P.O.  Box  1  323-FBS  •  Myrtle  Beach,  SC  29578 


choy  sum  paired  with  unbelievably 
meaty  mushrooms.  Moist  Shek-ki  pi- 
geon, prepared  in  the  manner  of  Pek- 
ing duck. 

The  dessert  menu  offered  a  choice 
lineup  of  fungus,  but  at  this  point,  bliss- 
fully glazed  with  scallop  roe,  we  just 
wanted  a  little  something  from  our 
home  planet.  Everyone  around  us  was 
having  the  mango  pudding.  Our  wait- 
er urged  upon  us  something  called 
crystallized  strawberry  sheaves,  which 
had  the  sweetness  and  thick  glassy 
carapace  of  candied  apples. 

It  has  become  fashionable  to  chide 
Lai  Ching  Heen,  in  The  Regent  hotel, 
for  being  a  bit  weary  of  its  own  suc- 
cess. Some  of  this  criticism  is  doubt- 
less a  backlash  against  Patricia  Wells's 
naming  the  restaurant  to  her  World's 
Ten  Best  list  in  the  International  Her- 
ald Tribune.  We  liked  the  food,  a  re- 
fined and  costly  version  of  Cantonese 
with  a  menu  that  changes  monthly; 
we  liked  the  sweeping  view  of  the 
promenade  along  the  edge  of  the 
peninsula.  The  room  is  a  serene  play 
of  beige  and  gray,  with  the  comfort- 
ing murmur  of  important  deals  being 
transacted  at  neighboring  tables.  Hav- 
ing by  this  time  nearly  OD'd  on  local 
specialties,  we  asked  the  chef  to  send 
out  something  light.  He  produced 
exquisite  vegetables  braised  to  a  bright 
green,  sauteed  prawns  lightly  napped 
with  a  chile  sauce,  and  a  tower  of  fresh 
fruit,  bless  him,  for  dessert. 

Shopping  Till  You  Dropping 

 1  ou're  unlikely  to  uncover  real 

Cf     treasures  at  the  Temple  Street 
Night  Market,  or,  for  that  mat- 


ter, real  jade  at  the  Jade  Market.  But 
these  places,  like  the  twittering  lanes 
of  the  Bird  Market  on  Kowloon,  pro- 
vide major  doses  of  local  color.  On 
your  trip  out  to  Repulse  Bay,  you 
must  first  stop  by  Stanley  Market  at 
the  southern  tip  of  Hong  Kong  Is- 
land to  have  your  chop  made.  A  chop, 
which  bears  your  monogram  engraved 
in  Chinese  characters,  is  the  souvenir 
every  tourist  brings  home  from  Hong 
Kong,  because  it  only  costs  around  $20 
and  comes  in  a  cute  case  with  a  minia- 
ture inkpot.  You  will  certainly  use 
your  chop  whenever  you  are  called 


upon  to  initial  important  governmer 
treaties  with  China. 

In  the  interests  of  responsible  jour 
nalism,  your  correspondents  spent  th 
better  part  of  two  weeks  checking  01 
the  best  stuff  to  buy  in  Hong  Kong 
Here  is  our  report. 


Cameras  and  Electronic  Equipmeni 

Wait  until  you  get  home. 
Designer  Duds  and  Gift  Items:  Thj 

choicest  designer  selections  are  foun 
in  the  arcades  of  The  Regent  and  Per) 
insula  hotels.  For  possible  bargain 
check  out  the  discount  racks  on  floO 
upon  floor  of  the  Pedder  Building  i| 
Central.  Pacific  Place  is  our  top  picj 
in  the  Mall  Category,  and  roughly  th1 
size  of  Rhode  Island.  Like  many  shot 
ping  centers  in  Hong  Kong,  Pacifl 
Place  showcases  a  bevy  of  Big  Nam 
European  clothing  stores,  which  ail 
best  shopped  during  the  January  c 
July  sales. 

In  the  Pacific  Place  shops  you'! 
also  turn  up  affordable  gifts  such  a 
tea,  stationery  and  CDs.  At  Hon| 
Kong  Record  Company,  the  youq 
staff  graciously  led  us  through  tri 
city's  top  pop,  including  ballads  h 
Jackie  Cheung,  and  Cantonese  rap 
which  is  very  peppy  indeed.  We  cam 
away  with  a  CD  by  a  band  called 
charmingly,  Beyondo. 

Also  located  in  the  mall  is  a  branc 
of  Seibu,  the  Japanese  departmer 
store  chain.  The  tea  shop  in  their  e> 
tensive  food  hall  offers  a  marveloi 
selection.  We  bought  jasmine  tea, , 
well  as  chrysanthemum  flowers  am 
rosebuds,  the  latter  costly  item  to  b 
used  sparingly  as  a  fragrant  additio 
to  oolong.  Upstairs,  the  stationery  d 
partment  at  Seibu  stocks  the  full  lii 
of  Alan  Chang  products.  This  dq 
signer  has  spearheaded  a  nostalgia  re 
vival,  using  lush  and  kitschy  Chines 
pop  images  of  the  '40s  to  decorate  te 
tins,  coasters,  shopping  bags  and  th 
like.  The  results  are  irresistible. 
More  Retro  Items:  The  other  desig 
hero  of  the  moment  is  David  Tanj 
whose  private  China  Club  and  reta 
store,  Shanghai  Tang  (in  the  Pedde 
Building),  are  ministries  of  borr 
again  art  deco.  The  merchandise 
opulent  silk  cheong  sams  and  mar 
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nd  out  what's  hot  &  what's  not  from  Auckland  to  Zurich  via  Hong  Kong  &  New  York  with 

TASTES,  the  international  newsletter. 
Get  on-line  with  us  at  http://www.gayot.com 
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darin  suits  in  Day-Glo  magenta  and 
orange — is  geared  to  the  tourist  trade. 
At  first  we  were  slightly  discomfited 
by  the  caricatures:  the  pidgin-English 
ads  ("Shanghai  Tang — You  Come!") 
and  the  slippered  salespeople.  But 
Hong  Kong  natives  seem  amused  by 
the  place,  more  than  one  acquaintance 
expressing  admiration  for  Tang's  abil- 
ity to  capitalize  so  brilliantly  on  their 
colonial  heritage.  So  we  bought:  heavy 
fringed  scarves  in  parrot  green  silk, 
and  sleek  deco  chopsticks  with  match- 
ing rests  in  stainless  steel. 
(Some)  Authentic  Antiques:  Antique 
shops  line  Hollywood  Road, 
and  curio  stalls  crowd  nearby 
Cat  Street  in  Central;  both 
make  for  great  browsing  even 
if  you're  not  actively  pursu- 
ing porcelain  or  opium  pipes. 
Authenticity  is  a  big  question 
mark  here,  so  know  your  mer- 
chandise beforehand.  Honey- 
church,  at  29  Hollywood  Road, 
and  Schoeni,  at  number  27, 
seemed  to  have  the  most  inter- 
esting examples,  and  are  usu- 
ally named  the  most  depend- 
able of  the  lot.  On  Kowloon,  in 
the  sprawling  Harbour  City/ 
Ocean  Terminal  mall  by  the 
Star  Ferry,  you'll  find  the  resplen- 
dent and  respected  shop  of  Charlotte 
Horstmann  and  Gerald  Godfrey,  and 
loads  of  trinkets  upstairs  in  the  col- 
lection of  shops  called  The  Silk  Road. 
Jewelry,  Real  and  Unreal:  Gem- 
stones  are  not  a  bargain  here,  but  lab- 
or still  is.  As  is  the  case  with  made- 
to-measure  jackets,  your  best  bet  in 
the  fine  jewelry  department  is  to  bring 
items  that  you'd  like  copied  or  re- 
worked (or  bring  photos  of  the  origi- 
nals). Annie,  the  manager  of  Oriental 
Arts  in  the  Sheraton  hotel's  arcade  on 
Kowloon,  can  do  nifty  facsimiles  of 
Famous  But  Unnamed  Chunky  Ital- 
ian Jewelery.  The  reputable  source  for 
real  pearls  is  Trio  Pearls  at  the  Pen- 
insula hotel;  for  fakes,  everyone  goes 
to  Pan  Am  Pearls,  at  9  Lock  Road  off 
Nathan  Road  in  Kowloon,  where  we 
bought  a  Chanel-ish  strand  of  jaw- 
breakers for  around  $70. 
The  Definitive  Shirt  Report:  In  years 
past,  Hong  Kong  was  a  recommend- 


ed choice  for  bespoke 
tailoring.  Unfortunate- 
ly, craftsmanship  hasn't 
quite  kept  up  with  prices, 
and  much  of  the  work  is 
now  pieced  out  to  facto- 
ries on  the  mainland. 

Hong  Kong  is  still, 
however,  haberdashery 
heaven.  One  of  your  re- 
porters, in  fact,  having 
wandered  in  and  out  of 
countless  shirtmakers 
and  fondled  bolt  upon 
bolt  of  Sea  Island 


Your  other  correspondent  ha 
Raymond  make  up  a  smart  jackel 
in  the  kind  of  fuzzy  Chanel  fabric 
that  resembles  indoor/outdooi 
carpeting  (two  fittings,  $460),  and 
was  delighted  with  the  results. 


cotton  in  ice-creamy 
colors,  nearly  lost  his 
mind.  As  part  of  his  ex- 
tensive consumer  research,  this  person 
ordered  a  dozen  shirts  of  every  stripe 
from  several  different  shops.  He  re- 
ports with  considerable  authority  that 
(1)  The  days  of  the  $20  shirt  are  gone. 
Or  rather,  you  can  still  get  a  $20  shirt 
from  a  street  vendor  in  Kowloon,  but 
it  won't  necessarily  have  a  hole  for 
your  neck.  (2)  David's,  with  several 
branches  including  one  in  the  Man- 
darin Oriental  Hotel,  offers  good 
value  for  the  broadest  selection  of  fab- 
rics at  the  higher  end  of  the  price  scale 
(around  $80).  The  shirts  at  David's 
still  average  30%  less  than  those  of 
Ascot  Chang,  the  most  famous  shirt- 
maker  of  Hong  Kong.  (3)  Suave 
Raymond  Cheng  at  British  Tailors  in 
the  Regent  hotel  shopping  arcade  will 
give  you  the  neatest  fit  at  an  even  bet- 
ter price  (around  $65). 


How  to  Get  There 

orthwest,  United  and  Japan 
airlines  all  fly  to  Hong  Konfi 
from  New  York  (via  Tokyo)  anc 
from  the  West  Coast.  Cathay  Pacif- 
ic, Hong  Kong's  official  carrier,  flies 
nonstop  from  Los  Angeles  and  Van 
couver,  and  recently  introduced  dailj 
direct  service  from  New  York.  Cathay's 
recently  upgraded  Business  Class  of 
fers  extremely  pleasant  and  attentive 
service,  good  dinners,  abundant  com] 
fort  and  legroom  and  personal  TVi 
with  all  the  movies  you  require.  Yoij 
may  actually  be  able  to  sleep  in  these 
seats;  Cathay  has  had  the  good  sense 
to  schedule  an  evening  departure  frorr 
New  York,  with  arrival  in  Hong  Kong 
the  second  morning — a  distinct  boor 
to  business  travelers.  • 

Stephen  Tanzer  wFYI's  wine  guy 
Amy  Tucker  is  an  English  professor 
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Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


Sunglasses,  $215,  by  Eyevan  from  Oliver 
Peoples,  at  Oliver  Peoples,  Los  Angeles; 
Bergdorf  Goodman,  New  York;  and 
select  Neiinan  Marcus  stores.  Tommy  old- 
fashioned  glass,  $250,  by  St.  Louis  Cristal  de 
France,  800-238-5522,  at  select  Neiman 
Marcus  and  Nordstrom  stores.  Enameled  scent 
bottle,  $225,  by  Penhaligon's,  800-588-1992, 
at  select  Saks  Fifth  Avenue  stores. 


Satin  evening  bag,  $440,  by  Renaud 
Pellegrino,  at  Bergdorf  Goodman, 
New  York,  800-218-4918.  Lifestyle  Plus 
pager,  $199,  by  Motorola,  800-548-9954. 
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{excessories} 


Ultra  violet 


Purple  rules.  Time  was,  only  kings  wore  it.  Now  it's  fallen  into  the  hands  of  the 
fashion  dictators,  meaning  get  used  to  seeing  it  on  everything  from 
lipstick  to  handbags  this  fall.  From  amethyst  to  eggplant  to  just  plain  purple,  violet 

is  the  ne plus  ultra  of  the  season. 


By  Mark  Grischke 
Photographs  by  Monica  Stevenson 


ernardaud's  Lipari  teacup  and  saucer, 
$no,  800-884-7775.  Lady  Agathe  fountain 
pen,  $275,  by  Waterman,  at  Joon 
Stationery,  New  York,  800-782-5666.  Amethyst 
Crown  ring,  $595,  and  iolite  Nemo  ring,  $625,  in 
i8kgold,  by  Robin  Rotenier,  212-768-1134,  at 
select  Neiman  Marcus  stores.  Gold-and-tourma- 
line  Butterfly  brooch  with  pearls  and  diamonds, 
by  Buccellati,  New  York  and  Beverly  Hills. 
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Life  May  Begin 
At  30,  Bur 
It  Doesn't  Start 
To  Get  Really 
Interesting  Untie 
About  2,000. 


Th  ere's  no  better  place  to  find  happiness  than  a  few  thousand  feet  up  on  one  of 
our  courses.  For  over  50  years,  we've  delivered  challenges  that  have  led  to  personal 
and  professional  renewal  in  an  environment  that  leads  to  new  discoveries. 
And  whether  you  backpack,  sail,  canoe  or  even  dogsled,  the  experience  will  last 
a  lifetime.  So  call  1-800-243-8520  and  we'll  send  you  a  free  color  catalog. 

A  nonprofit,  nondiscriminatory  organization  celebrating  over  50  years  of  excellence  in  education  worldwide. 


Outward  Bound 

THE  ADVENTURE  LASTS  A  LIFETIME 


00 

□ 


Witness  the  changing  of the 
card  as  this  1910  Honns  Wagner — 

the  world 's  most  prized 
baseball  collectible — is  auctioned  off 
by  Christies  on  September  21. 


Tools  for  fearless  vampire  killers.  .  .Tin  men 
running  amok. .  .a  baseball  card  you  won't 

WANT  TO  TRADE. .  .DUDS  FOR  MODS. . .  And  MORE 


I  come  in  peace,  but  1  don't  come 
cheap: from  the  toy  robot  auction 
at  Sotheby's,  November  7. 


Toy  Robots, 
Sotheby's 

"Gort:  Klaatu  barada  nikto. "  So  went  the 
cryptic  message  the  mortally  wound- 
ed Michael  Rennie  asked  Patricia 
Neal  to  deliver  to  his  robot  buddy, 
Gort,  in  the  sci-fi  classic  The  Day  The 
Earth  Stood  Still.  Though  an  English 
translation  was  never  provided,  we  at 
FYI  have  managed  to  crack  the  code: 
it  clearly  meant,  "Gort,  merchandis- 
ing is  where  the  real  money  is." 

Even  if  Gort  hadn't  been  able  to 
resuscitate  the  dead  just  by  staring  at 
them  for  a  long  time,  he  would  have 
been  one  clever  robot,  because  he  took 
Rennie's  advice.  In  the  1950s  and  early 
1960s,  a  toy  robot  with  moving  parts 
was  at  the  very  top  of  every  American 
boy's  wish  list. 

Matt  Wyse,  the  founder  of  the 
Pegasus/Pendragon  bookstore  chain 
in  the  San  Francisco  Bay  area,  never 


outgrew  his  fascination  with  moving 
metal  machine  men,  and  amassed 
quite  a  collection  over  the  last  16  years. 
More  than  250  of  Wyse's  robots  will 
be  up  for  sale  at  Sotheby's  early  this 
November,  the  largest  collection  ever 
to  come  to  auction. 

Toy  collectors  will  note  that  this 
sale  marks  the  first  instance  that  the 
entire  "Gang  of  Five" — the  five  rarest 
and  most  sought-after  toy  robots  in  ex- 
istence, manufactured  in  the  1950s  by 
the  Japanese  toy  maker  Masudaya — 
will  be  offered  at  one  time.  And 
you'll  definitely  need  more  than  two 
proofs-of-purchase  plus  $2  shipping 
and  handling  to  play  with  one  of 
these:  pre-sale  estimates  range  from 
$1,800  to  $30,000.  The  Matt  Wyse 
collection  of  tin  toy  robots  will  go  on 
sale  November  7,  at  Sotheby's  in  New 
York  City.  Contact:  Dana  Hawkes, 
212-606-7424. 
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Help  in  the  battle  to  take  back  America's  streets — one  vampire  at  a  time. 


1910  Honus  Wagner 
T-206  Baseball  Card, 
Christie's  East 

As  anyone  who  ever  traded  baseball 
cards  as  a  kid  (or  an  adult)  knows,  the 
1910  Honus  Wagner  is  card-collect- 
ing's Maltese  Falcon,  its  lost  city  of 
Shangri-La,  its  Holy  Grail.  It's  the 
one  card  people  dream  of  discovering 
in  a  shoe-box  full  of  memories  at  some 
nonagenarian's  yard  sale,  or  sand- 
wiched between  the  yellowed  pages  of 
a  back  issue  of  Boy's  Life.  To  date, 
fewer  than  40  Wagners  have  surfaced, 
and  fewer  than  10  of  those  are  in  a 
collectible  condition. 

On  September  21,  Christie's  East  in 
New  York  will  sell  to  the  highest  bid- 
der this  rarest,  most  prized  baseball 
card  of  all  time — a  mint-condition 
Honus  Wagner  T-206,  issued  in  1910 
with  an  advertisement  for  Piedmont 
Cigarettes  on  the  back.  (Eeesh — hawk- 
ing cigarettes  to  an  audience  made  up 
primarily  of  kids?  Sure  glad  they  don't 


do  that  anymore!)  Wagner,  a  Hall-of- 
Fame  shortstop  who  played  for  the 
Pittsburgh  Pirates  from  1900  to  1917, 
objected  to  the  advertisement  and  de- 
manded an  end  to  the  production  of 
any  cards  bearing  his  image  in  tandem 
with  the  Piedmont  logo.  His  demand 
was  met — but  not  before  a  few  of  the 
cards  slipped  into  distribution.  Thus 
was  born  a  cult  that  has  led  over  the 
years  to  a  few  Honus  Wagners  regu- 
larly changing  mitts  for  astro- 

Hey  there,  Georgy  ^  q  § 

Girl:  swing  around 

London  (or  any- 
where) in  these  gear 
Mary  Quant  boots. 


nomical  amounts;  the  card  to  be  sole 
at  auction  once  belonged  to  Waym 
Gretzky,  who  bought  it  in  1991  fo 
$451,000  and  reportedly  unloaded  i 
three  years  later  for  a  cool  half-million 
Interested  parties  who  are  not  hocke 
superstars  may  want  to  consult  wit! 
accountants  and  family  members  be 
fore  bidding:  the  pre-sale  estimate  i 
$400,000  to  $600,000.  The  Christie' 
East  Sports  Memorabilia  auction 
September  21,  in  New  York.  Contact 
Don  Flanagan,  212-606-0543. 


Vampire  Dispatching  Kit, 
Butterfield  &  Butterfield 

They're  partial  to  dark,  fusty  suits 
they're  nearly  impossible  to  get  rid  of 
and  they  survive  by  sucking  the  life 
blood  out  of  innocents.  No,  they're 
not  personal  injury  lawyers,  they're 
vampires,  and  they're  getting  to  be  I 
nuisance.  Once  the  scourge  of  Eastenj 
Europe,  a  good  number  of  these  diaj 
bolical  parasites  have  recently  mi| 
grated  to  the  States,  where  they  pre]1 
sumably  encounter  less  trouble  blend] 
ing  in.  With  their  cool  charm  and  se-i 
ductive  Romanian  accents,  they  mai 
not  seem  at  first  like  demonic  agent 
better  left  alone,  or  better  yet  destroy] 
ed  with  a  wooden  stake  through  thJ 
heart — but  destroy  them  we  must. 

Fortunately,  Butterfield  &  Butter 
field  will  offer  this  handsome-but 
practical,  fully  assembled  "vamphi 
dispatching  kit"  during  its  upcoming 
Furniture  and  Decorative  Arts  auc] 
tion.  Credulous  19th-century  traveler] 
making  their  way  through  the  vamj 
pire-teeming  Carpathians  would  oft] 
en  ask  for  such  a  kit  at  the  concierge| 
desk  of  their  hotel.  This  one  date] 

back  more  than  a  hundred  year^ 
and  includes:  one  wooden  stake 
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Market  Course 


If  you  have  any  interest  in  investing,  even  if  you  already  own  FORBES 
Course,  you  will  want  to  own  this  new  thoroughly  updated  edition.  Find  out  about  the 
goals  of  today's  smart  investors  and  how  they  go  about  attaining  them. 

To  begin,  the  Course  deals  with  risk  as  a  prime  concern.  It  describes  the  level  of  risk  attached  to  various  investments  and  guides  you 
towards  your  own  "comfort  level"  of  risk  and  reward.  The  sample  portfolios  for  a  retirement  fund  or  to  fund  a  child's  education  show 
these  risk/ reward  factors  at  work. 

Then  there  is  the  issue  of  how  much  time  you  want  to  spend  on  your  investments.  The  Course  offers  a  choice.  The  active  investor 
attempts  to  beat  the  market  in  a  program  of  buying  low  and  selling  high.  Clearly,  this  requires  closer  attention  than  passive  investing 
where  stocks  are  bought  and  held  to  allow  dividends  and  appreciation  to  produce  a  return.  The  Course  will  give  you  an  understanding 
of  the  forces  that  drive  the  market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the  factors  affecting  the  prices  of 
individual  stocks.  It's  not  complicated  and  it  certainly  puts  you  in  better  control  of  your  investment  decisions. 

You  can  even  find  out  how  to  make  money  in  a  down  market.  The  Course  devotes  an  entire  section  to  bear  market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through"  or  refer  to  individual  sections  as  you  need  them.  It  comes  in  a  handsome  sturdy 
binder  with  tabbed  pages  marking  each  of  its  16  sections.  The  text  is  generously  spaced  with  a  blank  page  facing  each  page  of  text  for 
making  notes. 

PARTIAL  LIST  OF  CONTENTS 

How  to  choose  a  broker  •  Broker  commissions  •  How  to  place  an  order  •  Sources  of  information  •  Market  patterns  (how  to  chart  stock 
market  movements)  •  Dollar-cost  averaging  •  Buying  on  margin  •  How  to  read  the  tape  •  The  Dow  theory  •  Indexes:  the  Dow,  the 
Russell  2000,  the  Wilshire  5000  •  Bonds  and  preferred  stocks  •  Derivatives  including  options  •  How  to  read  a  company's  financial 
statement  •  Mutual  funds 

ORDER  NOW 

The  new  FORBES  Stock  Market  Course  is  just  off  the  press.  Make  sure  you  are  among  the  first  to  own  it  by  sending  $89.50  (or  use 
your  credit  card)  with  the  form  below.  Priced  at  less  than  a  hundred  dollars,  the  Course  costs  far  less  than  investment  courses  at  local 
colleges  which  can  run  to  four  hundred  dollars  or  more.  Order  now.  Satisfaction  guaranteed  or  money  back. 


FORBES  STOCK  MARKET  COURSE 
ORDERFORM  AND  GUARANTEE 

Send  me  the  new  edition  of  FORBES  Stock  Market  Course  with  FORBES  80-year  Wall  Chart  of 
Business  and  Security  Trends  and  The  Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89.50 
(or  credit  card  details)  is  enclosed.  If  not  satisfied,  I  may  return  the  Course  within  ten  days  and  receive  a 
full  refund  or  credit. 

NAME   


I'l.h  \SK  I'RIN  I 


ADDRESS. 


CITY 


STATE . 


ZIP. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  EXT  646 

□  Check  for  $89.50  enclosed*     □  Charge  my  credit  card  □  Amex  □  Mastercard  □  Visa 
Name:  


Number: 


Exp.  Date: 


'  Buyers  in  New  York  Citv  add  X  \IA'7r  sales  tax-  other  N.V.,  Ca.  and  III.  as  required  by  law. 

FORBES,  INC. ,  60  Fifth  Avenue,  New  York  N.Y.  1001 1 


o 


(natch),  one  Queen  Anne-style  flint- 
lock pistol  with  a  silver  bullet,  one 
dagger,  one  book  of  prayers  and  in- 
cantations (in  German — better  brush 
up  beforehand),  various  crucifixes  and 
assorted  vials  of  holy  water.  And  to 
answer  your  obvious  question:  no, 
hundred-year-old  garlic  doesn't  keep. 
Pre-sale  estimate:  $10, 000-515, 000. 
The  Furniture  and  Decorative  Arts 
auction,  October  29  (two  days  before 
you-know-what)  in  San  Francisco. 
Contact:  Piers  Mackenzie,  415-861- 
7500,  ext.  235. 

"Swinging  London" 
Fashion  Artifacts, 
Christie's, 
S.  Kensington 

I  remember  it  as  though  it  were  only 
yesterday.  London,  1964:  I  was  tool- 
ing around  Kings  Road  on  my  brand 
new  Vespa  when  she  appeared  out  of 
nowhere,  a  vision  in  a  velvet  maxi 
coat,  hipster  flares  and  grape,  suede 
wedge-heel  boots.  With  a  flip  of  her 
long,  straight  hair,  she  asked  if  I  were 
going  anywhere  near  Carnaby  Street. 
As  a  matter  of  fact  I  was.  We  spent 
the  afternoon  trying  to  find  her  a 
Mary  Quant  mustard-yellow  wool 
dress  with  pleated  underskirt  and 
matching  pill  box  hat — soundtrack 
courtesy  of  the  Dave  Clark  Five. 
When  the  sun  went  down,  she  invited 
me  up  to  her  Kensington  flat  to  rap, 
while  we  drank  wine  and  grooved  to 
Petula  Clark  records.  As  Pet  un- 
leashed the  triumphal  final  bridge  of 
"Downtown,"  my  new  friend  ran  a 
finger  up  the  ribs  of  my  turtleneck, 
gently  grazing  my  thick  sideburns... 
and  then  her  roommates,  the  Pigeon 
sisters,  came  home.  I  hopped  on  my 
Vespa  and  scootered  away,  never  to 
see  her  again. 

But  at  least  I  can  relive  those  days 
during  the  Street  Fashion,  Costume 
and  Textiles  auction  at  Christie's  South 
Kensington  on  September  24.  In  ad- 
dition to  items  by  Pierre  Cardin, 
Vivienne  Westwood  and  others,  Christ- 
ie's will  offer  several  lots  featuring 
classic  clothes  and  accessories  from 
designers  like  Biba  and  Mar)'  Quant, 
who  helped  define  the  "Swinging  Lon- 
don" look  of  the  mid-1960s.  Most 


items  are  estimated  to  sell  for  under 
$1,000,  so  if  you  absolutely  must  have  a 
pair  of  canary-yellow  plastic  boots  or 
purple,  floral-imprinted  cotton  shoes, 
head  over  to  South  Kensington:  the 
lights  are  much  brighter  there;  you 
can  forget  all  your  troubles,  forget 
all  your  cares....  Sorry.  Guess  I  got 
swept  away.  Contact:  Patricia  Frost, 
44-171-321-3216. 

Fine  and  Rare  Wines, 
Butterfield  &  Butterfield, 
Sotheby's, 
Christie's 

Americans  on  both  coasts,  rejoice. 
Middle-Americans,  check  your  fre- 
quent-flier mileage.  A  trio  of  extraor- 
dinary wine  auctions  will  be  held  in 
early  September  and  October  by  three 
of  the  country's  leading  auction 
houses — one  in  Los  Angeles,  two  in 
New  York.  Serious  oenophiles  and 
speculators  from  all  over  the  globe  will 
fight  it  out  to  see  who  can  walk  away 
with  some  of  the  world's  most  valued 
vintages.  At  the  September  21  Butter- 
field &  Butterfield  auction  in  Beverly 
Hills,  you'll  find  Chateau  Petrus  from 


1945, 1947  and  1961,  a  double-magnum 
of  Chateau  Latour  1900  and  a  mag- 
num of  Chateau  d'Yquem  1921. 

Sotheby's  launches  the  1996-97 
wine  season  by  offering  auction-goers 
full  cases  of  Chateau  Mouton-Roths- 
child  1982,  a  magnum  of  Romanee 
Conti  1962  and  five  bottles  of  Chateau 
Le  Pin  1982 — as  well  as  plenty  of  other 
Bordeaux,  Burgundy  and  California 
wines — at  its  own  September  28  auc- 
tion in  New  York. 

And  also  in  New  York,  on  Oct- 
ober 4,  Christie's  will  host  what  is 
being  billed  as  the  largest  wine  sale 
ever  held  in  the  U.S.,  with  highlights 
including  ten  cases  of  Chateau  La- 
tour  1961,  full  cases  of  La  Mission 
Haut-Brion  1945  magnums  and  sin- 
gle cases  of  Cheval  Blanc  1947. 

A  happier  alignment  of  the  plan- 
ets for  wine  lovers  is  difficult  to  imag- 
ine; each  of  these  sales  promises  to  be 
spectacular.  Contacts:  Bruce  Kaiser  at 
Butterfield  &  Butterfield,  415-861- 
7500,  ext.  307;  Jamie  Ritchie  at 
Sotheby's,  212-606-7523;  Fritz  Hatton 
at  Christie's,  212-546-5830. 

— Jeff  Turrentinh 
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"The  Single  Malt  &  Cigar  Extravaganza" 

An  Evening  of  Rare  &  Unique  Single  Malt 
Scotch  Whiskies  Paired  With  Fine  Imported  Cigars 


The  Chicago  Hilton  &  Towers 

Chicago,  IL 
Thursday,  September  12,  1996 

The  Ritz  Carlton 

Boston,  MA 
Tuesday,  October  8,  1996 

The  City  Club  of  San  Francisco 

San  Francisco,  CA 
Wednesday,  September  25,  1 996 

The  J.W.  Marriot 

Washington,  DC 
Wednesday,  October  9,  1996 

The  Bel  Aire  Hotel 

Los  Angeles,  CA 
Thursday,  September  26,  1996 

The  Marriot  Marquis 

New  York,  NY 
Thursday,  October  10,  1996 

The  Hyatt  Regency 

Denver,  CO 
Friday,  September  27,  1996 

The  City  Club  of  Houston 

Houston,  TX 
Thursday,  October  24,  1996 

The  Intercontinental  Hotel                  The  Swissotel 

Miami,  FL                               Atlanta,  GA 
Thursday,  October  3,  1 996             Friday,  October  25,  1 996 

ALL  EVENTS  6:30  -  8:30  P.M. 
Jackets  Required 

Co-hosted  by 

The  Scotch  Malt  Whisky  Society 
Forbes  F.Y.I.  Magazine 

featuring 

Macanudo,  Partagas  &  Temple  Hall  Cigars 

Scotch  Malt  Whisky  Society  Members:  $50;  Non-Members:  $65 

Reservations  are  limited,  tickets  by  advance  purchase  only 
For  Information  Telephone  Toll  free  1-800-990-1991 
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Silk  seven-fold  ties  by  (ci  ock- 
wise  from  upper  left):  klton, 
$160,  at  Wilkes  Bashford, 
San  Francisco;  Louis,  Bos- 
ton; and  Bergdorf  Good- 
man Men,  New  York;  Revil- 
lon,  $150,  at  Revu.lon,  New 
York,  Beverly  Hills,  Palm 
Beach  and  Chicago;  A  &  B, 
$150,  at  A  &  B  Cravatte,  New 
York;  Kiton  (sev.  above);  Luia 
BoRRF.i.u,  $140,  at  Bergdorf 
Goodman  Men,  New  York; 
Robert  Talbott,  $175,  at  all 
Robert  Talbott  and  Nord- 
strom stores,  and  Bergdorf 
Goodman  Men,  New  York; 
and  TV/cay,  $165,  at  Wilkes 
Basi  [ford,  San  Francisco, 
and  Barneys,  New  York. 
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You  may  never  have  heard  of  seven-fold  ties,  but 
they  are,  in  fact,  old  news.  Common  in  the  1920s 
and  '30s,  by  the  '60s  they  were  all  but  extinct. 
Today,  however,  the  seven-fold  appears  to  be  back. 

Most  ties  are  made  of  silk  cut  in  the  shape  of  a 
tie,  formed  around  an  armature  and  finished  with 
—.  — .      h  -mt-3>-m"  m   n  tm i^t>  a  lining.  But  seven-folds 

mT^SjL   l/  O1I6  are       trom  a  larger 

™»  ^^^"^"^^  piece  of  silk  folded  seven 

times.  There  is  no-armature  and  often  no  lining. 
The  result  is  a  tie  of  incredible  drape  and  softness. 

And  expense:  about  twice  the  price  of  even  the 
best  conventional  ties.  But  then,  you  get  what  you 
pay  for:  in  this  case,  nothing  but  silk. 

— Mark  Grischke 


FYI 


S.V.P.  MORE  INFORMATION,  PLEASE 


Forbes 


ACCESSORIES 


HAAN  know  Cole-Haan  Modern  classic  footwear  and 
les  for  discerning  men  and  women  know  the  difference 
JOHN  LIMITED  EDITION  SPECTACLES  I!  FROM  OLIVER  PEOPLES 
1  manufactured  and  distributed  b\  Oliver  Peoples. 
L  from  the  sale  of  these  spectacles  will  benefit  the  Elton 
IS  Foundation 


SPORTS/EXHROSE 


qualit) 


-  and  boots 


SHOE  Manufacturei  "I  custom  i 
wtinjt  gentlemen  since  ISS  i 

EDMONDS  SHOE  CORPORATION  World  class  footwear  foi 
lied  one  of  the  25  products  America  makes  best  hv  Made 
A  Foundation,  Distinctive  footwear  hand-crafted  ofall- 
lalenals 

IAAN  Know  Cole  llaan  Modern  classic  footwear  and 
hes  for  discerning  men  and  women  Know  the  difference. 

CREEK  APPAREL  Cross  Creek  Apparel's  new  Fall  I'Mo  Pro 
n  features  fashion-forward  fabrics  with  innovative  new 

id  styles  Hie  well  rounded  colled  K  hides  shorl  and 

:\e  basics  fancies,  fleece  and  French  Terry.  Worn  by  PGA 
I  such  as  1995  1  S  Open  Champion,  Core)  Pavin,  our 
setion  makes  a  statcmenl  on  or  ofl  the  course 

'  END  Lands  End  sells  traditionalh  styled  clothing  for  men 
.mil  children,  as  well  as  sheets,  towels,  and  soft  luggage 
ig  is  guaranteed,  absolute!).  Call  1-800-356-4444  for  a 

In.; 


automottvi; 


iER-AM  GENERAL  In  truk  appreciate  how  powerful 
pie  this  all  terrain  vehicle  is.  we  suggest  a  test  drive. 
10-732-5493  lor  die  dealer  nearest  you  or  lo  request 
information 

(OVER  NORTH  AMERICA,  INC.  For  more  information 
Rover  or  Discovery,  call  1  -800-356-5055  for  a 
hure.  or.  for  information  on  the  Internet,  enter 
■w  LandRover  com 

CARS,  ISA  How  can  you  find  your  own  road  if  you  don't 
0  to  call  for  details'  Call  1-K00-582-SAAB  Ext.  208  for 
SAAB  excursion  ku 


CAMERA/VIDEO 


OMP.ANV  OF  AMERICA  The  JVC  (,K  DY- 1  is  die  world's 
and  lightest  Camcorder  Weighing  jusl  one  pound,  the 
s  true  digital  audio  and  video  plus  Multimedia  capabilities 
Customer  Hotline  1-800-252-5722. 


CONSUMER  ELECTRONICS 


liOOD  USA  To  experience  the  SimpIiCt)  ol  the  Stage  3  Home 
lontroller  with  the  intuitive  graphic  TouchPanel,  |ust  call 
WWOOD  lor  the  dealer  nearest  you 

IPUS  NOTECORDER  100  Call  1-800-622-6372. 

HGHBY  S  Estabhshed  in  1898.  Willoughby's  is  ihe 
most  prestigious  photographic  X  electronics  retailer  in 
v  Qt)  We  offer  discounted  prices  &  the  largest  selection  of 
pine,  electronic  ii  computer  products,  combined  with  die 
tvel  ol  service. 


EDUCATION 


iRSm  Ol  PHOENIX  ONLINE  CAMPUS  The  Online  Campus 
■  needs  of  working  professionals  through  the  unparalleled 
ice  of  accredited  graduate  and  undergraduate  business 
lology  management  degrees  earned  entirely  online 
12-4742  or  hup //www  uophx  edu/online. 


EXE(  irnvi:  GIFTS 


)OFF  OF  GENEVA 

F.MN  PEN  HOSPITAL  Call  lor  Free  Catalog  of  fine 
struments  at  unbeatable  discount  prices  Largest  selection 
pens  111  the  world.  Free  sample  Vintage  Pens  Quarter!) 
Guaranteed  repairs  on  all  makes.  1-800-253-PENS. 

NUDO  X  PARTAGAS  PRE  Mil  M  CIGARS  Visit  Cigar  W01  Id 
.cruel  for  everything  from  cigar-friendly  restaurants 
t  cigar  discussions,  all  from  the  makers  of  Macanudo 
gas  Imp  //cigarworld  com 

SH  SIGNATI  RES 


FINE  STATIONERY 


ISEY  &  CARROLL  Sim  e  1878,  Dempse)  &  Carroll  has 
lie  stationer)  and  gifts  to  the  discriminating  our 

featuring  elegant  Holida)  Cards  and  tufts  is  available 
1  1(11') 


21  Fill  BREAKERS,  PALM  BEAl  II  FLORIDA  rhe  Breakers 
celebrates  its  Centennial  Anniversary  and  features  newlj  renovated 
guest  rooms,  two  18-hole  golf  courses.  21  tennis  courts,  half  mile 
private  beach,  children  s  programs  and  much  more 

22.  THE  1  URMONT  HOTELS  SL\  luxurious  hotels  offering  tile  finest 
amenities  extraordinary  service  and  convenient  locations  for 
leisure  and  business  travel  For  reservations  or  a  complimentary 
brochure,  simply  call  1-800-527  t727 

23.  GRVND  HISTORIC  H0TE1  Rallies  Hotel  features  104 
elegand)  appointed  suites.  I  i  distinctive  restaurants  and  bars,  and 
exclusive  shopping  arcade  showcasing  the  best  in  regional  special- 
ties and  international  brand  names  a  Museum  the  lubliec  Hall 
theatre  playhouse,  the  Raffles  Culinary  Ycadcinv  and  extensive  lush 
gardens  and  courtyards 

24.  NEW  WORLD  HOTELS  INFERNAIIONU  Welcome  to  a  New  World 
of  gracious  hopsitalit)  at  any  of  our  It  New  World  hotels  111  \sia 
For  reservations,  please  call  I  -800  Hotels  1  or  1  800- 1 1 1  fill. 

25.  NIKKO  HOTELS  INTERNATIONAL  -  NORTH  VMERICA  Seven  stun 
ning  properties  111  North  America  bring  a  breath  of  fresh  air  lo  the 
world  of  luxury  hotels  Thoughtful  amenities  unhide  in  room 

refreshment  centers,  voice  mail,  plush  bathrobes,  I  llness  Centers, 
Executive  Business  Centers  and  a  true  commitment  to  the  Japanese 
tradition  ol  service 

26.  THE  W  VLD0RF  LOWERS  I  his  superlative  New  York  boutique 
hotel  defines  graciousness  I  IK  exquisite  suites  and  101  heautifull) 
appointed  executive  accommodations  Foi  reservations  call  the 
Waldorf  Towers,  a  member  of  The  Leading  Hotels  ol  the  World. 
I-800-M  MJJORI 

27.  WESTIN  HOTELS  &  RESORTS  Foi  a  free  brochure  01  reservations 
at  an)  of  the  Westin  hotel  or  resort  destinations  worldwide,  call 
your  travel  counselor  at  I  -800-228-3000. 


INSURANCE/FINANCIAL 


28.  BARRY  KAYE  VSSOCIMES.  WEALTH  CREATION  CENTERS  Wealth 
Creation  Preservation  and  Optimization. 

29.  EAB  TWA  MasterCard  Card  and  Visa  Card  issued  b)  FAB  Turn 
all  vour  purchases  into  FW  A  FEB  miles  Receive  3  000  bonus  miles 
and  $50  (light  certificate, 

30.  PLATINUM  GUILD  I  800  lit  LLION  \  1 3 1 

31.  UNION  BANK  OF  SW ITZERLAND  The  Private  Bank  Please  call 
Mr.  Peter  E.  Guernsey,  [r  1-212-649-1075 


JEWELRY  &  WATCHES 


32.  BREITLING  USA,  INC.  Breitling  combines  three  worlds 
sky  and  airmen,  past  and  present,  sea  and  seafarers,  and  the 
company's  earliest  efforts  to  provide  enterprising  professionals 
with  tune  instruments  of  the  highest  order. 

33-  CICCI  TIMEPIECES  Model  6400  Gucci's  equestrian-inspired 
ladies  watch  with  distinctive  lSikl  gold  plated  stirrup  link  bracelet 
Available  with  black  or  mother-of-pearl  dial  ETA  Swiss  quart/, 
water  resistant  to  100  feel 

34.  RADO  W  ATCHES  I  tuque  qualit)  timepieces  with  lasting  beaut) 
Made  from  scratchprool  materials  including  high  tech  ceramics 
and  hard  metals  For  men  and  women  Water  resistant  Swiss  made 
Please  send  for  free  brochure. 

35.  RENAISSANCE  PEN  COMPANY-SI.  LOUIS,  MO  Introducing  a 
writing  instrument  so  finel)  designed  thai  it  rivals  the  beaut) 
of  the  Faberge  Eggs  Available  at  finer  stores  nationwide 

36.  ROFEN  WATCH,  ISA  For  more  information  on  oui  fine 
selection  of  Rolex  watches,  please  send  for  free  brochure. 


KITCHEN  AND  RATH 


37.  KOHI.ER  BATH  &  KITCHEN  IDEAS  A  complete  set  of  full-color 
product  catalogs  covering  baths  and  whirlpools,  showers,  lavato- 
ries, toilets  and  bidets,  kitchen  and  entertainment  sinks,  lancets 
and  accessories  1-800-4KOH1ER  Exl  PX9.  Kohler  Co  $8.00. 


38.  ARNOLD  PALMER'S  BAY  HILL  CLUB  X  LODGE  Site  ol  Ihe  PGA 
TOl  R'S  annual  Bay  Hill  Invitational,  \rnold  Palmer  s  Bav  Hill  Club 
&  Lodge  offers  golf  packages  in  an  intimate,  COZ)  private  club  setting 


39.  VMER1CAN  EXPRESS  I'o  applv  call  1-800  THE  (  VKI) 
-10.  THE  BEREIT  A  GALLERY  Exclusive  selection  of  world  s  finest  sport 
clothing  field  wear,  accessories  footweai  hats,  country  shirts  and 
pants,  giftware.  and  premium  grade  spoiling  arms  Free  catalog 

4l.  ROLLS-ROYCE  MOTOR  CARS  NtUIil  al  information  on 

purchasing  or  leasing  Rolls  Roue  or  Bentle)  Motor  liars 


-12.  COBRA  GOLF  Lor  more  information  on  Cobra's  new  King 
Cobra  II  oversize  irons  and  new  titanium  offset  woods,  call 
I-800-THE-KTNG  or  visit  our  site:  www.cobragolf.com. 

+3.  TAYLOR  MADE  COLE  COMPANY  Find  your  game  with  the 

new  Burlier"  Bubble®  Oversize  irons  from  Taylor  Made.  The  only 

irons  with  the  patented,  lightweight  easy-lo-swing  Bubble  shaft. 


44.  YIR  TRAVEL  CARD  Established  in  1936,  the  Air  Travel 
Card  is  the  airlines'  corporate  payment  system,  providing 
superior  hilling  and  management  information  to  over  100,000 
companies  worldwide 

45.  THE  IMPERIAL  HOTEL,  TOKYO,  JAPAN  One  of  the  Orient's 
legendary  grand  hotels,  the  glamorous  Imperial  boasts 
sophisticated,  tailored  service,  award  winning  restaurants 
and  distinguished  accommodations,  in  the  very  heart  of  Tokyo. 

46.  THE  LIDO  RESORTS  BY  SI  PERCH  BS®  The  Lido  Resorts. 
Luxurious  accommodations,  gourmel  dining,  24-hour  room 
service,  premium  liquors,  unlimited  water  sports,  tennis, 
everthing's  included  \  private  yacht  al  Grand  Lido  and  natural 
spring  spa  facilities  at  Sans  Souci  Lido. 

47.  MYRTLE  BEACH  GOLF  HOLIDAY  PLANNER  For  the  best 
tunes  in  golf,  call  today  for  your  free,  I  (18-page  Myrtle  Beach 
Golf  Holida)  Planner  with  over  so  golf  vacation  packages, 
90  championship  courses,  goll  schools,  shopping,  dining, 
entertainment,  and  miles  of  beautiful  beach  Call  today 

I -800-845-4653 

48.  RADISSON  SEVEN  SEAS  CRUSES  Small  ship  luxury  on  three 
unique  vessels  Named  the  world's  best  cruise  line  by  the 
leaders  ofConde  Nasi  Traveler  Rated  six  stars  b\  Fielding  s 
(luidc  to  Cruising. 

49.  VAIL  ASSOCIATES  Vail,  Colorado.  America's  best  ski  resort  just 
goi  better  Over  30  million  dollars  in  upgrades.  Call  for  our  free 

1  Id  page  Vacation  Planning  (Iuidc  1-800-525-2257  #243. 

50.  VIRGIN  ATLANTIC  AIRWAYS  Award-winning,  non-slop 
service  lo  London  from  New  York  (JFK  and  Newark).  Boston, 
San  Francisco,  Los  Angeles,  Miami,  Orlando,  Washington, 

D  C  (Dulles)  and  Milwaukee  (via  Midwest  Express).  For 
more  information  or  reservations  call  your  travel  agent  or 
1 -800-862-8621. 


51.  AMW  AY  CORPORATION  One  of  the  largesl  direct  selling  compa- 
nies in  the  world,  Amway  markets  thousands  of  quality  products 
and  provides  a  business  Opportunity  to  people  in  over  60  countries 
Free  information  packet 

52.  DESERT  MOUNTAIN  PRIVATE  GOLF  COMMUNITY  A  master- 
planned  community  offering  both  custom  homesites  and 
finished  luxur)  homes  in  Scotlsdale.  AZ  features  lour  Jack  Nicklaus 
Signature  golf  courses. 

53.  DUNHILL  AGED  CIGARS  The  grande  reserve  of  cigars. 

54.  DUNHILL  INTERNATIONAL  CIGARETTES 

55.  DUNLOP  TIRES 

56.  SKYY  Y0DKA  -  'THE  INTELLIGENT  DRINK''  Try  the  cleanest  vodka 
available  Distilled  in  America  from  American  grain.  Send  for  more 
information  from  SKYY 


57.  IHILANI  RESORT  &  SPA  First  luxury  resort  on  Oahu's  western 
shore.  387  rooms,  secluded  beach/lagoon,  golf,  tennis,  full 
destination  spa,  five  restaurants,  24-hour  room  service,  children's 
program  Call  1-800-626-4446. 

58.  KON  A  AILLAGE  RESORT  Discover  an  unspoiled  paradise  resort 
on  the  Kona  Coast  of  Hawaii's  Big  Island  Awav  from  televisions, 
telephones,  and  radios  HAWAII. ..As  It  Wis  Meant  To  Be  ,  Call 
1-800-367-5290 

59.  MAI  NA  LAN]  BAY  HOTEL  AND  BUNGALOWS  The  Big  Island's  only 
\\\  Five-Diamond  hotel  Oceanfront  property  with  superb  cuisine 
and  unexcelled  service  Enjoy  Five  Star  tennis  and  36  holes  of 
championship  golf. 

60.  PRINCE  RESORTS  HAW  AII  Hawaii's  besi  beaches  are  just 
one  reason  lo  visit  Prince  Resorts  Hawaii,  with  lis  four  luxun 
hotels  on  three  Hawaiian  islands  and  99  combined  holes  of 
championship  golf. 


rce  Information,  Please  Send  in  Your  R.S.V.P.  Card  Today  or  Call  Toll  Free:  1-800-463-6903,  or  Fax  Your  Completed  Card  to  Us  at:  1-312-922-3165 


SELECTION 


(As  of  press  time,  all  items  were  available; 
however,  FYI  can  t  guarantee  that  they  will  be  if 
all  of  you  order  the  same  thing  at  the  same  time.) 


t'ttEAM  OF  THE  MAIL-UHDEK  C  ATALOU  U  JUS 


I 


Designer  mayo 

i  that?  We've  got  it,  and  more, 
t  a  very  tasty  selection. 


^  For  the  little  Pamelli  in  your  house. 
Ms-powered  Pennzoil  Indy  Go  Cart  has 
IBS  plastic  body,  5-hp  Briggs  &  Stratton, 
md  a  top  speed  of  18  rubber-meltin  mph. 

m  #5148L  $1,995 

orty's  800-543-8633 

9  We  can  spend  hours  watching  the  little 
nmp  ami  snails  putter  around  our  self- 
Istaining  EcoSphere.  Urn. .  .after  work,  of 
\urse.  Developed  by  NASA. 

L  #42045  $98 

ijnals  800-669-9696 

J  Here's  an  eye-catcher  to  round  out  your 
fjing  room.  Cubist  Picasso  Table  is  inlaid 
\ith  birch  veneer,  stained  with  all  the 

apes  and  colors  of  the  IW  artist's  rainbow. 

ra  #G8930207  $650 

gar  Hill  800-344-6125 

y  When  your  kid  asks  who's  that  goofy 
asked  man  on  your  shiny  new  lunch  box, 
st  tell  him  "It's  a  Baby-Boomer  thing, 
u  wouldn  't  understand. " 

m  #M10-668  $17 

nd's  Eye  800-949-3333 

^For  the  gutter  that  has  everything, 
uerdon  Gargoyle  Jits  3"-round  down- 
outs,  can  be  crimped  for  rectangular  tub- 
g.  Copper  has  no  sharp  edges.  Very  scary. 

m  #GO-9503   $115 

nd  &  Weather  800-922-9463 

^  Proof  that  ergonomics  has  gotten  out  of 
md.  Correct-Posture  Dog  Feeder  helps  Fido 
aintain  proper  alignment. 


Item  #60754E  (10-inch)  $40 

Item  #60755E  (16-inch)  $45 

Hammacher  Schlemmer  800-543-3366 

Let's  just  see  those  crafty  night  crawlers 
try  to  wiggle  off  the  hook  under  the  glare  of 
a  Petzl  Zoom  headlamp. 

Item  #HH14592  $40 

L.L.  Bean  800-221-4221 

Our  days  of  struggling  with  used  corks 
are  over.  Marble  &  Stone  Stoppers  look 
classy,  twist  easy,  seal  tight. 

Item  #WS88-004  (set  of  three)  $15 

Int'l  Wine  Accessories  800-527-4072 

Finally,  something  that'll  look  good  over 
the  sofa.  Hand-painted  tin  Optometrist 
Sign  is  double-sided,  measures  10"x36*/4". 
From  an  181 '5  original. 

Item  #F1 00970   $225 

Art  &  Artifact  800-231-6766 

Gentlemen,  start  your  daiquiris!  Spec- 
ial anniversary  edition  of  classic  1934  sin- 
gle-spindle Hamilton  Beach  drink  mixer 
comes  in  cool  "deco" green.  Shake  it  up,  baby. 

Item  #5741  $60 

Chefs  Catalog  800-338-3232 

(^k  No  more  ho-hum  turkey  sandwiches! 
Pungent  Bonsai  &  Lloyd  mayonnaise 
comes  in  Portofino  (#17117),  Mediterran- 
ean (#17129),  Old  Fashioned  (#17142) 
and  Taj  Mahal  (#1 7130).  $8  per  jar. 
California  Cuisine  800-753-8558 

Galvanized  clock  and  thermometer 
from  the  soggy  British  Isles  stay  sealed 
against  moisture,  indoors  or  out. 

o 

Item  #9014  (Thermometer)  $44 

Item  #9013  (Clock)  $38 

Langenbach  800-362-1991 
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THE  BULL  BOARD 


jStenyTroopB  Are  Found 
Seriously  Out  of  Shape 


jcor.imK  to  the  study,  almost  a 
uiird  of  all  troops  smoke  cigarettes. 
One  in  5  is  a  heavy  drinker.  And 
among  troops  under  the  age  of  20,  1 
Jn  5  is  classified  as  overweight. 


W«  in  «»e  m  n^aid 


Americans  Flunk  Science,  a  Study  Finds 


WASHINGTON,  May  23  (AP)  — 
Less  than  half  of  American  adults 
understand  that  the  Earth  orbits 
the  Sun  yearly,  according  to  a  bas- 
ic science  survey.  " 


SEEING  RED:  Tired  of  prostitutes  half 
Abraham  Lincoln's  former  home  in  Springfield  111  offi- 
cials are  making  it  a  federal  case.  The  U  S  Srk  Service 
has  agreed  to  enforce  a  federal  law  that  allows  federal  pros 
ecubon  of  crimes  committed  on  federal  property,  including 

Sri  WiS™  National  Historic  Site  Tw°  Sen  and  f 
girl,  17,  have  been  arrested  in  recent  weeks. 


ft***1 


Pepsico  to  OftWBeepers 

By  The  Associated  Press 

Pepsico  is  taking  an  expensive  and 
innovative  approach  to  keeping  tabs 
nn  the  youth  market:  it  is  offering 
500,000  teen-agers  six  months  of  free 
beeper  service. 

The  campaign  to  promote  Moun- 
j  tain  Dew  soft  drinks  comes  at  a  time 
i  When  the  use  of  beepers  is  a  hot  issue 
Sin  school  systems  nationwide 
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Baume  &  Mercier  &  Me 


Baume  &  Mercier 

GENEVE 


®  BAILEY  BANKS  &  BIDDLE 

WORLD  RENOWNED  JEWELERS  SINCE  1832 

Select  locations  nationwide  1-800-65 1-4BBB 


UOLUME  158  NUMBER  8 
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120  A  recession  is 
virtually  inevitable 
before  2000- 
no  matter 
who's  in 
the  White 
House. 


54  The  hair-dye  boom: 

"Coloring  your  hair 
is  just  like  buying 
a  new  outfit.  I  had 
18  years  of  brown 
hair  and  got  bored 
with  it." 


44  Kellogg 

The  numbers 
don't  look  good, 
but  management 
remains 
unperturbed. 


On  the  Cover 

120  It's  a  weak  recovery. 
Why? 

President  Clinton 
and  the  economy. 
By  Peter  Brimelow 

18  On  My  Mind 

Talent  scouting 
in  Silicon  Valley. 

By  Kerry  A.  Dolan 

142  Using  your  PC  to 
screen  out  junk  calls 

How  to  repel  those 
telemarketing  pests. 
By  Joseph  R.  Garber 

Management, 

Strategies, 

Trends 

44  Kellogg 

Does  die  cereal  maker 
have  its  head  in  the  sand? 

By  Gretchen  Morgenson 

46  Univision 
Communications 

Congress  passes  laws. 
Folks  like  Jerry  Perenchio 
get  rich  figuring  ways 
around  them. 

By  Kerry  A.  Dolan 


54  What's  your 
favorite  color? 

Fess  up.  Do  you  dye  your 
hair?  What  was  once 
a  guilty  little  secret  is 
now  just  another  way  for 
women — and  many 
men — to  express 
themselves. 
By  Christie  Brown 

60  Murphy  Oil 

The  third  generation  in 
his  family  to  run  Murphy 
Oil,  Claiborne  Deming  is 
bringing  it  back  to  the 
business  that  made  the 
Murphys  rich. 
By  Toni  Mack 

73  Up  &  Comers 
Kiehl's 

A  cosmetics  company  that 

doesn't  advertise.  A  chief 

executive  who  doesn't  like 

to  talk  about  numbers. 

Yet  Kiehl's  is  an  amazing 

success. 

By  Carleen  Hawn 


78  Up  &  Comers 
Hain  Food  Group 

Jumping  off  the  corporate 

career  ladder,  Irwin 

Simon  built  a  good-size 

company  with 

an  unusual  strategy. 

By  Scott  Wool  ley 

82  Marketing 
Ms.  Fix-it 

Won't  pay  $785  for  a 
champagne  flute?  How 
about  80  bucks  if  it's  a 
genuine  Baccarat? 

By  Lisa  Gubernick 

116  Loral  Space 
&  Communications 

Move  over,  Bill  Gates, 
Craig  McCaw,  Hughes 
Electronics — Loral's 
Bernard  Schwartz  is  after 
a  piece  of  the  satellite 
transmission  business. 
By  Paul  Klebnikov 

128  Faces  Behind 
the  Figures 

Emily  Swenson, 
Children's  Television 
Workshop;  Craig  Bushey, 
Flagstar  Hardee's;  Marc 
Lasry,  Amroc. 


132  Ideas 

A  review  of  Only  the 
Paranoid  Survive,  by 
Andy  Grove.  Another 
look  at  My  Tears  with 
General  Motors,  by 
Alfred  P.  Sloan  Jr.' 
By  James  W.  Michaels 

International 

48  Russia's 
takeover  kings 

A  couple  of  big  Russian 
banks  are  moving  to  take 
control  of  huge  chunks  of 
Russian  industry. 

By  Paul  Klebnikov 

114  We  shall  overcome 

The  Mandela  government 
has  a  sound  economic 
plan  for  South  Africa.  But 
can  it  execute  the  plan? 

By  Robert  Lenzner 

118  Rolls-Royce 

Early  in  the  next 
millennium  there  will  be 
a  new  generation  of 
jumbo  jets.  Britain's 
Rolls-Royce  has  a  jump 
on  its  U.S.  competitors 
for  powering  the 
new  craft. 
By  Howard  Banks 
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114  South  Africa 

"We  have  to  take 
down  the  tariff 
walls  and  move 
away  from 
subsidies  to 
industry." 


174  Midway 

"It's  not  a  resort. 
It's  a  broken-down 
Navy  village." 


Law  &  Issues 

42  What  state  do 
you  live  in,  Ross? 

While  Ross  Perot  bashes 
Nafta,  the  free  trade 
agreement  brings  jobs 
to  his  home  state 
and  puts  money  in 
his  son's  pocket. 
By  Christopher  Palmeri 

Computers/ 

Communications, 

Technology 

138  Silicon  Startups 
The  Charles  Schwab 
of  foreign  exchange 

Gady  Nemirovsky  is  one 
of  an  army  of  entrepre- 
neurs busy  bridging  the 
gap  between  high  tech 
and  small  business. 
By  Nikhil  Hutheesing 

144  The  mother 
of  invention 

Don't  be  surprised  if  the 
Japanese  race  ahead  of  us 
in  traffic  automation  and 
we  end  up  importing  the 
technology.  After  all, 
they  need  it  a  lot  more 
than  we  do. 
By  Neil  Weinberg 
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148  Insights 

By  Peter  Huber 

150  Staying  Healthy 
In  the  mind's  eye 

Can  you  gain  lasting 
improvement  in  your 
memory  via  a  quickie 
training  session? 

By  Julie  Androshick 
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iloney  & 
Investments 

152  The  Funds 
Diogenes  in  search  of 
a  smart  stock  picker 

Gordon  Grender  of 
Global  Asset  Management 
runs  a  unique  fund. 

By  Thomas  Easton 

154  The  Funds 
Upside,  downside 

Balanced  funds,  burdened 
by  their  bond  stakes, 
rarely  beat  stock  funds. 
Steven  Romick's  does. 
By  Mary  Beth  Grover 

156  The  Money  Men 
Welcome  back, 
Sir  Ron 

Quietly,  New  Zealand's 
most  famous  investor 
is  back  and  doing 
very  nicely. 
By  Richard  Phalon 

158  Statistical 

Spotlight 

Tech  with  a  hedge 

If  you  are  tempted  by 
some  beaten-down 
technology  stocks  but 
reluctant  to  plunge  right 
in,  go  halfway  by 
buying  a  convertible. 
By  Eric  S.  Hardy 


Personal  Affairs 

174  Where  history 
was  made 

Where  mighty  navies 
clashed  at  a  turning  point 
in  WWII,  bird-watchers 
and  divers  now  cavort. 
Midway's  no  paradise,  but 
it  does  have  its  appeal. 
By  Seth  Lubove 


161  The  Forbes/Barra 
Wall  Street  Review 

162  Fixed  Income 
Review 

164  Streetwalker 

Tele  Danmark;  Marvel 
Entertainment;  APL  Ltd.; 
Cincinnati  Milacron; 
KinderCare. 

171  Correction 

A  reprint  of  the  last  page 
of  the  Sept.  23  issue 
interview  with  Philip 
Fisher. 

172  Insurance  for 
the  nervous  bull 

In  past  issues  we  demon- 
strated a  way  for  nervous 
investors  to  stay  with 
their  favorite  stocks  while 
reducing  their  risk.  Here 
we  go  again. 
By  Peter  Brimelow 
and  Mark  Hulbert 

Columnists 

50  Business  Strategy 

John  Rutledge 

81  In  The  Classroom 

Diane  Ravitch 

169  Portfolio  Strategy 

Kenneth  L.  Fisher 

170  Stock  Trends 

Laszlo  Birinyi  Jr. 


176  Collectors 
Time  to  varnish 
the  car? 

Serious  car  collectors  turn 
up  their  noses  at  woodies, 
which  creates  bargains  for 
the  nostalgia  seeker. 

By  Robert  La  Franco 
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One  reason 

adults  don't  give  a  damn 
about  video  games. 


Suffice 


to  more  advanced  forms  of  technologi- 
cal thrillrseeking.  Case  in  point,  the 
Mercedes-Benz  S,L  Coupe/Roadster.  It's  the 
world's  first  convertible  equipped  with 
door-mounted  side-impact  air  bagsf.  It 
has  an  advanced  5-speed  driver-adaptive 
automatic  transmission  that  will  actually 
adjust  shift  points  to.  correspond  to  the 
way  you  drive.  And  its  automatic  slip  con- 
trol (ASR)  has  the  intelligence  to  modify 
braking  and  engine  response  for  enhanced 
control  when  wheel  slip  is  detected.  Can 
any  video  game  even  hope  to  compete 
with  that?  More  importantly,  can  any  car? 
To  learn  more,  call  1-800-FOR-MERCEDES. 


SL- CLASS 


Explore  our  Web  site,  hltp://www.usa. mercedes-benz.com.  SL320  shown  with  optional  sport  package. : Air  bags  are  supplemental 
restraints.  Please  always  wear  your  seat  belt.   ©1996  Mcrcedes-Ben'2  of  North  America,  Inc..  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 
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A  promise  your  prom  date  will  never  see      ese  pictures. 


A  promise  the  more  you  gfigf^le,  the  cleaner  you  gfet. 


A  promise  I'm  forever  watchingf  out  for  you. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  heen  helping  people 
keep  their  promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's  why  families  and 
businesses  rely  on  us  to  insure  their  lives  and  their  financial  future.  We  help  you  keep  your  promises.8 

Life    &    Disability    Insurance    ❖    Annuities    •>    Pension    &    Retirement    Products    ❖    Investment  Management 


€1996  Massachusetts  Mutual  Life  Insurance  Co  ,  Springfield,  MA  01111  •  hrtp://www  massmutual  com 
Securities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary 


(pMassMutual 
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Cutting  a  tenth  of  a  second  off  your  time  can  take  years. 
With  Air  France  you  can  cut  several  hours  off  in  one  journey 


>)-       THE  NEW  HUB  AT  CDG2. 
^    EASY  COME.  EASY  GO. 


LOS  ANGELES -ROME  IN  13hrs.  15min.*  daily 
NEW  YORK- BORDEAUX  JN  9hrs.  5min.*  daily 


You  might  not  have  the  patience  or  the  fitness  to  time  yourself  for  the 
400-meter  butterfly  event,  and  you've  probably  no  hope  of  ever  winning 
a  medal.  However,  there's  nothing  to  stop  you  from  saving  any  amount 
of  time  over  thousands  of  miles.  When  using  the  new  Paris  -  Charles-de-Gaulle  2  hub  transfer  system  today,  you  connect  with 
the  Air  France  worldwide  network  in  record  time  (that  is  600  long-distance  and  2,600  medium-haul  flights  every  week).  Save 
time  and  earn  miles  too,  while  you  travel  with  our  Frequence  Plus  frequent  flyer  program.  For  information  or  reservations 
call  your  travel  professional  or  I  800-AF-PARJS.  On  your  marks.  Get  set.  W'W^.JF1 
Go. ..with  Air  France.     you  will  always  have  a  reason  to  fly  air  France.  


Air  France  is  a  partner  in  US  Air  Mileage  and  United  Airlines  Mileage  Plus  frequent  flyer  programs. 

•on  Summer/Fall  flight  schedules  published  by  Air  France  and  Air  Inter  Europe  for  travel  via  Paris  Hub  at  CDC2. 
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Credit  where  credit  is  due 

Bill  Clinton's  peo- 
ple grouse  that  their 
man  hasn't  been 
given  sufficient  credit 
for  a  strong  econo- 
my. Peter  Brimelow 
and  Edwin  Ruben- 
stein looked  at  the 
numbers.  Their  con- 
clusion: There  isn't 
much  to  give  him 
credit  for.  This  is  the 
weakest  recovery  in 
decades  (see  p.  120). 

Needles  in  a  haystack 

No  admirer  of  mutual  funds,  investment  sage  Philip  Fisher  told 
Forbes  last  issue  (Sept.  23)  that  most  fund  managers  own  too 
many  stocks  and  trade  too  frequently.  Preoccupied  with  quarter- 
ly comparisons,  they  fail  to  serve  their  investors'  best  interests. 

We  asked  our  funds  editor,  Tom  Easton,  to  see  if  he  could  find 
any  funds  that  met  Fisher's  standards.  The  fund  would  have  to 
own  20  stocks  or  fewer,  know  their  managements  intimately  and 
have  little  portfolio  turnover. 

Easton  went  hunting.  Of  6,000  funds,  only  2  came  close  to 
qualifying:  Clipper,  whose  manager  we  have  interviewed  several 
times  over  the  past  decade — most  recendy  Forbes,  Aug.  26 — and 
Sequoia,  which  is  closed  to  new  investors.  Persevering,  Tom 
widened  the  search  and  found  another  prospect,  if  an  unlikely 
one.  He  tells  about  it  on  page  152. 

They  protest  too  much 

In  "Tinderbox"  (Sept.  9j,  Paul  Klebnikov  painted  a  dire  pic- 
ture of  Ukraine,  that  now-independent  part  of  the  old  Soviet 
Union  that  in  its  glory  days  was  the  breadbasket  of  Europe.  At 
first  there  was  very  little  reaction,  but  a  few  weeks  later  our  E- 
mail  was  jammed  with  angry  letters.  From  the  tone  and  the 
delay  in  responding,  it  was  clear  that  most  came  from  non- 
Forbes  readers.  Soon  we  understood  why.  A  Ukrainian  nation- 
alist Web  site  gave  our  address  and  urged  viewers  to  flood 
Forbes  with  complaints. 

Knock  it  off,  folks.  We  love  to  hear  from  readers  and  take  what 
they  say  very  seriously.  But  organized  campaigns  by  special  inter- 
ests sway  us  not  at  all.  Down  the  road  in  a  year  or  two  we  will 
revisit  Ukraine,  and  if  our  forecast  proves  wrong,  we  will  admit  as 
much.  We  make  a  prediction,  we  follow  up  on  it.  Until  then,  we 
stand  by  "Tinderbox." 


Editor 
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You  are  sending  your 
employees  to  the  jungle. 


May  we  suggest 
a  survival  kit. 


more  tkan  American  Express.  So  when  your  employees  are  out  blazing  tne  corporate 
trail,  tkey  can  easily  track  down  cask  at  over  280,000  Visa  ATMs  aroun  d  tl 
world.  Meanwkile,  it  can  kelp  you  manage  your  cask  flow  and  negotiate  ketter  rates 
witk  vendors.  Being  king  of  tke  jungle  migkt  not  ke  so  tougk  after  all.  For  details, 
call  1-800-VISA-311  ext.  94,  or  visit  Visa  Expo  @  www.visa.com 


VISA  CORPORATE 
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VISA 

It's  Everywhere  You  Want  To  Be.' 


We  make  more 
than  50  companies 
naove  as  fast  as  a 
Porsche. 


Deutsche  Telekom  has 
the  world's  most  advanced 
communications  super- 
highways. They  provide 
Porsche  and  many  other 
companies  with  turbo- 
charged  performance. 


Porsches  are  world-renowned 
for  their  speed.  The  same  is 
true  of  Porsche  AG.  It  was  one 
of  the  first  companies  to  use 
Datex  M,  Deutsche  Telekom's 
first  standardized  Asynchronous 
Transfer  Mode  (ATM)  service. 
Now,  Porsche  and  more  than 
50  other  German  firms  are  suc- 
cessfully working  with  this  high- 
speed data  transfer  service. 

From  drawing  board  to  pro- 
duction line,  Porsche  moves 
faster  on  Deutsche  Telekom's 
information  superhighways. 

Porsche  designers  work  interac- 
tively on  a  multimedia  basis  with 
their  international  colleagues 
and  production  specialists. 
Using  the  information  super- 
highway, they  can  speed  up 
data  transfer  of  computer 
simulations  in  order  to  optimize 
crash  behavior.  Significantly 
shorten  development  times,  too. 
Over  the  next  few  years,  Porsche 
suppliers  will  also  be  networked, 
to  help  them  exchange  the  in- 
formation necessary  to  develop 
and  produce  cars  simply  and 
quickly. 


Our  innovations  can  make 
your  company  faster,  too. 

Deutsche  Telekom  is  a  leader 
on  the  information  superhigh- 
way. Our  T-Net,  for  example,  in- 
cludes an  optical-fiber  network 
with  the  broadest  coverage  in 
the  world  as  well  as  more  ISDN 
lines  than  any  country  on  the 
planet.  We  have  ultra-modern 
international  network  infrastruc- 
tures, from  underwater  cables 
to  satellites.  Our  multimedia 
solutions  have  provided  our  cli- 
ents with  decisive  advantages 
over  their  competition.  Thanks 
to  Global  One,  our  global  part- 
nership with  France  Telecom 
and  Sprint  Corporation,  we  can 
offer  solutions  to  companies 
around  the  world. 

Profit  from  our  experience. 

Deutsche  Telekom  is  Europe's 
No.1  telecommunications  com- 
pany. We're  the  world's  No.  3 
network  operator.  We've  spent 
$  90  billion  building  state-of- 
the-art  infrastructures  since 
1 990,  which  makes  us  the 
world's  biggest  investor.  We're 
in  multimedia,  on-line  services, 
as  well  as  intelligent  networks 
and  service. 

Best  of  all,  we're  doing  it  all 
at  the  speed  of  a  Porsche. 

If  you'd  like  to  know  more 
about  Deutsche  Telekom, 
contact  us  by  fax  at 
++49  431 1693225. 
Or  visit  our  Web  site  at 
http://www.dtag.de. 
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Card  sharks 

Two  years  ago  Forbes  opined  that 
$4  billion  (sales)  Hallmark  Cards 
faced  a  painful  decision:  Either  aban- 
don its  reliance  on  the  thousands  of 
specialty  card  shops  that  built  its  fran- 
chise or  continue  to  watch  market 
share  slip  against  competing  lines  sold 
at  discounters,  supermarkets  and 
drugstores.  Hallmark  had  become  a 
victim  of  one-stop  shopping  (Mar. 
14,  1994). 

After  a  lot  of  dawdling,  Hallmark 
has  finally  bitten  the  bullet.  It  has 
decided  to  sell  Hallmark-branded 
cards  to  mass  merchants.  In  January 
the  private,  Kansas  City,  Mo. -based 
company  will  roll  out  a  new  line  of 
cards,  dubbed  "Expressions  from 


won't  be  enough  to  save  some 
mom-and-pops. 

-Daniel  Roth 

Clubhouse  king 

Golf  magnate  David  Price  dazzled 
us  five  years  ago  with  his  skill  at  run- 
ning links  nobody  else  could  seem  to 
make  money  on.  By  1996  he  hoped 
to  add  another  100  courses  to  his  col- 
lection and  build  revenues  from  $210 
million  to  $500  million  (July  22, 
1991).  How's  he  done? 

Although  the  growth  of  golf  is 
slowing,  Price  has  followed  through 
nicely.  His  Santa  Monica,  Calif-based 
American  Golf  Corp.  has  taken  under 
its  wing  another  124  courses,  for  a 


Hallmark,"  through  chains  such  as 
Wal-Mart,  Kmart  and  Kroger.  The 
new  brand  will  feature  Hallmark's  sig- 
nature crown  on  the  back. 

Not  surprisingly,  many  owners  of 
Hallmark's  8,200  independent  card 
shops  are  angry.  "When  shoppers  see 
the  word  Hallmark,  that's  all  that's 
going  to  matter  to  them,"  says  Billy 
Mancil,  who  owns  a  Hallmark  shop 
in  Tallahassee,  Fla.  and  two  others  in 
Georgia.  Mancil  plans  to  file  a  class- 
action  lawsuit  alleging  breach  of  con- 
tract in  October  and  is  seeking  a 
restraining  order  on  the  Expressions 
line  rollout. 

To  placate  the  independents,  the 
company  has  launched  a  $175  mil- 
lion ad  campaign  to  promote  its 
Gold  Crown  retail  stores.  But  that 


American  Golf 
Corp.'s  David  Price 
His  growing 
empire  of  golf 
courses  will 
vault  him  onto 
The  Forbes 
Four  Hundred 
this  year. 


total  of  255.  With  the  July  purchase 
of  Dallas-based  Golf  Enterprises,  sales 
are  projected  to  reach  $492  million 
this  year.  Price  also  controls  a  publicly 
traded  real  estate  investment  trust, 
National  Golf  Properties,  which  owns 
111  of  his  courses.  Its  stock  is  up 
over  30%  in  the  past  12  months.  After 
barely  missing  The  Forbes  Four 
Hundred  richest  Americans  list  last 
year,  Price,  64,  makes  it  this  year  with 
his  net  .worth:  a  chip  shot  north  of 
$425  million. 

-James  Samuelson 


Wrong  turn 

It  seemed  like  a  good  idea  at  the 
time.  Vincent  Naimoli,  who  had  a 
hot  hand  with  lbos  in  the  1980s,  had 
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MONT 
BLANC 


o 


In  a  world  where  time  moves 
ever  faster,  we  need  things 
which  preserve  the  moment. 

Meisterstuck  Organizer 
Supple,  distinctive  nappa  leather. 
The  perfect  companion  to  any 
Montblanc  writing  instrument. 


THE  ART  OF  WRITING  YOUR  LIFE 

595  MADISON  AVE  ,  NEW  YORK  •  COPLEY  PLACE,  BOSTON  •  THE  MALI  AT  SHORT  HILLS,  SHORT  HILLS  •  ROOSEVELT  FIELD,  GARDEN  CITY 
ALA  MOANA  CENTER,  HONOLULU  •  900  NORTH  MICHIGAN  AVE  ,  CHICAGO  •  1 5 1  BLOOR  ST  WEST,  TORONTO  •  SOMERSET  COLLECTION,  TROY  •  1-800-388-4810 

OPENING  DECEMBER  '96    1 00  GRANT  AVE.,  SAN  FRANCISCO 
THE  SHOPS  AT  SELECT  BLOOMINGDALE'S,  MARSHALL  FIELD'S,  NEIMAN  MARCUS  AND  SAKS  FIFTH  AVENUE 


Largest  international  no-load  manager 1 

THE  POWER  OF 
GLOBAL  INVESTING 

T.  Rowe  Price  International  Stock  Fund— performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook 
international  equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 


Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 

funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established 
companies  outside  the  United  States.  It  has  proven  itself  over  periods  of 
both  up  and  down  markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar. 
In  fact,  the  fund's  success  has  placed  it  on  the  Forbes  Honor  Roll  for  the 
seventh  consecutive  year — the  only  international  mutual  fund  that  can 
claim  this  distinction.  The  fund's  performance  from  3/31/84  to  6/30/96 


Forbes 

Honor  Roll 

7  years  running 


was  considered;  18  honorees  were  selected* 

Benefit  from  Our  expertise.  At  T.  Rowe  Price,  we've 
been  helping  people  invest  overseas  since  1979,  when  we 
joined  forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of 
the  world's  oldest  and  most  successful  international 
advisers,  to  form  Rowe  Price-Fleming.  Today,  Rowe  Price- 
Fleming  serves  as  investment  adviser  to  our  family  of 
international  funds  and  manages  over  $26  billion  in 
foreign  stock  and  bond  assets. 

Let  US  Show  you  the  world.  To  learn  more,  request 
our  free  report,  The  Basics  of  International  Stock 
Investing,  today.  Of  course,  international  investing  has 
special  risks,  including  currency  fluctuation,  political 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


■ 


and  economic  instability,  and  the  volatility  of  emerging 
markets.  As  with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500  minimum  investment 
($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-8341 

http:/ /www.  troweprice.com 


Invest  With  Confidence 

T.RoweRice 
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'Strategic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must  he  open  to  new  investors  and  have  had 
the  same  management  for  at  least  5  years.  Sector  funds  are  excluded.  Read  the  prospectus  carefully  hefore  investing.  T.  Rowe  Price  Investment  Services,  Inc..  Distributor.  ISF032206 


just  merged  two  auto  supply  compa- 
nies, Harvard  Industries  (sales,  $630 
million)  and  Doehler-Jarvis  ($300 
million).  We  thought  the  merged 
entity — which  kept  the  name  Harvard 
Industries — then  trading  at  just  4.8 
times  cash  flow,  looked  attractive 
(Oct.  9,  1995). 
Oops. 

Bad  news  began  in  February  when 
Harvard  announced  it  would  take 
losses  on  a  contract  to  produce 
engine  manifolds.  Then  a  key  cus- 
tomer, General  Motors,  was  crippled 
by  a  strike.  Bad  weather  forced  shut- 
downs at  several  Harvard  facilities, 
and  the  cost  of  launching  new  prod- 
ucts turned  out  to  be  higher  than 
anticipated. 


Harvard  Industries'  Vincent  Naimoli 
Bad  news  has  stalled  the  stock. 


More  alarm  bells  rang  in  early 
August  when  Harvard  announced  it 
had  paid  $  1  million  in  fees  to  obtain 
a  $10  million  short-term  loan. 
Naimoli  says  the  $1  million  included 
fees  that  banks  asked  Harvard  to 
cough  up  for  two  previous  amend- 
ments. Whatever  the  case,  as  of  June 
30,  Harvard  had  just  $1.1  million  of 
cash  on  its  balance  sheet,  down  from 
$65  million  in  June  1995. 

Harvard's  stock,  which  traded  at 
24  when  our  story  ran,  fell  to  as  low 
as  6%  in  August  before  recovering  to 
a  recent  10%. 

Naimoli  is  optimistic  about  a  turn- 
around. Salomon  Brothers,  mean- 
while, is  seeking  buyers  for  Harvard's 
interiors  division  and  another  unit 
that  makes  exterior  rearview  mirrors 
and  door  handles.  Harvard  has 
retained  the  Blackstone  Group  to 
"explore  strategic  financial  alterna- 
tives to  maximize  shareholder  value." 

-Graham  Button  m 


For  reservations,  call  your  travel  consultant  or  USA  &  Canada 
toll-free  (1  800)  942  5050  Internet:  http://www.Sriangn-La.com 


SHANGRI-LA 


Flieht  Fact  #5 


Number  Of  U.S.  Airports 
Served  By  Business  Aircraft: 

5,500 


(That's  10  times  the  number  of  airports  served  by  scheduled  airlines.) 

Chances  are,  these  5,500  airports  are  exactly  where  you  are  and  where  you  are  going  -  cutting 
your  travel  time  dramatically.  This  advantage  is  just  one  of  the  reasons  why  thousands  of 
U.S.  companies  rely  on  business  aircraft  as  a  critical  productivity  tool  every  day.  For  a  free 
copy  of  a  brochure  profiling  10  companies  which  operate  business  aircraft,  please  call 
(800)  9-AVIATE.  Or  visit  us  on  the  Internet  at  http://www.nbaa.org 
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'NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association 
and  the  General  Aviation  Manufacturers  Association. 


I  TOP  EXECUTIVE8/E0ITE0  BY  KATAR2YNA  WANDYC2 

Help  wanted:  urgent! 

By  Kerry  A.  Dolan 

The  top  ten  semiconductor  companies  have  12,000  open 
positions.  Pay  of  computer  engineers  has  risen  by  two-thirds  over 
the  last  decade.  "Life  is  sweet,"  chuckles  Michael  Trafton, 
a  26-year-old  software  engineer  for  a  small  Boulder,  Colo. -based 
company.  Four  years  after  graduating  with  a  B.A.  in  computer  sci- 
ence from  Rice  University,  he  makes  $175,000.  Over  the  next  decade 
industry  will  need  730,000  computer  engineers  and  systems  analysts. 
Also  in  high  demand:  electrical  engineers,  software  developers,  radio 
frequency  engineers.  Where  are  the  companies  going  to  find  them?  We 
put  the  question  to  some  top  high-tech  executives. 


''There  isn't 
enough 
engineering 
talent  in  the 
world  to 
support 
everyone's 
interests  and 
endeavors," 
says  Lynn 
Davis, 
senior  vice 
president 
at  ADC 
Telecommu- 
nications. 


William  Cadogan 

Chief  Executive  Officer 
ADC  Telecommunications 
Minneapolis,  Minn. 

"When  it  comes  to  hiring  software  engi- 
neers, we're  competing  with  high-tech  start- 
ups in  Boston  and  California,  where  key 
people  are  getting  equity.  [So  when  it  comes 
to  hiring]  we  modeled  ourselves  very  much 
after  a  venture  capital  startup. 

"Last  year  we  wanted  to  start  a  new  divi- 
sion that  would  develop  network  manage- 
ment software.  Instead  of  setting  up  the  divi- 
sion, we  created  a  separate  subsidiary  called 
Telesphere.  We  set  aside  30%  of  the  equity  in 
Telesphere  and  gave  most  of  it  to  an  engi- 
neer and  a  marketing  person  in  the  form  of 
options. 

"The  engineering  manager  had  been  the 
chief  technical  officer  at  a  $200  million  com- 
pany, and  we  knew  we  weren't  going  to  get  a 
person  like  that  if  we  just  gave  him  standard 
ADC  options.  With  Telesphere's  options,  if 
they  really  pull  it  off,  they  will  have  a  piece  of 
their  success.  People  in  this  business  like 
taking  chances." 


Lawrence  Bossidy 
Chief  Executive  Officer 
AlliedSignal 
Morristown,  N.J. 

"I  don't  know  that  there  is  another  option 
to  training  people.  As  the  world  becomes 
more  competitive,  you  just  need  to  get  more 
from  your  own  employees — enriched  skills. 


To  get  enriched  skills,  you've  got  to  take  on 
the  obligation  to  train. 

"We  get  engineers  from  schools  who  are 
trained  to  design  at  an  average  manufactur- 
ing capability.  We're  trying  to  get  to  a  world- 
class  manufacturing  level — a  Six  Sigma  envi- 
ronment. So  we  subject  them  to  four 
advanced  statistics  courses  intertwined  with 
their  work,  which  take  them  up  to  another 
level  in  terms  of  their  design  capabilities. 
Each  employee  at  AlliedSignal  gets  an  aver- 
age of  40  hours  of  training  a  year.  In  early 
September  we  opened  a  60,000-square-foot 
'learning  center'  in  Morristown,  N.  J. 

"As  a  rule  of  thumb,  I  think  we  ought  to 
be  spending  about  2%  of  our  revenues  on 
training." 


John  Chambers 

Chief  Executive  Officer 
Cisco  Systems 
San  Jose,  Calif. 

"It's  not  enough  to  simply  post  a  job  on 
the  Net  anymore.  We  are  growing  at  a  thou- 
sand people  per  quarter.  We'd  gotten  feed- 
back from  engineers  telling  us,  'Unless  I 
know  someone  who  can  tell  me  what  it's 
really  like  to  work  there,  I'm  not  willing  to 
switch  jobs.'  So  we  started  our  'Friends'  pro- 
gram, which  ran  from  March  through  June. 
It  was  a  grand-slam  home  run. 

"The  aim  was  to  have  potential  employees 
make  a  'friend'  at  Cisco.  It  worked  like  this: 
On  our  home  page  on  the  Internet,  we  had  a 
separate  icon  for  the  Friends  program. 
People  would  click  on  that  icon,  then  choose 
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The  1997LeSabre. 
The  comfort  and  safety  of  home... 

on  the  road. 


Its  comfort  will  put  you  at  ease.  Its  arsenal  of  safety 
features  will  give  you  a  sense  of  inner  peace.  Make  you  feel 

almost  invulnerable.  That's  why  those  who  want  to 
feel  at  home  on  the  road  drive  the  1997  Buick  LeSabre.  For 
your  peace  of  mind,  drive  LeSabre.  For  more  details,  visit  our 
Web  site  at  http://www.buick.com  or  call  1-800-4A-BUICK. 

Peace  of  mind 


LeSabre 


by  Buick 


GM 


©1996  GM  Corp  All  rights  reserved  LeSabre  is  a  registered  trademark  ol  GM  Corp  Buckle  up,  America! 


Of  the  20 
companies 
Forbes  talked  to: 

■  19  recruit  over 
the  internet 

■  15  give  their 
employees  a 
bonus  for 
referring  a  new 
employee 

■  10  fund 
engineering 
research  or 
faculty  at 
universities 

■  9  recruit 
overseas  to  fill 
positions  in 
the  U.S. 


Wealthy  nerds 

$44,000  Median  annual  starting  **B,400 

salary  of  bachelor's 
tie  nnn  anc'  master's  graduates 

»jt>,uuu   from  five  t0p  unjversities.  $34,600 


'95-'96  '90-'91  '95-'96  '90-'91 

Electrical  engineering  majors  Computer  science  majors 

Sources:  California  Institute  of  Technology,  Massachusetts  Institute  of  Technology. 
Rensselaer  Polytechnic  Institute,  Rice  University  and  Stanford  University 


Computer 
science  related 
graduates  are 
reaping  the 
benefits  of  being 
in  high  demand. 
Since  1983 
median  weekly 
pay  has  risen 
66%  for  systems 
analysts  and  57% 
for  computer 
programmers. 


from  a  number  of  job  areas  that  were  open, 
and  then  either  type  in  their  resume  or  attach 
it.  The  resumes  went  to  the  corporate  employ- 
ment group,  which  then  matched  each  resume 
with  someone  in  the  right  job  description  who 
had  volunteered  to  'become  a  friend.'  That 
person  would  get  an  E-mail  asking  them  to 
call  the  potential  hire  within  24  hours. 

"Basically,  over  60%  of  our  hires  are  through 
that  program.  Before  the  Friends  program,  our 
Web  site  got  13,000  hits  every  seven  weeks. 
Now  it  gets  54,000  hits.  We  are  now  hiring 
one  out  of  every  two  or  three  we  interview, 
where  it  used  to  be  one  in  ten.  We  advertised 
the  Cisco  Friends  program  in  local  movie  the- 
aters and  on  a  billboard  at  the  San  Jose  airport. 
Since  a  lot  of  us  in  this  industry  are  techies,  we 
also  put  ads  in  places  like  the  Dilbert  Zone  on 
the  Internet,  which  gets  228,000  hits  every 
day — mosdy  from  engineers." 


T.J.  Rodgers 

Chief  Executive  Officer 
Larry  Jordan 
Vice  President  Marketing 
Cypress  Semiconductor 
San  Jose,  Calif. 

Rodgers:  "At  a  certain  point  you  just 
cannot  find  people  at  any  price  in  San  Jose. 
The  industry  grew  40%  in  1995;  Cypress 
grew  in  excess  of  that.  Silicon  Valley  compa- 
nies have  bid  the  price  of  skilled  labor  to  a 
record  in  San  Jose,  which  has  one  of  the 
highest  per  capita  incomes  in  the  U.S. 


($28,250  compared  with  the  national  aver- 
age of  $16,555). 

Jordan:  "So  we  put  together  a  plan.  When 
you  hire  at  ten  locations  rather  than  just  one, 
you're  just  much  more  effective.  We  find  we 
have  a  higher  retention  rate  in  our  remote 
design  centers  because  there's  not  nearly  as 
much  competition  for  our  labor  outside  the 
Valley.  The  Silicon  Valley  mentality  is:  'I 
drive  down  the  block,  park  my  car  in  a  differ- 
ent parking  lot  and  my  paycheck  is  higher.' 

"We've  hired  110  engineers  in  our  centers 
in  Starkville,  Miss.,  Colorado  Springs,  Kirk- 
land,  Wash.,  Beaverton,  Ore.,  Round  Rock, 
Tex.,  Bloomington,  Minn,  and  three  overseas 
locations." 


Brian  Halla 

Chief  Executive  Officer 
National  Semiconductor 
Santa  Clara,  Calif. 

"Earlier  this  year  we  started  a  relationship 
with  graduate  students  in  electrical  engineer- 
ing at  the  University  of  California  at  Berkeley. 
The  idea  is  to  allow  students  access  to  our  labs 
to  physically  produce  their  student  designs  of 
semiconductors  in  our  $100  million  fabrica- 
tion plant.  Normally  they  would  just  do  it  at 
Berkeley  via  computer  simulation. 

"The  kind  of  research  that  some  students 
are  doing  is  of  strategic  interest  to  National. 
We  have  a  technical  mentor  here  at  National 
to  work  with  each  student,  and  we  just  step 
back  and  let  the  two  of  them  go  at  it."  H 


What's  on  your  mind? 

As  a  business  executive,  whether  with  a  big  company  or  a  small  one, 

we'd  like  to  know  what's  bothering  you  these  days,  and  what  you  are  doing  about  it. 

1  ill  us  about  it  at:  mind@forbes.com. 
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TpnNK^bu 
Should  Have 
An  Alternative 
To  Xerox? 


CMJNKA 


Dan  Doyle 
OiieftxiadmOlfkn 


George  Fisher 

Chairman,  President  &  CEO 

Eastman  Kodak  Company 
Dear  George, 


mM  black  &  white  ana  coioi  - 

sive  facilities  management  servwes.  *         -m  ^  industry. 

Chairman.  Prej'      er  ^  worW  wU  have  an  alter 

Chief  Executive 


Sincerely, 

Dan  Doyle   .  officer 

Chief  EW": eS  Systems  Dan  Doyle 

St  Petersburg,  H-U 

Dear  Dan, 

Uefs  make  it  happed 


Sincerely, 


We  Agree 


Danka  and  Kodak  have  agreed  to  join  forces  worldwide.  With  700  offices  in 
35  countries  and  22,000  employees,  Danka  will  be  committed  to  serving  you  better. 
For  information,  contact  your  local  representative  or  call  1-800-OK-DANKA. 
Or  visit  our  internet  site  at  http  ://www.danka.com. 

Xerox  is  a  trademark  of  Xerox  Corp. 


readers@forbes.com 


I'M'/V 

I  l/y 

Cfi? 

'-II L? 

RIj? 
PA? 


VHF? 


SOS! 


FYI. 

Over  6600  locations. 
Knowledgeable  people. 
Questions  answered. 
ASAP. 


R  '  f"oShack 

You've  got  questions. 
WeVe  got  answers.8 


My  teachers 


Sir:  Re  "Are  you  doing  things  your 
rivals  haven't  yet  figured  out?"  (Sept. 
23).  How  lucky  I  have  been  to  have 
Phil  [Fisher]  and  Ben  Graham  write 
down  their  ideas  when  they  had  no 
financial  incentive  to  do  so.  I  am 
leagues  ahead  richer  than  I  would  be 
if  I  hadn't  read  Phil.  I  can't  even  cal- 
culate the  compound  rate  of  return 
from  the  few  dollars  spent  buying 
his  books  35  years  ago. 
-Warren  Buffett 
Chairman,  Berkshire  Hathaway 
Omaha,  Nebr. 

A  lawyerly  proposition 

Sir:  Re  "A  nice,  clean  California 
industry"  (Aug.  26).  It  is  difficult  to 
read  about  William  Lerach's 
attempts  at  legal  extortion  without 
losing  my  lunch.  The  Republicans  in 
the  House  have  been  effective 
because  Speaker  Newt  and  the 
House  Majority  Leader,  Dick 
Armey,  are  both  former  college 
profs,  not  lawyers. 
-B.A.  (Rusty)  Chamberlain 
Coppell,  Tex. 

Sir:  Your  article  notwithstanding,  I 
am  not  and  never  have  been  a 
"mouthpiece"  for  Bill  Lerach  or 
anyone  else.  Plaintiffs'  lawyers,  while 
not  saints,  help  to  get  some  redress 
against  such  questionable  types  and 
keep  others  on  their  toes. 
-Benjamin  Stein 
Malibu,  Calif. 

Mr.  Stein  is  a  ready  defender  of  the 
plaintiffs'  lawyers  who've  preyed  upon 
high-tech  businesses.-^. 

On  balance,  not  bad 

Sir:  Re  "Follow  the  cash"  (Sept.  9). 
Gap  was  discussed  as  a  company 
that  has  a  large  percentage  of  assets 
off  balance  sheet,  but  this  is  not 
"bad."  It's  just  an  issue  that  needs 
to  be  dealt  with  to  measure  eco- 
nomic performance.  In  fact,  Gap, 
Inc.  is  on  the  computer  generated 
holt  Buy  List. 
-Robert  E.  Hendricks 
President 

HOLT  Value  Associates 
Chicago,  III. 


A  veritable  sundae 

Sir:  Re  "Bigger  is  better, 
(Aug.  26).  I  agree  with  Mr. 
Salomon  on  the  impor- 
tance of  the  asset  alloca- 
tion decision.  However, 
this  decision  does  not 
just  involve  Large  Cap 
Stocks  (strawberry), 
Investment  Grade 
Bonds  (chocolate)  and 
cash  (vanilla).  Other  fla- 
vors of  investments  to 
consider  include  U.S. 
Small    Cap  Stocks 
(chocolate  chip), 
U.S.     Mid  Cap 
Stocks  (mint  choco- 
late   chip),  High 
Yield  Bonds 
(Milken  mocha), 
International  Stocks 
(green  tea)  and  Russ- 
ian Stocks  (tutti-frutti). 
-Mitchell  S.  Little 
Rancho  Santa  Fe, 
Calif. 

Dream  on,  man 

Sir:  Re  "California  dreamin'" 
(Transparent  Eyeball,  Sept.  9).  The 
only  people  I  know  who  partake  in 
any  of  that  Nuevo  Weird  stuff  are 
saps  from  New  Jersey  and  kooks 
from  Michigan  who  move  here  and 
think  that's  what  they  have  to  do  to 
be  "Californian."  We  have  a  whole 
economic  subsector  here  that  preys 
on  said  saps  and  kooks. 
-Andrew  S.  Black 
San  Diego,  Calif. 


Baby  FAAs* 


Sir:  Re  "faa,  Inc."  {Augj.  26).  An 
innovative  approach  to  air  traffic 
reform  would  be  to  break  up  the 
current  system  into  six  to  eight 
regional  service  areas,  and  license 
each  to  a  private  company  that 
would  be  responsible  and  account- 
able to  the  FAA  for  safety  and  man- 
agement. The  network  of  Baby  Bell 
operating  companies  is  a  good 
example  of  how  this  could  work. 
This  approach  to  privatization 
would  create  real  competition. 
-Aaron  Hollander 
Stamford,  Conn. 
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#1  Overall 
Three  Years  in  a  Row 

"How  the  Discount  Brokers  Stack  Up" 


Virtual  connections 

Sir:  Re  "The  not-so-virtual  office" 
(Transparent  Eyeball,  July  29).  In 
1996  alone,  I've  had  no  problem 
connecting  my  Dell  laptop  to 
CompuServe  from  hotel  rooms  in 
Lahti  and  Helsinki  in  Finland,  Paris, 
Wiesenbach  (near  Heidelberg, 
Germany)  and  at  least  four  different 
locations  in  central  and  suburban 
London.  All  I  needed  was  appropri- 
ate line  connectors,  which  typically 
cost  $5  to  $10  at  the  nearest  Radio 
Shack  equivalent.  Is  it  possible  the 
problem  is  limited  to  "■underdevel- 
oped" countries? 
-Larry  Israel 
Mountain  View,  Calif. 

Piracy  versus  profits 

Sir:  Re  "Cops  versus  robbers  in 
cyberspace"  (Sept.  9).  The  answer  to 
digital  piracy  is  to  make  the  product 
so  inexpensive  that  it  makes  no  sense 
to  purchase  an  illegal  copy.  The  loss 
in  revenue  from  the  more  expensive 
versions  will  be  made  up  many  times 
as  people  purchase  multiple  inexpen- 
sive originals.  The  first  company  that 
understands  this  principle  will  make 
millions. 

-Robert  Hillman 
Santa  Fe,  N.M. 

Sir:  Many  software  companies  toler- 
ate illegal  copying  for  marketing  rea- 
sons. Selling  software  is  like  collect- 
ing taxes:  If  you  make  the  system  too 
aggressive,  you  actually  get  less  rev- 
enue. Companies  have  to  strike  a 
fine  balance  of  how  much  to  incon- 
venience legitimate  software  users 
and  potential  customers  to  stop  ille- 
gal copying. 
-A.R  HlADUN 
Calgary,  Canada 

Rejected  rockers 

Sir:  Re  "Retread  Rock"  (Sept.  23).  I 
was  disappointed  that  Forbes  chose 
the  picture  of  the  rock  group  Kiss, 
glorifying  a  wicked  segment  of  the 
music  industry.  As  a  father  of  two 
children  ages  9  and  7,  my  wife  and  I 
work  very  hard  to  keep  out  those 
things  we  know  will  lessen  their 
moral  character. 
-Ronald  L.  Class 
Indianapolis,  Ind. 
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4.  Muriel  Siebert 

5.  K.  Aufhauser 
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Jack  tyhit 

Varies  7u  'e 


Quick 


illy 


This  year,  the  nation  fs  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  of  Products 
Mutual  Fund  Olferings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994, 1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 

Access  to  over  4,850  mutual  funds 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  850  and  growing) 

No-Load/Low-Load  Annuity  and 
Life  Insurance  buying  service 
(over  300  products) 


Three  separate  on-line  trading 
services,  each  offering  a  10% 
discount  from  our  commission 
rate  schedule 

No  Annual  Fee  IRA  and  QRP 


No  Annual  Fee  Cash  Manage- 
ment with  free  checkwriting 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


http://pawws.com/jwc 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 


Jack  White,  President 


JackWhite  &  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


IF  BOTH  CLINTON  AND  THE  CONGRESSIONAL  DEMOCRATS 


triumph  next  month,  watch  out  for  the  financial  mar- 
kets. Since  Republicans  took  control  of  Capitol  Hill  in 
November  1994,  equity  averages  have  surged  a  sizzling 
50%.  Alas,  the  Democrats'  Hill  leadership  has  never 
been  so  liberal  as  it  is  today.  Uncertainty  is  already 


dampening  the  debt  markets.  Inflation-adjusted  interest 
rates,  particularly  on  the  short  end,  are  very  high. 
Historically,  long-term  government  bonds  yield  a  real 
rate  of  around  3%;  Treasury  bills,  0.6%.  Today  real  long- 
term  yields  are  5%;  the  shorts,  over  3%. 


GIVE  SCHOOL  CHOICE  A  CHANCE 


New  York's  John  Cardinal  O'Connor  has  made  an 
offer  that  will  catalyze  a  badly  needed  education  reform: 
allowing  parents  to  choose  the  school  that  best  meets  the 
needs  of  their  children. 

Teachers'  unions  have  bitterly  fought  school  choice, 
recognizing  that  it  would  undermine 
their  self-serving,  monopolistic  grip. 
Such  opponents  have  long  been  embar- 
rassed that  nonpublic  schools,  such  as 
parochial  schools,  can  give  inner-city 
kids  better  educations  at  a  fraction  of  the 
cost  of  public  schools. 

One  canard  is  that  nonpublic  schools 
perform  well  only  because  they  skim  off 
the  top  students.  So  Cardinal  O'Connor 
has  made  a  dramatic  proposal:  Give  us 
New  York  City's  worst  students,  academi- 
cally or  disciplinarily,  and  we  will  show 
what  our  schools  can  do.  Needless  to  say, 
the  Big  Apple's  education  establishment  is 
sputtering  excuses  as  to  why  it  cannot 
accept  the  Cardinal's  offer.  Reformers  are  hoping,  though, 
that  sheer  embarrassment  will  ultimately  force  acceptance. 

School  choice  works  because  it  compels  these  institu- 
tions to  be  accountable  for  their  performance.  In 
Milwaukee,  for  example,  a  much-attacked  experiment  is 
under  way;  students  who  have  chosen  their  schools  are, 
by  their  third  or  fourth  year,  surpassing  their  public 
school  counterparts'  test  scores.  The  privately  funded 
Student/Sponsor  Partnership,  Inc.  program  in  New 
York  takes  poorly  performing  students  and  puts  them  in 


Classes  in  showers:  Like  any 
self-interested  monopoly,  public  edu 
cation  short-changes  "customers." 


nonpublic  schools.  These  kids  end  up  doing  far  better 
than  their  peers  left  in  the  same  situations  in  the  public 
schools.  Standards  and  accountability  make  a  difference. 

Bob  Dole  is  advocating  an  experimental  national 
scholarship  program  to  be  implemented  on  the  local 
level.  Up  to  15  states  and  the  District  of 
Columbia  could  participate.  The  Feds 
would  offer  scholarships  for  up  to  4  mil- 
lion low-  and  middle-income  elementary 
and  secondary  school  students.  Parents 
could  choose  public,  private  or  parochial 
schools  for  their  kids.  Washington  would 
pay  half  the  scholarship,  participating 
states  the  other  half,  and  private  dona- 
tions could  supplement  these  funds. 
These  so-called  opportunity  scholarships 
are  small — the  highest  level  is  $1,500 — 
but  they  should  be  enough  to  give  par- 
ents a  chance  to  make  a  change.  Uncle 
Sam's  share  of  the  scholarships  would  be 
financed  by  eliminating  some  of  the 
Department  of  Education's  wasteful,  often  counterpro- 
ductive programs,  such  as  Goals  2000. 

The  time  is  ripe  for  reform.  Performance  scores  remain 
stagnant,  despite  all  the  talk  of  changing  public  schools  from 
within.  In  some  of  our  largest  cities  nearly  half  the  public 
school  teachers  send  their  own  children  to  private  institu- 
tions. Further  pressure:  Schools  in  many  parts  of  America 
are  overcrowded  because  of  the  "echo"  effect  of  baby 
boomers'  kids  entering  the  system;  moreover,  half  of  the 
nation's  teachers  will  be  retiring  early  in  the  next  century. 


THE  SCOURGE  OF  THE  INTERNATIONAL  MONETARY  FUND 


continues.  This  agency,  supported  over  the  years  by 
about  $28  billion  in  U.S.  tax  dollars,  is  supposed  to 
nurse  sick  economies  back  to  health.  Most  of  the  time, 
alas,  its  snake  oil  remedies  worsen  the  patients. 

Jordan  is  the  latest  victim  of  the  IMF's  Kevorkian-like 


economics.  The  agency  put  this  critical  Middle  Eastern  state 
on  an  austerity  diet,  and  when  the  government  more  than 
doubled  the  price  of  subsidized  bread,  riots  resulted.  Sen- 
sitive subsidies  in  a  struggling  country  with  large  unemploy- 
ment should  be  tampered  with  only  when  the  economy  is 
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visibly  booming  and  people  believe  better 
visited  Jordan  two  years  ago,  and  my 
heart  sank  when  government  officials  said 
they  had  to  temper  tiieir  desire  for  tax  cuts 
in  order  to  appease  die  IMF. 

Another  variant  of  IMF  poison  is  pollut- 
ing Venezuela.  This  oil -rich  state  has  been 
crushed  for  decades  by  heavy  corruption, 
smothering  regulation  and  moneylosing, 
state-owned  companies.  Two  years  ago  a 
Fascistic,  Peronist-populist  government 
imposed  extensive  price  and  currency  con- 
trols. Inflation  soared,  shortages  appeared 
and  the  economy  tanked.  Last  spring  the 
IMF  ballyhooed  an  agreement:  In  return 


days  are  ahead.  I 


Jordan  bread  riots:  Obtuse  IMF 
foments  discord,  not  growth. 


for  a  $  1 .4  billion  line  of  credit,  die  government  removed 
many  of  its  controls.  A  blow  for  free  enter- 
prise? Think  again.  The  IMF  said  the  bud- 
get deficit  had  to  be  reduced.  The  govern- 
ment responded  by  hiking  the  national 
sales  tax  from  12.5%  to  16.5%,  a  32% 
increase.  Worse,  it  enacted  draconian  mea- 
sures to  "improve"  tax  collections,  intrud- 
ing into  people's  lives  as  never  before. 

The  IMF  is  oblivious  to  the  four  basic 
principles  of  economic  progress:  sound 
money  (the  IMF  is  addicted  to  devalua- 
tions), low  taxes,  property  rights  and 
nonbureaucratic  interference  with  the 
setting  up  and  running  of  businesses. 


CONSUMER  DRIVEN 


Bob  Dole  has  proposed  automobile  insurance  reform  that 
should  have  drivers  rejoicing  and  trial  lawyers  apoplectic. 

Excessive  litigation  is  the  reason  auto  policies  are  so 
expensive  in  much  of  the  country.  Dole's  plan  is  wonder- 
fully simple:  Drivers  would  have  a  choice  between  two 
kinds  of  insurance.  One  would  be  the  costiy  type  we  have 
today.  The  other  would  cover  tangible  accident  losses  such 
as  medical  expenses  and  lost  wages  but  would  not  provide 
for  "pain  and  suffering,"  except  under  egregious  circum- 
stances, such  as  an  accident  caused  by  a  drug-using  driver. 

This  type  of  no-frills  policy  would  reduce  insurance 
premiums  for  the  average  driver  by  29%,  for  the  low- 
income  driver,  45%.  Nationwide,  drivers  could  save  more 


than  $80  billion  over  two  years.  This  change  would  obvi- 
ously cut  down  on  the  number  of  auto  owners  who  don't 
carry  insurance  because  of  the  high  cost  of  premiums. 

States  could  exempt  themselves  from  this  federal  reform, 
but  most  would  not,  given  the  benefit  to  consumers. 

Dole  has  also  put  forth  other  sensible  accident  litiga- 
tion reform  ideas  that  would  promote  early  settlement  of 
claims,  curb  the  abuse  of  contingency  fees  and  limit 
excessive  punitive  damages. 

Dole's  "auto  choice"  idea  will  help  make  him  the  voters' 
choice  next  month.  A  number  of  Democrats  are  frustrated 
that  they  can't  advocate  these  types  of  changes  because 
their  candidate  is  so  beholden  to  the  trial  lawyers'  lobbv. 


GROUND  THIS  REQUEST 

A  number  OF  foreign  airlines  are  asking  the  U.S.  There  ought  to  be  a  haven  in  the  heavens  from  these 
to  repeal  a  law  that  bans  in-flight  gambling.  U.S.  air-  temptations.  As  in-flight  smoking  is  banned  for  our  phys- 
lines  also  want  the  ical  health,  so,  too, 


ban  removed  so  that 

they,  too,  can  reap  a    Foreign  airlines  ask  VS.  to  lift  gambling  ban 

nice  chunk  of  change 
from  installing  elec- 
tronic gaming  de- 
vices that  can  debit  a  passenger's  credit  card. 

The  requests  should  not  be  cleared  for  takeoff.  We 
have  enough  gambling  opportunities  on  the  ground. 


should  gambling  not 
be  permitted  for  our 
fiscal  health.  Logi- 
cians would  say  such 
reasoning  would  lead 
to  a  prohibition  of  on-board  drinking.  The  fact  is  most 
people  will  recover  from  a  hangover  faster  than  they  will 
from  the  headaches  of  losing  money  on  games  of  chance. 


-USA  Today 


The  Battles  of  the  Somme — by 

(Weidenfeld  &  Nicolson,  £14.99).  Describes  with  words 
and  dramatic  photographs  the  devastating  two-year  series  of 
battles  die  British  fought  against  the  Germans  near  France's 
Somme  River  during  WWI.  Battle  lines  on  the 
Western  Front  hardly  changed  until  the  last 
months  of  the  war,  but  the  bloody  stalemate 
consumed  well  over  2  million  men  in  this  area 
alone.  Like  a  murderous  metronome,  the  pat- 
tern of  attack  and  counterattack  went  on  and 
on.  The  butcher}'  here  and  elsewhere  shook 
the  foundations  of  Western  civilization,  mak- 
ing possible  the  rise  of  Communism  and  its 
offshoots,  Fascism  and  Nazism.  The  inepti- 
tude of  die  British  commanders  stands  out 
beyond  the  bleak  backdrop  of  this  war. 


SLAUGHTERHOUSE 

Martin  Manx  Evans  Excerpt:  Throughout  the  ferocious  barrage  of  the  previous 
week  the  Germans  had  hidden  in  their  bunkers,  tormented  by 
the  incessant  concussions  [of]  artillery  fire.  But  they  survived. 
As  the  barrage  lifted,  machine-guns  were  hurriedly  hauled  out 


MARTIN  MASIX  EVANS 

THE 

BATTLES 

OF  THE 

SOMME 


of  safe-keeping  and  mounted,  and  through  the 
smoke  the  Germans  peered  out  on  an  astound- 
ing sight:  successive  waives  of  men  plodding 
steadily  forward,  as  if  on  parade.  A  German 
soldier  writing  after  the  war  recalled,  with  evi- 
dent incredulity:  x[The  British]  came  on  at  a 
steady,  easy  pace  as  if  expecting  to  find  nothing 
alive  in  our  front  trenches. "  When  the  Germans 
opened  fire  the  slaughter  was  immense.  The 
machine-guns  cut  down  the  lines  of  advancing 
soldiers  like  hay  before  a  scythe.  Within  minutes 
the  neat  rows  of  soldiers  had  disappeared.  WM 
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how  we  spent  our 

summer. 


Traveled  to 


Russia,  Indonesia,  Poland,  Egypt. 


Missed  Great  Sphinx  but  signed 


contracts  to  install  monumental 


communication  networks. 


Helped  build  network  for 


Summer  Olympic  Games 


(largest  ever). 


Also  world's  first 


videoconferencing  system  with 


ability  to  connect  24  sites. 


Plus  new  chip 


that  eliminates  echo  on 


international  and  wireless  calls. 


•  Lots  more  too. 


But  gotta  go. 


Fall  is  looking  to  be  a  scorcher. 


Lucent  Technologies 

"•»»»*  Innovations 

600  Mountain  Avenue 
Murray  Hill  NJ  07974-0636 
Attp:  //www.lucent.com 
I-888-4-Lucent 


We  make  the  things  that  make  communications  work™ 


Other  Comments 


Sourpusses 

The  Center  for  Science  in  die 
Public  Interest  [recently]  declared 
that  chocolate  croissants,  butter-laden 
pastries  and  other  toothsome  sweets 
contain  heart-clogging  amounts  of  fat. 
Spokesbeings  insinuated  that  vendors 
might  want  to  attach  warning  labels  to 
their  baguettes  and  assorted  delicacies. 
What  began  as  a  polite  lecture  on 
digestion  quickly  turned  into  a  covert 
bid  for  expanded  federal  power. 

The  Lifestyle  Police  want  to  turn  us 
into  veggie-munching,  meat-hating, 
teetotaling,  public-TV  watching,  pow- 
er-walking, euphemism-talking  zom- 
bies. How  amazing  that  our  Flower 
Children  have  become  to  etiquette 
what  Pol  Pot  was  to  his  Hmong  tribes- 
men— and  none  of  them  gets  the  joke. 
-Tony  Snow,  USA  Today 

Adding  Insult  to  Injury 

On  Aug.  1,  the  Venezuelan  tax  au- 
diority  increased  die  general  sales  tax  to 
16.5%  from  12.5%,  in  compliance  with 
the  IMF's  austerity  measures.  Eight 
out  often  Venezuelans  live  in  poverty. 

Under  new  regulations,  all  sales 
must  be  completed  with  an  invoice 
printed  by  a  government-approved 
printing  shop,  showing  government- 
mandated  information.  Retail  busi- 
nesses will  only  be  allowed  to  use 
receipts  printed  by  officially  sanc- 
tioned machines  with  tamper-proof 
memories  and  lead-sealed  innards. 

It  remains  to  be  seen  how  the  local 
hardware  store,  barber  shop  or  flower 
stand  will  be  able  to  afford  the  $1,250 
to  $2,100  [for]  these  sophisticated 
cash  registers.  The  requirement  will 
make  the  informal  economy — where 
already  half  of  all  Venezuelans  work 


widiout  paying  taxes — more  attractive. 
So  much  for  broadening  the  tax  base. 
-Carlos  A.  Ball, 
Wall  Street  Journal 

Good  manners  are  an  outward 
expression  of  one's  morality  and 
spirit  of  discipline.  Only  when 
all  members  of  an  organization 
observe  good  manners  will  a 
positive  order  take  root. 
-Kun-Hee  Lee,  chairman  of  the 

board,  the  Samsung  Group, 

Change  Bejjins  With  Me 

Grab  the  Wheel 

Pain-and-suffering  awards  [resulting 
from  auto  accidents]  pay  double  or  tri- 
ple actual  medical  bills.  Lawyers  are  the 
big  winners,  because  their  lees  are  typ- 
ically a  third  or  more  of  the  final  settle- 
ment. According  to  RAND,  a  research 
organization,  if  everyone  refused  the 
expensive  pain-and-suffering  rider, 
annual  savings  would  be  $14  billion  or 
more  for  the  nation.  It's  time  for  con- 
sumers to  get  in  the  driver's  seat. 
-Trevor  Armbrister,  Reader's  Digest 

Wake-Up  Call 

The  Center  for  Education  Reform 
[has]  released  the  results  of  a  nation- 
wide poll  showing  strong  public  sup- 
port for  school  choice  options. 

"When  80%  of  the  public  doesn't 
believe  America's  children  are  getting 
the  education  diey  need,  and  43% 
of  parents  believe  their  schools  could 
be  improved  a  great  deal,  you  have  to 
recognize  that  something  is  very,  very 
wrong,"  said  CER  president  Jeanne 
Allen.  "These  people  aren't  radicals  out 


to  destroy  public  education.  They're 
average  citizens  and  average  parents 
who  are  willing  to  take  the  steps  to 
ensure  that  America's  children  get  the 
education  they  need  and  deserve." 
-Center  for  Education  Reform 

Lasting  Beauty 

Shortly  before  my  60th  birthday  I 
returned  to  Mark  Twain's  Life  on  the 
Mississippi  for  the  first  time  since  high 
school  in  my  little  town  in  Mississippi. 
It  rings  even  more  striking  and  true 
for  me  now,  not  least,  I  think,  because 
I  too  became  a  writer,  and  I  learned 
immeasurably  from  him.  If  good  lit- 
erature embraces  the  dreams  of 
young  readers  over  the  many  years, 
then  Mark  Twain  reappears  to  me 
dreamlike  as  I  age;  he  was  magic  to 
me  as  a  fledgling  writer,  and  still  is. 
-Willie  Morris,  American  Heritage 

Take  the  Long  Way  Home 

Today  countless  people  speed  along 
the  autoroutes  from  Calais  to  Reims 
and  from  Lille  to  Paris.  If  they  can 
spare  a  second  or  two  to  glance  at  the 
countryside  they  may  catch  a  glimpse 
of  a  cemetery  or  see  some  unidentified 
monument  silhouetted  against  the  sky. 
They  give  no  thought  to  the  thou- 
sands who  suffered  and  died  here.  For 
those  who  take  the  slower  country 
roads  the  evidence  of  sacrifice  is  more 
easily  discovered,  and  those  who 
choose  to  walk  in  the  footsteps  of  the 
brave  will  find  memories  more  reso- 
nant than  words  can  describe. 
-Martin  Marix  Evans, 
The  Battles  of  the  Somme 

Phonetics 

Years  ago,  when  driving,  you  wasted 
your  time  on  such  nonproductive 
activities  as  listening  to  the  radio,  steer- 
ing, etc.  But  now,  using  your  cellular 
phone, .you  can  engage  in  productive 
conversations  ("Hello  Ted?  Can  you 
hear  me?  Hello?  Ted?  Can  you  .  .  . 
HeUo?  Ted?  Can  .  .  .  HeUo?").  As  a 
safety  bonus,  you  can  also  use  your  cel- 
lular phone  to  call  for  an  ambulance 
after  you  rear-end  somebody  ("HeUo? 
911?  Can  you  hear  .  .  .  HeUo?). 
-Dave  Barry,  Daily  News  mm 
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A  Schwab  Primer 


Why  International 
Investing  Shouldn't  Be 
Foreign  To  You 


Over  the  past  10  years,  any  number 
of  international  stock  markets  have 
significantly  outperformed  those  of  the 
U.S.  And  as  if  this  alone  didn't  argue 
in  favor  of  considering  international 
investing,  note  these  two  other  facts: 

First,  portfolios  with  a  mix  of 
domestic  and  international  investments 
have  historically  outperformed  those 
invested  in  U.S.  securities  alone. 

Second,  the  diversification  of  those 

portfolios  seems  to  make  them  less 

prone  to  risk  —  despi-    thi  fact  thai 

international  investing  involves  such  f, 

8 

risks  as  currency  fluctuations,  politi- 
cal instability  and  foreign  regulations. 

Schwab:  your  ticket 
to  global  investing. 

There  are  a  number  of  ways  to  invest 
internationally,  and  most  of  them  are 
available  to  you  as  a  Schwab  customer. 

For  example,  we  offer  over  170  inter- 
national and  global  mutual  funds  — 
many  through  our  Mutual  Fund 
OneSource®  service.  It's  free  of  loads 
and  transaction  fees. 


specialize  in  international  markets. 
They'll  pro- 


To  Charles  R.  Schwab, 
nothing  beats  the  advantages  of  a 
diversified  financial  portfolio. 


pany  news, 
research  and 
market  quotes 
on  foreign 

stocks  and  execute  your  international 
trades  smoothly  and  accurately. 

So  if  you  think  you  might  be 
iMBBj^/     ready  to  begin  investing  interna- 


The  world  is  rich  with 
investment  opportunities.  It  helps 
to  have  an  experienced  guide. 

If  you  want  to  buy  and  sell  foreign 
equities  and  American  Depositary 
Receipts  (ADRs),  you'll  have  access 
to  our  Global  Investing  Service  —  a 
dedicated    team    of    brokers  who 


Call  now  to  receive  a 
free  sourcebook  about  the 
potential  advantages  of  global  investing. 

1-800-653-0242 


CharlesSchwab 


A  free  prospectus  containing  more  complete  information,  including  management  fees  and  other  expenses,  is  available  through  Schwab.  Please  review  the  prospectus 
carefully  before  investing.  Past  prrformantt  is  no  guarantee  of  future  results  Returns  vitll  vary  and  shares  may  he  worth  mori  or  less  than  original  cost  when  sold. 

Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bought  with  no 
transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future,  should  short-term  trading  become  excessive, 
as  well  as  the  right  to  change  the  funds  we  make  available  from  Schwab.  ©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (10/96) 


From  the  23rd  century. 


Slcllitf 


I II  'Si 


'snow 


EPSON 


Ry  Photo  Quality 


Color  and  detail  so  accurate  your 
output's  always  picture  perfect. 


The  future  is  looking  bright.  Brilliant,  actually, 
with  the  EPSON  Stylus,.  Color  500  ink  jet  printer. 
Imagine.  720  x  720  dpi  for  true  Photo  Quality 

.   

color.  Laser-quality  black  text.  Dazzling  color 

printing  at  fast  print  speeds  on  virtually  any  media.  And  simple  start-up  with 


our  Easy  Setup  software.  With  our  free  award-winning 


(loaded  with 


full-version  Adobe  and  Sierra  software),  you  can  create  striking  presentations 
and  reports  for  work.  Or  birthday  cards  and  banners  for  fun.  All  with  a  two-year 


CALL  1  800  GO  EPSON 


ASK  FOR  OPERATOR  3100 


warranty  for  just  $289  (not  bad,  since  the  Color  Pak's  worth 


Laser 
Quality  'up. 


Black  text  that 
won't  break  up- 
even  when  it's 
blown  up.  See? 


up  to  $299  alone).  Visit  us  at  http://www.epson.com  for  even  more  reasons  why  the 


EPSON  Stylus,  Color  500  is  truly  ahead  of  the  competition.  And  ahead  of  its  time. 


YOU'VE  GOT  TO  SEE  IT  IN    B3^»]?l  COLOR: 


01996  Bank  America  Corporation 


InnowiMFinancing  For  A 
Commercial  Rial  Estate  Company 


(Once  Again,  We  Broke  New  Ground) 


Our  client  had  the  benefit  of  a 
team  of  specialists  in  commercial 
real  estate  and  risk  management. 


In  order  to  purchase  an  office  building,  a  nationwide  real  estate  company  needed  to  min- 
imize borrowing  costs.  Our  knowledge  of  risk  management  enabled  us  to  structure  a  deal 
that  not  only  lowered  the  immediate  borrowing  costs,  but  hedged  some  of  our  client's 
interest-rate  risk.  Again  proving  our  ability  to     ■  m^m 

Ixl 


unearth  creative  solutions  to  difficult  problems. 


Bank  of  America 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


PRESIDENTIAL  DEBATES— OR  ANCHOR  DEBATES? 


As  WE  near  THE  presidential  debates,  Bob  Dole  has  a  historic 
opportunity:  He  can  insist  on  a  real  presidential  debate  instead 
of  the  glorified  Sunday  talk  shows  we  have  been  subjected  to 
during  the  last  few  national  campaigns. 

A  real  debate  should  feature  the  two  > 
major  candidates— and  only  those  two  candi-  | 
dates — debating  each  other.  In  the  past  we 
have  had  a  variety  of  television  and  radio 
"anchors"  dominating  the  screen  with  their 
clever  questions  and  with  their  various  bias- 
es and  personalities  on  full  exhibit.  In  one 
recent  election  there  was  as  much  pre- 
debate  debate  about  who  among  the  media 
should  "anchor  the  show"  as  there  was 
about  the  sites  for  the  debates. 

We  do  not  need  an  anchor  or  some  non- 
candidate   media  star  to  control  these 
debates.  What  we  do  need  is  an  opportunity 
for  each  candidate  to  present  his  views,  his 
programs,  his  qualifications,  without  being 
forced  through  the  filter  of  some  "moderator's"  views 
or  questions.  We  need  only  the  two  candidates  and  a 
timekeeper.  Each  candidate  should  have,  say,  a  20-to- 
30-minute  opening,  a  10-to-15-minute  rebuttal  and  a 

HYPING  THE  CHEMICAL 

Speaking  of  hype,  the  nation  was  treated  to  a  near  new 
record  last  month.  In  urging  Senate  ratification  of  the 
Chemical  Weapons  Convention  (CWC) — a  treaty  banning 
the  development,  production,  acquisition,  stockpiling,  re- 
tention and  direct  or  indirect  transfer  of  chemical  weap- 
ons— Mr.  Clinton  said  that  the  treaty  would  destroy  "at  least 
40,000  tons  of  poison  gas  in  Russia  alone."  That  would  be 
nice,  of  course,  but  die  treaty  will  not  accomplish  this. 

What  Mr.  Clinton  did  not  bother  to  mention  is  that 
Russia's  Prime  Minister  Chernomyrdin  has  said  the  1990 
U.S. -Russian  Bilateral  Destruction  Agreement,  supposed- 
ly the  foundation  and  cornerstone  of  the  CWC,  has  out- 
lived its  usefulness  to  Russia.  He  also  made  it  clear  that  if 
Russia  should  ratify  the  treaty  we,  the  U.S.,  would  have  to 
pay  the  costs  of  Russia's  dismanding  its  arsenal.  And  how 
much  would  that  be?  Oh,  some  $3.3  billion  or  more.  That 
was  not  a  condition  set  when  Russia  signed  the  agreement. 

If  our  Senate  had  ratified  the  CWC,  our  military  would 


1858  s  better  way:  The  Lin- 
coln-Douglas debates,  a  real 
forum  for  the  day's  issues. 


5 -minute  close.  The  media  will  have  ample  time  later  to 
analyze  and  think  for  the  voters.  But  for  once,  let  us 
hear  from  the  candidates — and  only  the  candidates. 

Choosing  the  President  of  the  United 
— — —  States  on  the  basis  of  how  he  responds  to 
some  reporter's  questions  is  both  silly  and 
dangerous.  We  want  and  need  to  hear  and 
see  what  each  candidate  thinks  and  promises. 
This  was  good  enough  for  Abraham  Lincoln 
and  Stephen  Douglas  and  far  better  for  the 
people  of  Illinois  who  were  able  to  make  up 
their  own  minds  after  having  the  privilege  of 
seeing  real  candidates  argue  with  each  other. 

The  portents,  however,  are  not  good.  Self- 
appointed  commissions  and  panels  of  experts 
are  deciding  just  how  to  filter  the  candidates 
through  to  us.  The  commission,  though, 
correcdy  decided  not  to  muddy  the  waters  by 
letting  fringe  candidates  debate,  since  they 
have  virtually  no  chance  of  being  elected. 
If  the  representatives  of  Messrs.  Dole  and  Clinton 
agree  on  a  timekeeper  and  a  place  for  the  microphones, 
we  stand  to  be  in  a  much  more  informed  position  to  vote 
come  November. 

WEAPONS  CONVENTION 

have  had  a  problem  continuing  to  use  riot  control  agents 
such  as  tear  gas.  President  Clinton  had  said  he  would  rescind 
two  of  the  four  conditions  allowing  for  use  of  these  agents 
under  Executive  Order  11850 — rescue  of  downed  airmen 
and  the  mingling  of  combatants  and  noncombatants,  i.e.,  a 
human  shield  situation.  Once  again,  our  military's  require- 
ments would  have  been  overridden.  Fortunately,  the  Ad- 
ministration, realizing  it  could  not  get  enough  votes,  did  not 
fight  die  Senate's  decision  to  withdraw  the  CWC.  The 
White  House  will  try  again  next  year  with  the  new  Senate. 

Meanwhile,  all  should  realize  that  some  of  the  worst  of- 
fenders, such  as  North  Korea,  Libya,  Syria  and  Iraq,  are  not 
party  to  this  treaty;  therefore,  Mr.  Clinton's  boast  that  the 
treaty  can  help  "banish  poison  gas  from  the  Earth"  is  as 
hollow  as  his  other  boasts. 

Finally,  this  treaty  is  simply  not  verifiable  or  enforce- 
able— any  more  than  is  Iraq's  promise  to  let  U.N.  inspec- 
tors inspect  all  of  its  weapons  operations  and  stockpiles.  H 
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There  seems  to  be  a  whole  new  vocabulary  For  what  was  once  simply  called,  "work." 


instance,  Hotelling  is  a  concept  for  companies  with  more  people  than  space.  Instead  oF  gettin 


a  permanent  oFFice,  you  reserve  a  work  space  For  a  limited  number  cF  days  (continental  breai 


Fast  not  included).  OF  course,  don't  conFuse  Hotelling  with  Motelling,  where  you  reserve 


oFFice  For  just  a  Few  hours. 


Then  there's  Universal  OFficing,  so  called  because  everyo 


- 


regardless  of  status,  has  identical  space.  Which  is  nothing  like  Fractal  OFFicing,  Hot  Deskirt 


or  Group  Addressing.      Our  point  i 


1 


this:  Office  design  no  longer  define 


a  mere  place,  but  facilitates  a  way  c 


working  as  well.  And  if  you're  in  thi 


See  our  Crossings"  Furniture 
online  at  www.haworth-furn.co 


Job  Sharing  1 


 fiextiming  multitasking 

TEAMING 

hotelling 


TELECOMPUTING  1  £ 


surfing 


FACILITATING 


«1 


rightsizing 


st  oF  changing  one  or  the  other,  give  us  a  call.  At  Haworth,  our  designers  don't  just 


iy  trends  in  Furniture,  they  study  trends  in  people.  How  you  work.  And  how  you  say  you 


it  to  work. 


It's  what  led  us  to  develop  Crossings™  ofFice  Furniture.  A  complete  line 


vork  surfaces  on  wheels.  So  as  people's  work  styles— or  locations— change,  so  can  their 
liture.  It  also  happens  to  be  perfect  For  something  called,  Teaming.  For  a  Free  "Crossings 
laboration  Kit"  call  us  at  1-800-344-2600.  Or  browse  our  web  site  (A.K.A.,  surFing)  For 
er  Haworth  ideas.  You'll  Find  just  the  ing  you're  looking  For. 


HAWORTH  Fu  rniture  For  what's  next™. 


For  the  right  business  moves, 
we  turn  to  the  NFL's 
leading  carrier." 

—  Man?  Levy,  Head  Coach,  Buffalo  Bills 


Sprint  is  now  the  official 
telecommunications  provider 
to  the  National  Football  League. 

The  name  of  the  game  at  the  NFL  is  performance. 
That's  why  they  tapped  Sprint  to  be  their  official 
telecommunications  provider.  Sprint  brings  a  bold 
new  pi. i\  hook  to  .1  business  that  s  as  fasl  charging 
off  the  field  as  it  is  on. 

Now  the  NFL  can  use  Sprint  technology  to  access 
W  the  Internet  and  use  inbound  toll-free  to  expand  their 
J     business  game  plan.  Plus,  they  can  call  on  Sprint  reliability 

and  teamwork  to  score  year-round.  Find  out  how  Sprint 
can  be  a  valuable  player  for  your  business. 


Call  Sprint  Business 

1800816REAL 

www.sprint.com 


Sprint 


OFFICIAL 

TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


We  help  business  do  more  business' 


EDITED  BY  NINA  MUNK  /  "TO  SEE  A  WORLD  IN  A  GRAIN  OF  SAND 


Keeping  Mickey  Mouse  out 


BY  SETH  LUBOVE 


From  Bugs 
Bunny  milk 
bottles  to 
Barney  socks, 
you  can't 
raise  a  kid 
without 
paying  cash 
tribute  to 
some 
licenser. 


Raising  a  child  is  tough.  Not 
because  of  the  violence,  the  drugs — 
my  wife  and  I  are  reasonably  sure  we 
can  keep  those  vices  out  of  our 
home — but  because  of  Mickey  Mouse, 
Big  Bird,  Pork)'  Pig  and  Barney. 

When  my  son  Jesse  was  born  20 
months  ago,  the  hospital  sent  us 
home  with  a  gift  basket  that  included 
a  small,  stuffed  purple  Barney.  Talk 
about  cradle-to-grave  marketing. 
Here's  Jesse,  fresh  out  of  the  womb, 
and  they've  already  started  brain- 
washing him.  They  want  him  to 
demand  Barney  videotapes,  Barney 
clothes,  Barney  toothbrushes  and  so 
on.  Hey,  who's  forming  this  little 
chap's  character?  His  folks?  Or  the 
media  mavens? 

I've  tried  to  stem  the  flood  of 
licensed  creatures  from  entering  my 
house,  but  forget  it!  Close  the  door, 
they  come  in  through  the  TV  screen. 
Take  my  word,  these  things  are  hyp- 
notic: The  moment  a  child  spots 
them,  you've  lost  the  battle.  Jesse 
drinks  from  a  Bugs  Bunny  bottle. 
Boo-boos  are  covered  with  Mickey  & 
Co.  bandages.  You  can't  raise  a  kid 
without  paying  cash  tribute  to  some  licenser. 

Friends  and  relatives  are  well-meaning,  but 
they're  co-conspirators.  One  sent  a  Buzz 
Lightyear  puppet  from  Disney's  animated  Toy 
Story.  Another  gave  Jesse  a  denim  Warner  Bros, 
jacket,  covered  with  Looney  Tunes  characters. 
What  ever  happened  to  characters  based  on  real 
people?  Don't  tell  me.  I  already  know.  There's 


Center  court  coiffure 


BY  CARLEEN  HAWN 


Being  a  sportsman  these  days  means  looking 
your  best — who  wants  to  miss  out  on  a  lucra- 
tive contract  with  Nike,  Gatorade  or  Canon? 
That  explains  why  hair  stylists  are 
now  on-site  at  such  Grand  Slam 
events  as  Wimbledon  and  the 
French  Open.  At  last  month's 
U.S.  Open  in  Flushing,  N.Y., 
French  beauty  salon  Jacques 
Dessange  set  up  a  station  just 
outside  the  locker  rooms, 
where  Paris-born  coiffeuse 
Axelle  and  her  team  of  three 
were  on  call  to  shave,  trim 
and  primp. 

Spain's  tennis  wonder 
Arantxa  Sanchez  Vicario 
was  treated  to  a  leg, 
underarm  and  upper-lip 
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no  money  in  licensing  Abe  Lincoln  or  George 
Washington.  Leave  home  and  it  gets  worse. 
The  Disney  Store  on  the  ground  floor  of  our 
local  mall  beckons  with  giant  television  screens 
promoting  Disney  stuff.  At  McDonald's  a  kids- 
level  glass  counter  displays  Ronald  McDonald 
dolls  and  more  Disney  garbage. 

Makes  a  proud  pop  feel  awfully  helpless. 


waxing  and  a  series  of  conditioning  hair  treat- 
ments before  she  hit  center  court.  ("She  has 
terrible  split  ends,"  confessed  one  of  the 
Jacques  Dessange  stylists.)  Mary  Joe  Fernan- 
dez had  her  long  hair  nicely  braided. 

Sweden's    Stefan  Edberg 
asked  for  his  hair  to  be 
cropped  short,  rather  like 
George  Clooney's  look  on 
the  TV  drama  ER.  Austrian- 
born  Thomas  Muster  got  a 
prematch  cut  from  Axelle, 
claiming  it  would  bring  him 
uck.  It  didn't.  (He  lost  to 
Andre  Agassi  in  their  quarter- 
final meeting.) 
The  beauty  salon  normally 
charges  $100  to  $250  for  hair- 
cuts, but  everyone  can  use  a  bit 
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of  free  publicity  these  days,  so  a  cut  is  gratis 
if  you're  a  star.  Toward  the  end  of  the  tour- 
nament Jacques  Dessange  even  opened  its 
doors  to  employees  of  the  United  States 

News  flash:  GAO  says  kids  waste  food! 


BY  PETER  SPIEGEL 


The  number 
of  silly  GAO 
reports  seems 
to  grow,  sat- 
isfying the 
idle  curiosity 
of  our 
congress- 
people. 


The  General  Accounting  Office  does 
some  fine  work  uncovering  government  waste 
and  abuse.  But  the  GAO  could  do  with  some 
waste  reduction  itself.  Consider  one  44-page 
GAO  document  that  came  in  a  few  weeks  ago: 
"School  Lunch  Program:  Cafeteria  Managers1 
Views  on  Food  Wasted  by  Students."  I 
learned  that  in  our  nation's  school  cafeterias 
42%  of  cooked  vegetables  end  up  in  the  trash. 
I  now  know  that  urban  students  waste  more 
than  rural  scholars. 

Other  GAO  reports  of  late  include  "Scenic 
Byways:  States'  Use  of  Geometric  Design 
Standards"  and  "Highway  Signs:  Conversion 
to  Metric  Units  Could  Be  Costly."  Then 
there's  the  search  for  extraterrestrial  life: 
"Government  Records:  Results  of  a  Search 
for  Records  Concerning  the  1947  Crash  Near 


Tennis  Association  and  members  of  the  press. 
I  stopped  in  for  a  light  snip  of  the  locks. 

In  that  sense  I  guess  you  could  call  this 
little  item  payola. 


Roswell,  N.M." 

Don't  just  blame  the  GAO — nearly  80%  of 
the  reports  it  prepares  are  done  at  the  request 
of  a  congressional  committee  or  a  member  of 
Congress.  Representative  Steven  Schiff 
(R-N.M.)  asked  for  the  stuff  on  UFOs.  Rep- 
resentative William  Goodling  (R-Pa.) 
demanded  to  know  how  much  milk  was 
being  thrown  away  by  schoolchildren.  "He 
wanted  to  know  how  we  can  get  kids  to  eat 
more  nutritious  meals,"  explains  a  Goodling 
spokesman.  What  did  he  do  with  this  infor- 
mation? Nothing,  so  far. 

But  the  idle  curiosity  of  congresspeople 
seems  to  know  no  bounds.  The  number  of 
congressional  reports  and  related  documents 
put  out  by  the  GAO  reached  1,322  last  vear, 
up  6%  from  1994.  ■■ 
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"We  can  expect  GDP  growth 
to  diminish  to  1%  by  the  end 
of  this  year,"  growls  Edward 
Hyman,  head  of  economic 
investment  firm  ISI  Group. 
Why  so  bearish?  Hyman  is 
watching  consumer  debt, 
which  grew  at  an  8%  season- 
ally adjusted  annual  rate  in 
July.  "That's  less  than  the 
12.2%  rate  of  last  July," 
Hyman  concedes,  "but  con- 
sumers can't  continue  at 
that  pace."  Another  yellow 
light:  Personal  bankruptcies 
for  the  first  half  of  1996  are 
up  28%  over  1995. 


(1967=100)  Current  280.9*1'       Previous  279.0t        Percent  change 

Close-up  on  the  Forbes  Index 
283  ■■■■■■■■■■■■ 
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*Preliminary  tRevised 


245 
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165 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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There's  a  stretch  along  the  Lower  Roanoke  River  in  North  Carolina 

21,068  magnificent  acres, 


at's  been  called  one  of  Americas  last  great  places.  It's  where  I  grew  up,  an  J  now  I  bring  my 


400  plant  varieties, 

kids  here  to  teach  them  what  nature's  all  about.  My  company,  Georgia-Pacific,  owns  this  land 

214  species  of  birds 

and  we  did  something  no  forest  products  company  has  ever  done  before.We  formed a  partnership 

and  one  partnership  making  sure 

with  The  Nature  Conservancy  to  co-manage  and  protect  this  place.  We  all  want  a  better  world 

it  all  stays  that  way. 

for  our  kids.  It  just  feels  good  to  be  working  for  a  company  that's  doing  something  about  it. 

Ma  sonUlky.Forester  \ 

Georgia-Ffecific  A. 

The  Forest  Products  Company 


While  Ross  Perot  bashes  Nafta,  free  trade  brings  jobs 
to  his  home  state  and  puts  money  in  his  son's  pocket. 

What  state 


do  you  live  in,  Ross.5 


By  Christopher  Palmeri 

Texas  Governor  George  W.  Bush 
knows  how  to  work  a  Mexican 
crowd.  At  a  recent  meeting  in  Hous- 
ton of  U.S.  and  Mexican  business 
leaders,  Bush  peppered  his  speech 
with  high  school  Spanish  and  gave 
friends  an  abrazo,  the  traditional 
Mexican  hug.  Then  he  attacked  Bill 
Clinton  for  not  following  through  on 
the  Nafta  provision  that  would  have 
allowed  U.S.  and  Mexican  trucks  to 
operate  freely  on  both  sides  of  the 
border. 

The  consistency  of  Bush's  support 
for  Nafta  stands  in  sharp  relief  against 
the  mixed  messages  from  Washing- 
ton. Clinton,  harkening  to  the  polls, 
has  backed  away  from  extending 
Nafta  to  Chile.  He  has  also  caved  in 
to  demands  from  U.S.  tomato  farm- 
ers and  truckers  for  protection  that 
violates  the  spirit  of  Nafta. 

Nor  arc  many  Republicans  cover- 
ing themselves  in  glory.  On  Capitol 
Hill,  109  representatives,  many  of 
them  Republicans,  have  cosponsored 
a  bill  that  would  allow  Congress  to 
rewrite  or  repeal  Nafta  based  on  a 
performance  evaluation. 

The  anti -Nafta  rhetoric  will  turn 
nastier  as  Ross  ("that  giant  sucking 
sound")  Perot  cranks  up  his  third- 
party  presidential  campaign. 

Does  Governor  Bush  know  some- 
thing these  other  pols  don't  know?  It 
looks  that  way.  He  understands  that 
free  trade  has  been  a  tremendous 
boost  to  Texas  overall — and  to  other 
parts  of  the  U.S.  economy  as  well.  In 
the  last  eight  years  exports  from 
Texas  to  Mexico  have  shot  from  $6 
billion  to  $22  billion. 

Exports,  in  general,  are  transform- 
ing the  Texas  economy,  jumping 
during  the  last  eight  years  to  $68  bil- 
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lion.  No  longer  does  the  state  live  or 
die  on  oil.  Merchandise  exports  now 
represent  14%  of  Texas'  gross  state 
product,  a  greater  percentage  than 
well-known  manufacturing  states  like 
California,  Illinois  and  Michigan. 
With  the  exports  come  jobs.  Texas 
has  created  1.2  million  more  new 
jobs  than  it  has  lost  over  the  last  five 
years,  more  than  any  other  state. 
There  are  now  more  people  at  work 
in  Texas  than  in  New  York  State, 
where  employment  is  now  330,000 
less  than  it  was  in  1990.  According  to 
a  study  by  the  Texas  Department  of 


Commerce,  the  industries  that  were 
the  biggest  job  creators  also  tended 
to  be  big  exporters. 

In  defending  Nafta,  therefore, 
Bush  isn't  just  demagoguing  for  his 
Spanish-speaking  constituents.  He's 
talking  good  economic  sense. 

The  export  boom  isn't  creating 
minimum  wage  jobs.  With  more 
than  20%  of  the  nation's  manufactur- 
ing capacity  in  semiconductors  and 
personal  computers,  Texas  now 
makes  more  chips  and  PCs  than  Cali- 
fornia does.  In  the  last  decade 
Compaq    Computer    Corp.  has 


Ross  Perot  Sr.  (left),  Ross  Perot 
Jr.  (top)  and  George  W.  Bush 
Three  prominent  Texans 
benefiting  from  free  trade. 


I  opened  manufacturing  facil- 
^  ities  in  four  foreign  coun- 
■  5  tries,  yet  Compaq's  employ- 
|  ment  at  home  in  Texas  is  at 
a  record  high,  and  surging. 

In  Dallas,  a  company 
called  Dallas  Semiconductor 
Coip.  has  enjoyed  great  suc- 
cess with  a  chip  that  serves 
as  the  clock  in  personal 
computers.  This  is  truly 
global  trade.  Dallas  Semi- 
conductor imports  batteries 
from  Korea  and  attaches 
them  to  a  wafer  manufac- 
tured in  Dallas.  The  compa- 
ny then  sends  these  parts  to 
Malaysia  for  final  assembly 
and  packaging. 

Often  the  chips  flow  right  back 
to  the  U.S.  for  delivery  to  U.S.  cus- 
tomers, including  Compaq,  Dell 
Computer  Corp.  and  other  Texas 
computer  companies.  Out  the  chips 
often  go  again,  this  time  cased  in 
pes  bound  for  Mexico  and  other 


foreign  countries. 

True  to  its  name,  Texas  Instru- 
ments Inc.  has  been  consolidating 
design  and  research  in  Texas.  Next 
year  the  company  hopes  to  open  a 
wafer  fabrication  plant  and  a 
research  and  development  facility  in 
Dallas  that  will  cost  a  combined  $1.9 
billion. 

Two  rising  stars  in  Austin,  notes 
local  economist  Angelos  Angelou,  are 
National  Instruments,  which  makes 
industrial  hardware  and  software,  and 
Power  Computing  Corp.,  which 
makes  Apple  computer  clones.  The 
pair  get  40%  and  30%  of  their  sales 
from  overseas,  respectively. 

The  current  Texas  prosperity  has 
risen  from  the  ruins  of  the  old  petro- 
leum-based Texas.  When  trade  barri- 
ers began  dropping  a  decade  ago, 
Texas  was  ready  with  a  skilled  labor 
force  displaced  by  the  downturn  in 
the  oil  industry.  Mitsubishi  Heavy 
Industries  decided  to  locate  a  forklift 
plant  in  Houston  in  part  due  to  the 
number  of  unemployed  welders.  This 
year  the  operation  will  export  a 
record  number  of  machines. 

When  the  price  of  crude  oil  col- 
lapsed in  1986,  many  members  of  the 
old  Texas  oil  aristocracy  came  on 
hard  times.  But  the  cost  of  making 
petrochemicals  got  cheaper.  Many  of 
the  major  oil  companies  made  large 
investments  in  new  chemical  plants 
and  technology.  Today  petrochemi- 
cals compete  with  electronic  compo- 
nents for  the  designation  of  Texas' 
top  export — $14  billion  for  each 
industry  last  year. 

"The  majors  used  to  treat  chemi- 
cals as  a  stepchild,"  says  Vijay  Gora- 
dia,  whose  Houston-based  Vinmar 
International  exported  $460  million 
worth  of  ethylenes  and  polypropyl- 
enes  last  year.  "But  then  the  U.S. 
producers  realized  that  we  could  do 
as  good  a  job  exporting  as  the  Japa- 
nese or  anyone  else."  Goradia  is  sym- 
bolic of  the  new,  international  Texas. 
He  emigrated  from  India  in  1978 
with  little  more  than  a  few  job  leads. 

Guess  who  else  is  cashing  in?  Ross 
Perot  Jr.  is  selling  record  amounts  of 
manufacturing  and  warehousing 
space  at  his  huge  Alliance  develop- 
ment north  of  Fort  Worth.  Among 
the  many  high-profile  tenants:  Fin- 
land's cellular  telephone  giant  Nokia, 
which   is   planning   a  lower-tech 
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Its  market  share  and  profit  margins 

narrow,  but  the  management  of 

cereal  maker  Kellogg  remains  unperturbed. 

Denial  in 
Battle  Creek 

By  Gretchen  Morgenson 


maquiladora  assembly  plant  in 
Rcynosa,  Mexico  on  the  Texas 
border.  Nokia  is  using  its  Alliance 
facility  as  a  base  to  distribute  its  wire- 
less products  throughout  North  and 
South  America. 

And  so  it  goes.  Ross  Perot's  old 
company,  Piano-based  EDS  Corp.  gets 
more  than  30%  of  its  sales  from 
abroad,  managing,  among  other 
things,  the  back-office  operations  of 
Britain's  Inland  Revenue  and  the 
issuing  of  drivers'  licenses  in  South 
Australia. 

Booms  bring  disruptions,  and  this 
one  is  no  exception.  Truck  crossings 
at  the  Texas/Mexico  border 
approach  2  million  per  year — up  from 
1.2  million  in  1990 — and  are  pro- 
jected to  increase  dramatically  by 
2000.  The  main  bridge  in  Laredo 
gets  more  than  3,000  trucks  per  day, 
five  times  its  rated  capacity. 

Texas  Attorney  General  Dan 
Morales  reports  that  fighting  border- 
area  criminals,  from  drug  runners  to 
sleazy  developers  of  shantytowns,  is 
taking  up  a  growing  part  of  his 
budget.  Last  summer  his  office  closed 
down  74  wire  transfer  operations  that 
had  been  laundering  drug  money. 

And,  yes,  some  jobs  do  get  sucked 
south  as  trade  barriers  fall.  Texas 
ranks  second,  after  New  York,  in  the 
number  of  jobs  lost  as  a  direct  conse- 
quence of  Nafta,  according  to  the 
U.S.  Labor  Department's  Employ- 
ment and  Training  Administration. 
For  Texas,  the  loss  over  the  past  three 
years  comes  to  8,000  jobs,  many  of 
them  low-skilled,  poorly  paid  posi- 
tions in  garment  and  assembly  plants. 

Typical  of  the  losers  is  Foundation 
Steel  &  Wire.  This  25-year-old  com- 
pany makes  wire  mesh  for  the  con- 
struction industry,  a  process  that 
relies  more  on  human  muscle  power 
than  brainpower.  There's  plenty  of 
muscle  in  Mexico.  In  the  last  year 
cheaper  Mexican  imports  have  forced 
Foundation  founder  Douglas  Stewart 
to  let  go  12  of  his  48  employees,  who 
typically  earn  $9  an  hour  plus  bene- 
fits. "I  can't  compete,"  says  Stewart. 
"It's  the  cheap  labor  and  the 
freight — that's  the  killer." 

Focusing  on  tales  like  this,  Ross 
Perot  is  calling  for  setting  back  the 
clock  on  free  trade.  Governor  Bush  is 
not  the  only  one  of  his  fellow  Texans 
who  will  tell  him  he's  all  wet.  Hi 


Blip  on  the  screen.  That's  how 
Arnold  Langbo,  the  59-year-old  chair- 
man of  Kellogg  Co.,  describes  the 
upheaval  in  America's  breakfast  nooks. 
Kellogg's  market  share  in  breakfast 
cereals  fell  from  41%  in  1988  to  33% 
this  summer.  Operating  margins 
dropped  from  18%  in  1995  to  10.2% 
in  the  second  quarter  of  this  year.  Kel- 
logg's worldwide  cereal  volume,  up  3% 
in  1995,  has  been  flat  this  year. 

The  problem?  Increased  competi- 
tion from  both  branded  manufactur- 


ers and  private-label  cereals.  By  deliv- 
ering price  cuts  to  consumers  this 
spring,  Kellogg's  brand-name  com- 
petitors stole  some  of  its  market  share. 
Kellogg  was  the  second  of  the  big 
three  players  to  cut  cereal  prices  earli- 
er this  year — Philip  Morris'  Post  went 
first,  and  General  Mills  followed. 

Millions  of  consumers  have  decided 
that  private-brand  cereals  taste  as  good 
and  cost  less.  Retailers  love  the  in- 
house  merchandise,  too,  because  it 
generates  greater  profits  than  Kel- 
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logg's  and  other  branded  goods  do. 
Some  of  the  money  that  the  private 
brands  don't  spend  on  advertising 
goes  into  consumers'  pockets — the 
rest  goes  into  retailers'  pockets. 

Langbo's  response  is:  "We  are  not 
going  to  compromise  Kellogg's  lead- 
ership position."  But  he  already  has. 

Kellogg  was  slow  to  react  to  the  pri- 
vate-label onslaught.  "I  can  never 
remember  a  situation  where  Kellogg 
reacted  this  slowly,"  says  Jules  Rose, 
president  of  Marketing  Strategies,  a 
consulting  firm  in  Great  Neck,  N.Y. 

In  June  Langbo  announced  price 
cuts  of  19%  on  two-thirds  of  Kellogg's 
brands  sold  in  the  U.S.  On  the 
strength  of  the  cuts,  he  predicted  that 
Kellogg's  volume  would  rebound  in 
the  second  half  of  the  year.  It  hasn't 
happened.  Shipments  declined  in  July 
and  August.  But  even  if  the  lower 
prices  do  stimulate  sales,  it  is  highly 
doubtful  they  can  stimulate  them 
enough  to  restore  profits. 

Kellogg  says  price  cuts  will  be  com- 
pletely offset  by  cost  reductions  in  staff 
and  manufacturing  this  year.  "We 
decided  to  attack  vigorously  the  cost 
side,"  says  Langbo.  A  fair  question: 
Why  did  he  wait  so  long? 

At  the  same  time,  price-cut- 
ting  has  a  way  of  feeding 
on  itself.  The  number 
Y\    two  and  three  players, 
General  Mills  and  Post, 
jfj    now  know  that  all  they 
have  to  do  to  increase 
market  share  is  reduce 
prices.  Cereal  wars  could 
go  on  well  into  1997.  Yet 
Langbo  calls  the  price  wars 
"not  long-term  in  nature.  I  don't 
think  it's  a  secular  change,"  he  says. 
Is  Langbo,  a  Canadian-born  son  of 
Norwegian  immigrants,  in  a  state  of 
denial?  Is  he  like  a  general  who  refus- 
es to  believe  intelligence  reports  often 
enemy  divisions  on  his  front  when 
convinced  there  are  only  two?  Think 
IBM  in  the  1980s,  think  the  U.S.  auto 
industry  before  the  Japanese  invaded. 

Companies  like  Kellogg  have  a  way 
of  becoming  victims  of  their  own  suc- 
cess. That's  understandable.  The  com- 
pany generated  $7  billion  in  sales  in 
1995,  its  fifty-first  straight  year  of 
rising  revenues.  Over  the  past  30 
years,  Kellogg  has  shown  annual  sales 
increases  of  10%  compounded;  net 
income,    excluding  extraordinary 
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It  doesn't  take 
an  M.B.A.  to  know 
that  50%  profit 
margins  attract 
competition. 


items,  has  grown  at  almost  11% 
during  those  years.  As  a  comparison, 
the  overall  market's  earnings  growth 
has  been  around  6.5%  for  the  period. 
In  only  one  year  since  1945  have  Kel- 
logg's earnings  fallen. 

Kellogg  is  one  of  the  world's  great 
brand  names.  Last  year  it  had  42%  of 
the  world's  cereal  market.  It  domi- 
nates in  Latin  America — with  a  69% 
share — and  sells  48%  of  all  cereal 
bought  in  Asia  and  Europe.  In  North 
America,  Kellogg  owned  36%  of  the 
market  last  year. 

Today,  even  after  being  bruised  by 
the  cereal  wars,  Kellogg  trades  at 
around  69  a  share,  or  23  times  1996 
earnings.  It's  come  down  a  bit  from  its 
recent  high  of  80,  but  its  market  capi- 
talization is  $15  billion,  or  twice  sales. 

The  Battle  Creek  folks  are  beloved 
on  Wall  Street  because  during  the  past 
15  years  Kellogg  has  minted  money. 
Its  1980  gross  profit  margin  was  36%; 
last  year  it  was  55%.  You  don't  need  an 
M.B.A.  to  predict  that  that  kind  of 


Cereal  sales  dollar 


profitability  attracts  competition. 

What  the  market  seems  to  have 
overlooked  is  that  Kellogg's  recent 
gains  came  almost  entirely  from  price 
increases.  Throughout  most  of  the 
1980s  management  goosed  profit 
margins  bv  raising  prices  on  its  Rice 
Krispies,  Special  K,  Raisin  Bran  and 
Frosted  Flakes  once,  often  twice  a 
year.  At  $5  a  box,  cereal  is  extremely 
profitable;  ingredients  cost  roughly  15 
cents  for  every  sales  dollar.  Private- 
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label  substitutes  cose  about  $3.50. 

Between  199G  and  1995  unit 
market  share  of  private-label  cereals 
sold  in  supermarkets  raced  from  5.4% 
to  9.7%.  In  an  $8  billion  market,  we're 
talking  very  big  dollars  for  every  point 
in  market  share. 

"We  keep  a  very  close  watch  on  pri- 
vate labels,"  says  Langbo,  cheerfully 
adding  that  for  the  three-month 
period  ending  July  14,  private-label 
cereal  volume  fell  almost  4%.  We  were 
too  polite  to  remind  him  that  this  was 
after  Kellogg  cut  many  prices  19%. 

Even  after  lowering  its  prices,  Kel- 
logg's  showing  on  the  shelf  was  poor. 
For  the  month  ending  July  14,  the 
most  recent  figures  available,  Post 
showed  a  12.5%  volume  gain  and 
General  Mills  eked  out  a  1.5%  gain. 
Kellogg  lost  2.5%  in  volume. 

Kellogg  is  big  enough  and  cash-rich 
enough  to  survive  a  protracted  price 
war.  Its  franchise  is  worldwide  and 
immensely  valuable.  But  it  will  no 
longer  support  a  40%  price  premium. 
If  Kellogg  keeps  prices  down,  it  may 
well  regain  some  market  share.  But 
raising  them  again  may  be  impossible. 

According  to  a  1996  Gallup  study, 
one-third  of  1 ,000  shoppers  polled  are 
doing  more  switching  among  nation- 
al brands  this  year  than  last.  A  full  86% 
said  private-label  products  are  equal  or 
superior  to  national  brands.  While  pri- 
vate-label cereal  holds  roughly  10%  of 
the  market  in  the  U.S.,  in  the  U.K.  it 
holds  20%,  according  to  DataMonitor. 
Obviously,  private-label  goods  have 
room  to  grow  stateside. 

David  Rabinowitz,  food  industry 
analyst  at  Smith  Barney,  believes  that 
Kellogg  management  retains  an  inflat- 
ed view  about  the  power  of  its  fran- 
chise to  command  premium  prices. 
"They  have  to  look  at  it  [the  cereal 
market]  from  the  retailer's  and  the 
consumer's  perspective  and  then 
adjust  their  own  capacity." 

Kellogg  may  soon  have  to  make  an 
uncomfortable  tradeoff  between 
growth  and  profit  margins.  With 
worldwide  cereal  sales'  growth  at  2%, 
there's  not  much  oomph  in  the 
market.  On  Sept.  4  Langbo 
announced  that  the  company's  1996 
earnings  would  come  in  below  the 
$3.48-per-share  earned  in  1995. 

Since  then,  Kellogg's  shares  have 
risen.  That's  die  kind  of  stock  market 
we've  got  these  days.  ■ 


Congress  passes  laws.  Folks  like  Jerry  Perenchio 
get  rich  figuring  ways  around  them. 

Muchas  gracias, 
Congress 


By  Kerry  A.  Dolan 

Los  Angeles  entertainment 
investor  A.  (for  Andrew)  Jer- 
rold  Perenchio  is  bounding 
his  way  up  The  Forbes  Four 
Hundred  by  helping  a 
couple  of  Latin  American  bil- 
lionaires take  public  their 
U.S.  television  broadcasting 
company.  His  Univision 
Communications  Inc.,  based 
in  Los  Angeles,  claims  to 
reach  92%  of  the  U.S.'  28 
million  Spanish-speaking 
televiewers. 

Univision 's  network  of  1 1 
full-power  and  7  low-power 
TV  stations,  21  TV  affiliates 
and  740  cable  affiliates 
towers  over  its  only  Spanish - 
language  competition, 
Grupo  Telemundo.  In  May 
Univision  stations  had  all  of 
the  20  most  highly  rated 
television  programs  watched 
by  Hispanic  households  in 
the  U.S.,  including  the  talk 
show  Cristina  (photo,  right). 

With  Univision's  Septem- 
ber public  offering  of  stock, 
Perenchio  will  own  Univi- 
sion  shares  worth  about 
$435  million.  He  will  earn  fiUfc** 
this  money  with  his  ability  to 
maneuver  around  U.S.  telecommuni- 
cations regulations,  which  include 
limiting  foreign  interest  in  U.S.  tele- 
vision stations  to  25%. 

Univision  is  an  offshoot  of  two 
businesses  launched  by  the  late  Rene 
Anselmo  in  1961:  Spanish  Interna- 
tional Network,  which  produced 
Spanish-language  programming,  and 
Spanish  International  Communica- 
tions Corp.,  which  owned  TV  stations. 


Univision  talk  show  host  Cristina  Saralegui 
Hot  programming,  surging  cash  flow. 


Legally  the  two  companies  were  sep- 
arate, but  practically  they  were  one, 
with  sice's  stations  distributing  sin's 
programming. 

To  procure  Spanish -language  pro- 
gramming, Anselmo  turned  to 
Mexico's  Grupo  Televisa,  owned  by 
media  billionaire  Emilio  Azcarraga. 


46 


Forbes  ■  October  7,  1996 


Azcarraga  owned  75%  of  SIN  and 
effectively  controlled  sice — violating 
the  FCC's  foreign  ownership  rules. 
Ordered  by  the  FCC  to  restructure 
Sice,  Anselmo  and  Azcarraga  decided 
to  sell  out  in  1985. 

Perenchio  wanted  to  buy  the  sta- 
tions, but  was  outbid  by  cardmaker 
Hallmark.  In  1986  Hallmark  paid 
$300  million  for  sice's  stations  and  a 
year  later  paid  $265  million  for  the 
SIN  programming  network. 

Perenchio  and  Azcarraga  watched 
from  the  sidelines  as  Hallmark  ran  the 
business  into  the  ground.  SIN/SICC 
had  been  so  successful  under  Ansel- 


mo and  Azcarraga  in  good  part 
because  of  Grupo  Televisa's  highly 
popular  "telenovelas."  These 
schmaltzy  soap  operas  run  for  a 
period  of  several  months  and  feature 
the  most  popular  Mexican  actors. 
Televisa,  the  world's  largest  Spanish- 
language  media  producer,  has  an 
elaborate  setup  for  producing  these 
shows.  It  trains  the  actors  in  its 
schools,  films  the  programs  in  its  stu- 


dios, promotes  them  in  its  magazines 
and  on  its  radio  stations  and  then 
markets  the  Mexican  soaps  around 
the  world. 

Hallmark  tossed  out  these  proven 
audience-winners  and  produced  its 
own  Spanish-language  programs, 
using  sin/sicc  to  distribute  them  in 
place  of  Televisa's  soaps.  "It  was  a 
disaster,"  says  Ned  Zachar,  a  manag- 
ing director  at  Chase  Securities  who 
has  followed  Univision's  bonds  since 
the  late  1980s.  From  1988  through 
1991  cash  flow  (defined  as  earnings 
before  interest,  taxes,  depreciation 
and  amortization)  from  the  station 
group   and   the  network 
|  dwindled  from  $48  million 
S  to  $39  million.  Univision's 
§  share  of  the  Hispanic  audi- 
g  ence  plunged. 
I      Hallmark's  Donald  Hall 
I  and  his  colleagues  realized 
i  that  selling  greeting  cards 
did  not  qualify  them  to  run 
TV  stations.  Perenchio  saw 
his  chance.  So  did  Azcarra- 
ga. In  December  of  1992 
they    teamed    up  with- 
Venezuela's  billionaire  Cis- 
neros  family.  Each  put  up 
$33  million  in  cash  and 
together  assumed  $415  mil- 
lion in  debt  for  sice's  sta- 
tions and  the  sin  network. 
Hallmark  took  a  small  loss. 

This  time  Azcarraga  had 
no  trouble  complying  with 
the  letter  of  the  fcc's  rules. 
The  investors  devised  a 
complicated  legal  solution 
to  the  foreign  ownership 
problem.  Although  he  was 
just  one  of  three  partners, 
Perenchio  emerged  as  chair- 
man and  chief  executive  of 
the  operation,  with  a  75% 
interest  in  the  station  group 
and  50%  of  the  network 
(the  latter  being  exempt 
from  FCC  ownership  rules).  Azcarra- 
ga's  Televisa  and  the  Cisneros  family's 
Venevision  each  got  25%  of  the  net- 
work and  12.5%  of  the  station  group, 
thus  holding  the  station's  foreign 
ownership  to  the  fcc's  magic  25% 
limit. 

To  comply  with  FCC  foreign  own- 
ership rules,  Univision's  capital  struc- 
ture is  complicated.  There  will  be 
four  classes  of  stock.  The  public 


shareholders  will  own  one  class,  rep- 
resenting 19%  of  the  equity.  Azcarra- 
ga's  Televisa  and  the  Cisneroses' 
Venevision  will  each  own  11%, 
putting  them  well  inside  the  FCC's 
limit  for  foreign  ownership.  Jerry 
Perenchio  will  own  a  special  class  of 
ten-votes-per-share  stock  that  will 
give  him  53%  of  Univision's  equity — 
but  92%  of  its  voting  power. 

The  deal  wasn't  stacked  quite  so 
much  in  Perenchio's  favor  as  it  might 
appear.  Azcarraga  and  the  Cisneroses 
have  warrants  to  buy  a  chunk  of 
Perenchio's  stake  in  Univision  at  bar- 
gain prices  should  the  FCC  relax  its 

As  Hallmark  ran  the 
business  into  the  ground, 
Perenchio  saw  his  chance. 
So  did  Azcarraga. 

foreign  ownership  rules,  as  many 
people  think  likely.  In  that  sense, 
Perenchio  is  merely  holding  control 
for  Azcarraga  and  the  Cisneroses — 
for  a  most  handsome  reward. 

Televisa,  once  back  in  the  picture, 
resumed  providing  Univision  with  a 
steady  stream  of  its  telenovelas  at  very 
low  cost.  So  did  the  Cisneros  clan's 
Venevision.  With  Televisa's  soaps 
back  on  its  airwaves  and  Perenchio's 
experienced  hands  on  the  controls, 
Univision's  prime-time  share  of  bilin- 
gual Hispanic  households  in  the  U.S. 
has  climbed  from  57%  in  1993  to 
77%  last  year — mostly  at  the  expense 
of  Grupo  Telemundo.  This  year  Uni- 
vision's cash  flow  is  projected  to 
reach  $121  million,  nearly  double  its 
1993  level. 

The  public  offering  will  raise  about 
$155  million  for  Univision  and  at 
least  $40  million  for  Jerry  Peren- 
chio— recouping  his  original  cash 
investment.  Besides  their  paper  prof- 
its, Venevision  and  Televisa  will 
henceforth  be  taking  out  a  lot  more 
cash  because  they  will  end  the  bar- 
gain rates  on  their  Spanish-language 
programming.  Royalties,  now  9.3%  of 
ad  sales,  will  rise  to  13.5%  next  year. 

Jerry  Perenchio  doesn't  speak  a 
word  of  Spanish.  But  he  sure  can 
speak  legalese.  He  should  be  saying 
gracias,  Congress,  muchas  gracias  for 
all  that  convoluted  communications 
legislation.  SB 
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With  profits  earned  in  speculation,  a  couple  of  big 
Russian  banks  are  moving  to  take  control 
of  big  chunks  of  Russian  industry. 

Russia's 
takeover  kings 


By  Paul  Klebnikov 

Out  of  the  apparent  chaos  of  post- 
communist  Russia  a  few  big  mer- 
chant banks  are  emerging  as  financial 
powerhouses.  As  financial  engineers 
like  Kohlberg  Kravis  Roberts  have 
taken  control  of  lagging  U.S.  corpo- 
rations and  tried  to  revitalize  them, 
so  have  these  Russian  banks  taken  on 
the  daunting  task  of  turning  Russia's 
obsolete  and  elephantine  industrial 
corporations  into  real  businesses. 

Menatep  and  Unexim  Bank  are 
two  of  these  Russian  banks.  They 
made  piles  of  money  in  the  for- 
eign exchange  and  securities  mar- 
kets and  have  used  the  proceeds  to 
buy  huge  chunks  of  Russian 
industry.  "On  balance,  the  rise  of 
the  merchant  banks  is  probably  a 
good  thing,"  says  Par  Mellstrom, 
head  of  research  at  Moscow-based 
Brunswick  Brokerage.  "Someone  has 
to  restructure  all  these  industrial 
companies." 

Restructuring  them  is  easier  said 
than  done.  Law  and  order  has  broken 
down  in  Russia;  it's  rather  like  the 
U.S.  Wild  West  after  the  Civil  War. 
Walk  into  Menatep  headquarters  and 
you  get  the  picture.  It  is  a  castle  in 
the  middle  of  Moscow,  surrounded 
by  a  tall,  spiked  iron  fence.  The 
grounds  are  swarming  with  security 
guards,  some  in  well-tailored  suits, 
others  in  black  uniforms  and  boots. 
Any  car  that  passes,  by  is  carefully 
scrutinized;  trigger  fingers  are  ready. 

Across  town  is  the  headquarters  of 
Unexim  Bank.  First  you  show  the 
heavily  armed  guards  your  invitation, 
then  you  pass  your  briefcase  through 
an  X-ray  machine,  go  through  a 
metal  detector  and  finally  pass 
through  Italian-made  security  doors 
of  thick,  grenade-proof  glass.  After  all 


Mikhail  Khodorkovsky 
Can  you  trust  him? 


this,  you  have  arrived  in  the  lobby. 

Why  all  the  security?  "Cangsters," 
explains  Vladimir  Potanin,  Unexim 
Bank's  president  until  just  three 
months  ago  when  he  became 
Yeltsin's  First  Deputy  Prime  Minister 
in  charge  of  the  economy.  "The  gov 
eminent  is  too  weak  to  protect  us,  so 
we  have  to  protect  ourselves." 

Potanin  feels  equally  at  home  on 
both  sides  of  the  fence.  A  former 
employee  of  the  Ministry  of  Foreign 
Economic  Relations,  he  skillfully  used 
his  government  contacts  to  help 
found  Unexim  Bank  in  1993.  The 
bank  has  27  shareholders.  These 
include  some  of  Russia's  biggest 
exporters:  outfits  that  sell  oil,  dia- 
monds, precious  metals,  aluminum, 
armaments  and  aircraft.  Less  than 
four  years  after  its  founding,  Unexim 
Bank  boasts  financial  assets  of  $3  bil- 
lion and  is  Russia's  third-largest  bank. 
Now  Potanin  is  back  in  the  govern- 
ment in  a  powerful  position. 

Unexim  Bank's  $3  billion  only 
makes  for  a  country  bank  in  the  U.S., 
but  U.S.  country  banks  don't  own 
industrial  companies.  Unexim  Bank 
controls  oil  giant  Sidanko  and  metals 
conglomerate  Norilsk  Nickel,  and  has 
stakes  in  Novolipetsk  Metal  and  the 
North-Western  River  Shipping  Co. 

Menatep  ($2  billion  assets)  is 
almost  as  big.  Menatep's  founder, 
33-year-old  Mikhail  Khodorkovsky, 
also  started  his  bank  with  the  help  of 
government  funds  (Forbes,  Nov.  21, 
1994).  Today  it  is  publicly  traded  and 
controls  Russia's  second-largest  oil 
company,  a  large  shipping  company, 
titanium,  copper,  timber,  chemicals, 
textiles  and  food  processing. 

It's  easier  to  get  control  of  these 
old  companies  than  to  make  them 
pay.  "We  are  a  group  of  bankrupt 
companies,"  Khodorkovsky  says 
cheerfully.  "The  whole  country  is  a 
bunch  of  bankrupt  companies." 

But  that  these  banks  are  moving 
from  speculation  to  owning  compa- 
nies is  a  sign  that  Russia  is  developing 
genuine  capitalist  institutions.  Early 
post-communist  Russia  lacked  even 
the  most  elementary  financial  institu- 
tions, and  Unexim  Bank  and 
Menatep  filled  the  void.  They  sup- 
plied trade  finance  to  Russian 
exporters  when  the  state-run  export 
bank  had  collapsed.  They  speculated 
on  the  relentless  decline  of  the  Rus- 
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January  10,  1992: 
Chrysler  President  Bob  Lutz 
introduces  new  Jeep,  Grand 
Cherokee  by  driving  up  steps 
and  through  plate  glass  window 

of  Detroit  Auto  Shozv. 
"Wouldn't  fit  through  the  door," 
explains  Lutz. 


February  20,  1992: 
Under  the  leadership  of  Chief  Engineer  Francois  Castaing, 
Chrysler  celebrates  one  year  of  working  in 
platform  tearns-multidisciplinary  groups  brought  together  for 
more  innovative,  responsive  automaking. 


uly  1,  1994: 
ts  40th  Annual 
esign  Review, 
Magazine  calls 


dge/Plymouth 
Jeon,  "a  new 
type  for  personal 
insportation." 


April  1,  1992: 
First  Dodge  Viper  roars 
out  of  the  Mack  Avenue 
Engine  Plant  in  Detroit 
expressly  redesigned  for 
specialty  vehicle  produc- 
tion. (Reports  of  VI 0 
engine  rumble  shattering 
neighborhood  windows 
unconfirmed.) 


September  28,  1992 
Playing  a  video  gam 
with  his  son,  Chryslt 
engineer  conceives  idi 
for  driving-simulato 
technology  that  allot 
new  vehicles  to  be 
"test-driven  "  even 
before  they  are  built 


July  15,  1992: 
Platform  team  reac 
letters  from  miniva 
oivners  asking,  "Win 
put  a  sliding  door  on 
driver's  side  too? 


September  10,  1994: 
Neon  wins 
international 
"World  Car  1994" 
azvard from  Italy's 
Motor  Magazine. 
"Che  bella  macchina!' 


September  30,  1994: 
Chrysler  Design  Chief 
Tom  Gale 
revises  design 
of  his  street  rod. 
Again. 


November  1,  1994: 
Dodge  Intrepid  wins 
coveted  title  of  "Most 
Washable  Car" from 
Michigan  Car  Wash 
Association. 


f 

ary  7,  1993: 
Dodge  Ram 

■hanges  the  rules 

h  aggressive 
and  Magnum 
engine-most 

'erful  engine 

in  a  pickup. 


OUR  PURPOSE 


PRODUCE  CARS  AND  TRUCKS 


THAT  PEOPLE  WANT  TO  BUY, 


ENJOY  DRIVING, 


AND  WANT  TO  BUY  AGAIN 


sian  ruble,  pocketing  the  hundreds  of 
millions  of  dollars  the  central  bank 
spent  trying  to  support  the  currency. 

As  these  operations  became  less 
profitable,  both  outfits  plowed  their 
money  into  Russian  T  Bills  called 
gkos.  Again  the  profits  were  huge. 
The  market  in  GKOs  was  virtually 
closed  to  non-Russian  banks,  limiting 
competition  at  the  auctions.  At  the 
same  time,  since  gkos  were  ruble- 
denominated,  the  government  had  to 
offer  huge  coupons  to  protect 
investors  against  devaluation.  But — 
surprise,  surprise — the   ruble  has 


Vladimir  Potanin 


At  home  on  both  sides  of  the  fence. 


remained  fairly  stable  over  the  past 
two  years.  Result:  The  banks  that 
bought  GKOs  got  annualized  yields  in 
dollar  terms  of  60%  to  200%. 

Now  the  banks  are  moving  from 
trade  and  finance  into  industry. 
Menatep  Bank's  Khodorkovsky 
explains  why:  "In  Russia,  you  can't 
be  comfortable  earning  big  profits  on 
trade,  since  no  one  understands  it. 
You  won't  be  given  any  peace.  You'll 
be  invaded  by  racketeers,  assaulted  by 
all  the  government  authorities,  even 
your  own  parents  will  stop  respecting 
you.  Ultimately,  you'll  be  strangled." 

Older  than  communism  in  Russia 
is  the  idea  that  "middlemen"  are  par- 
asitic speculators. 

Unexim  Bank's  Potanin  convinced 
the  government  to  adopt  a  "loans- 
for-shares"  program,  by  which  banks 


would  give  the  government  loans  and 
take  industrial  shares  as  collateral. 

The  two  banks  with  the  best  gov- 
ernment connections — Unexim  Bank 
and  Menatep — ran  the  auctions 
where  the  collateral  went  to  the 
banks  offering  the  best  terms. 
Unexim  Bank  bid  about  $425  mil- 
lion, Menatep  $154  million,  and  they 
walked  away  with  the  most  desirable 
assets.  Their  rivals — smaller  merchant 
banks  like  Inkombank,  Alfa  Bank  and 
Rossisky  Kredit — complain  that  they 
were  unfairly  left  in  the  cold. 

In  theory  the  shares  still  belong  to 
the  government,  with  the  banks 
obligated  to  sell  them  within  two 
years.  If  recent  history  is  any  guide, 
the  banks  will  get  the  collateral  for 
themselves — at  insider  prices.  <« 

Now  that  they  virtually  control 
these  companies,  can  the  banks  make 
them  into  real  businesses?  Vladimir 
Potanin  is  off  to  a  good  start.  No- 
rilsk Nickel,  now  controlled  by  his 
Unexim  Bank,  is  the  metals  company 
situated  just  below  the  North  Pole, 
once  home  to  one  of  Stalin's  most 
horrible  concentration  camps 
(Forbes,  Nov.  6,  1995).  It  is  a  very, 
very  rich  company,  boasting  35%  of 
the  world's  nickel  reserves,  10%  of 
the  copper,  20%  of  the  platinum  and 
55%  of  the  palladium. 

Loaded  with  assets,  it  is  also  loaded 
with  debt.  The  Soviet-era  managers 
ran  up  over  $2  billion  in  debt,  about 
half  of  that  in  back  taxes.  Shortly  after 
he  took  control,  Potanin  sacked  the 
old  management  and  convinced  the 
government  to  restructure  most  of 
the  tax  debt.  Potanin  predicts  that 
Norilsk  will  report  a  $300  million 
loss  this  year,  but  will  be  profitable 
again  next  year. 

Russia's  other  top  merchant 
banker:  Menatep's  Mikhail  Khodor- 


kovsky is  a  more  shadowy  figure.  He 
has  been  trying  hard  to  make  a  name 
for  himself  in  the  West,  last  year 
spending  $1  million  on  full-page  ads 
in  the  Wall  Street  Journal  and  New 
York  Times.  He  hired  Arthur  Ander- 
sen to  audit  the  books,  and  plans  to 
issue  ADRS  here. 

But  Khodorkovsky  has  yet  to  prove 
that  he  can  add  value  for  Western 
investors.  The  pride  of  Menatep's 
industrial  stable  is  Yuganskneftegaz, 
an  oil  giant  (1995  production:  199 
million  bbl.),  whose  proven  reserves 
(7.5  billion  bbl.  according  to  Western 
estimates)  make  it  the  fifth-largest  oil 
company  in  the  world. 

Western  investors  rushed  to  buy 
Yugansk  stock  when  it  was  issued  in 
1994.  But  since  then,  the  stock  has 
fallen  from  a  high  of  $65  to  a  recent 
$8.  What's  the  story?  Yugansk  owes 
$1.8  billion  in  back  taxes  and  suppli- 
er bills  and  there's  also  suspicion  that 
Khodorkovsky  himself  wants  the 
shares  to  remain  cheap.  Why? 
Because  a  company  he  personally 
controls  has  the  right  to  swap  its  own 
shares  for  those  of  Yugansk.  "It's  not 
clear  that  Menatep  will  play  straight 
with  the  minority  shareholders  of 
Yugansk,"  says  Stuart  Amor,  oil  ana- 
lyst at  cs  First  Boston,  which  bought 
a  significant  stake  of  Yugansk  when 
the  stock  was  issued. 

Well,  Russia  is  like  that  now.  It's 
hard  to  tell  who  is  a  crook  and  who 
isn't.  The  once  all-powerful  govern- 
ment is  no  more  and  even  law  and 
order  is  being  privatized.  "The  most 
talented  government  employees, 
including  those  in  the  security  ser- 
vices, have  gone  private,"  Potanin 
confessed  to  Forbes  before  he  reen- 
tered the  government  himself.  In  a 
situation  like  this  you  pay  your  money 
and  you  take  your  chances.  MB 


A  long  way 
to  go 


Shortly  before  he  became 
Boris  Yeltsin's  top  economic 
policymaker,  Vladimir 
Potanin  gave  Forbes  a 
mildly  optimistic  assessment 
of  Russia's  economic 
prospects.  Inflation  dropped 
from  a  monthly  rate  of  19% 
at  the  beginning  of  last  year 
to  less  than  zero  this 
August. 


After  five  years  of  steep 
decline,  the  economy  seems 
to  be  growing  again. 

"I  wouldn't  say  we  have 
turned  the  tide  of  battle, 
but  we  have  stopped 
retreating,"  he  says.  "It  is 
like  1941,  when  Hitler  was 
stopped  outside  of  Moscow, 
but  the  Battle  of  Stalingrad 
still  lies  ahead."     -P.K  WM 
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Pricing  for  growth 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and 
chairman  of 
Rutledge  &  Co.,  a 
merchant  bank  in 
Greenwich,  Conn. 


One  OF  our  companies  was  asked  by  one  of 
its  biggest  customers  to  submit  a  bid  to  take 
over  the  production  of  two  components  used 
in  the  final  assembly  of  an  expensive  piece  of 
heavy  equipment.  The  switch  would  allow  our 
customer  to  concentrate  on  his  core  business. 
There  was  no  doubt  the  deal  made  sense.  The 
customer  had  confidence  in  our  quality  and 
our  ability  to  deliver  products  on  time.  Our 
patents,  in-house  expertise  and  exclusive 
rights  to  a  subcomponent  gave  us  technical 
advantages  over  other  possible  suppliers. 

The  question  was  how  to  price  the  contract. 
Most  companies  would  approach  the  problem 
by  building  up  an  estimate  of  the  total  cost  of 
producing  a  year's  worth  of  the  components 
and  dividing  that  number  by  the  number  of 
units  produced  to  get  an  estimate  of  the  cost 
per  unit.  Then  they  would  add  a  markup  to 
cover  indirect  costs  and  an  allowance  for 
profit  to  get  a  final  bid.  They  would  then 
check  that  number's  reasonableness  by  com- 
paring the  resulting  gross  profit  margin — rev- 
enues less  direct  costs,  as  a  percentage  of  rev- 
enues— against  their  existing  business.  That  is 
not  the  way  our  managers  approached  the 
problem,  I  am  happy  to  say. 

The  problem  with  margin  analysis  and 
markup  pricing  is  that  they  don't  tell  you 
what  you  need  to  know — the  rate  of  return  on 
the  additional  capital  employed.  A  low-margin 
project  can  be  terrific  if  it  uses  very  little  capi- 
tal. A  high-margin  project  can  be  a  loser  if  it 
requires  a  lot  of  capital.  You  can't  tell  the  dif- 
ference until  you  do  the  work  to  estimate  the 
balance  sheet  impact  of  the  project  and  esti- 
mate the  resulting  returns. 

As  my  regular  readers  know,  I  am  an  unrecon- 
structed return-on-capital  freak.  I  believe  that 
equity  value  is  created  by  putting  capital  to  work 
in  situations  where  die  capital  earns  more  cash 
profits  than  its  opportunity  cost.  That  means 
making  sure  your  managers  know  the  returns  on 
everything,  from  yellow  pads  to  trash  cans, 
before  they  come  to  board  meetings. 

So,  when  our  managers  brought  the  project 
to  the  board  for  approval,  they  had  done  a 
thorough  return  analysis.  They  brought  esti- 
mates of  how  many  square  feet  of  floor 
space  and  how  much  machine  time  (fixed 
assets)  were  required  to  produce  the 
components.  They  knew  how  much  capital 
would  be  required  for  additional  raw 
material,  work-in-process  and  finished  goods 


inventories,  and  for  receivables. 

Their  pricing  recommendation  was  not 
based  on  our  costs,  but  on  a  careful  estimate 
of  our  nearest  competitor's  costs,  which,  in 
this  case,  meant  the  customer's  in-house  pro- 
duction costs.  By  setting  our  price  at  a  level 
significantly  below  their  costs,  we  could  share 
a  portion  of  our  cost  advantage  with  our  cus- 
tomer while  still  capturing  the  value  of  our 
competitive  advantage.  We  could  do  this 
because  our  direct  labor  costs  were  lower  and 
we  had  the  technology  and  know-how  other 
companies  lacked.  From  this  position  we  will 
be  able  to  share  future  increases  in  productivi- 
ty with  our  customer  and  defend  ourselves 
against  competitors. 

The  returns  are  impressive.  The  project  will 
require  $1.2  million  in  additional  capital, 
including  $200,000  in  front-end  expenses  to 
get  it  started,  but  will  generate  $1.2  million 
per  year  in  incremental  aftertax  profits.  That 
implies  a  return  on  capital  of  100%  per  year 
and  a  stunning  190%  return  on  equity  (the 
project  will  be  financed  with  half  debt  and  half 
equity).  In  a  market  that  values  companies  of 
this  type  at  about  seven  times  cash  flow,  this 

The  problem  with  margin 
analysis  and  markup  pricing 
is  that  they  don't  tell  you 
what  you  need  to  know. 


will  increase  the  value  of  the  business  by 
$8.4  million  and  improve  equity  value 
by  $7.8  million  ($8.4  million  less  the 
$600,000  of  additional  debt).  Not  bad  for  a 
$1.2  million  investment. 

Most  managers  in  most  firms  would  have  left 
the  lion's  share  of  this  value  on  the  table. 
That's  because  they  would  not  have  viewed  the 
project  as  a  capital  investment  at  all,  but  as  an 
operating  decision.  By  pricing  as  a  markup  over 
their  own  costs,  they  would  have  assured  them- 
selves a  mediocre  return  on  capital  while  giving 
all  of  the  value  of  any  competitive  advantages 
to  the  customer  without  charge.  But  every 
decision  in  a  business  is  a  capital  investment 
decision  and  should  be  made  with  the  same 
tools  and  the  same  thinking  that  managers  use 
once  each  year  when  they  put  together  their 
capital  budget  for  the  next  year. 

The  moral  is  very  simple:  Don't  use  cost- 
based  pricing.  Use  capital-based  pricing.  HI 


50 


Forbes  ■  October  7,  1996 


LET  METLIFE  SMAPE  A  6ENEFIT5  PLAN 
TO  YOUR  COMPANY'S  NEEP5  - 


Downsizing  and  budget  cuts  may  give 
benefits  managers  more  to  do  than  ever 
before,  and  maybe  less  staff  to  do  it  with. 

That's  why  MetLife  can  be  especially 
useful.  We're  prepared  to  create  a  custom 


benefits  plan  to  your  needs,  drawing  from 
our  wide  range  of  products  and  services 
including  Voluntary  Employee  Benefits. 

For  more  information,  call  your  broker 
or  consultant,  or  1-800-MetLife. 


Group  Term,  Universal  and  Variable  Universal  Life  Insurance,  Executive  Life,  Managed  Disability, 
Group  Dental  and  Vision,  Group  Long-Term  Care  Insurance,  Auto  and  Homeowners  Insurance*  401  (k) 
Programs,  Investment  Management  Services  and  Benefits  Administration  Outsourcing  Services. 

SET  MET.  ITPAVS: 

1-800-MetLife 


PEANUTS  @  United  Feature  Syndicate.  Inc 


96071 GJ5F  ML  IC-uD  ' 

0  1996  Metropolitan  Life-insurance  Co..  NYjH| 
'Metropolitan  Property  and  Casualty  InsurjStee 
Company  and  Affiliates  Warvfck,  fll  9607089  MPC  LD 
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YOUR  PRESENTATION 
MS  CREATED  DIGITAUY, 
EDITED  DIGITALLY, 

STORED  DIGITALLY. 

NOW  THERE'S 

A  DIGITAL  WAY 

TO  PRESENT  IT. 
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L,/  |_  I  Introducing  a  revolutionary 

A  TEXAS  INSTRUMENTS  TECHNOLOGY  idea  for  your  state-of- 
the-art  presentation:  a  state-of-the-art  projection 
display.  Digital  Light  Processing11  (DLP"')  technology 
created  by  Texas  Instruments. 

This  completely  digital  display  technology  is  made 
possible  by  applying  digital  processing  to  light.  We  treat 
images  as  digital 


Plug  your  laptop  into  a  state-of-the-art 
projection  system  with  DLP  technology. 
Then  see  your  presentation  come  to  life. 

Projection  systems  featuring  Digital  Light 
Processing  technology  are  also  portable.  And  easy  to 
use.  (You  won't  need  a  technician  to  set  up  your  sys- 
tem.) But  the  real  beauty  of  Digital  Light.  Processing 
technology  is  that  our  advanced  engineers  created 

an  extraordinary 


data.  And  reflect 
them  from  their  orig- 
inal source  (stored 
right  there  on  your 
computer),  directly 
to  the  screen. 

The  result  is  a 
completely  digital 
presentation.  From 
start  to  finish.  For 
the  first  time  your 
visuals  appear  with 
all  their  vibrant  color 


j  WhaTs  Cwlt  I   Handbook    j|  Mel  Si;«nch  {  W.-l  Um;i  t«y  f   '..illw^.-  | 


Netscape  -  |NGS 


View    Go    Hookmaiks  Oiitin 


Itirrilury    Wmiluw    H.  !|> 


1 1  a 

Reload 

NAIIONAI 
GEOGRAPHK 

so(  ii  n 


RESOUI 


i 


TlC«T  T< 
iK-.  i  I 


DLP  reflects  your  original  images  directly  to  a  screen  of  almost  any  size  with 
true  colors  and  crisp  data  and  video  images. 


new  technology  for 
about  the  price  of 
the  old  one.  Now 
that's  something 
you've  got  to  see. 

Look  for  state- 
of-the-art  projection 
systems,  including 
Davis,  Electron- 
InFocus  Systems, 
nView  and  Proxima, 
at  a  dealer  near 
you.  If  you  would 


intact.  PowerPoint®  slides  are  as  sharp  as  35mm  film. 
And  the  screen  is  as  clear  as  a  just-washed  window,  with 
none  of  the  usual  haze.  You  can  actually  see  your  presen- 
tation from  any  viewing  angle.  Even  in  a  well-lit  room. 


OiiOi 


like  to  receive  more  detailed  information,  call 
us  at  1-888-DLP-BY-TI.  ext.  500.  Or  visit  us  at 
http://www.ti.com/dlp  for  an  online  demonstration  of 
TI's  completely  digital  display  technology. 


PROXIMA 


w  Digital  Light  Processing  and  DLP  a'P  trademarks  of  Tenas  Instruments  InrorDO'Sted 
3>  PowerPoint  is  a  registered  trademark  of  Microsoft  Corporation 

Davis  Electrohome  InForus  Systems  nView  and  Proxima  are  registered  tndemadcs 
<D  1996  Tl 
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Fess  up.  Do  you  dye  your  hair?  What  was  once  a  guilty  little  secret  is  now  just 
another  way  for  women— and  many  men— to  express  themselves. 

What's  your 
favorite  color? 


By  Christie  Brown 

For  Andrea  Malloy  changing  her 
hair  color  is  not  much  different  from 
changing  a  shoe  style.  The  25-year- 
old  from  Ridgewood,  N.J.  started 
dyeing  her  hair  at  age  13.  A  natural 


brunette,  she  has  at  various  times  col- 
ored it  copper,  black,  burgundy, 
Lucille  Ball  red,  platinum  and  orange. 
Right  now  she  is  a  California  blonde. 
What  is  her  next  color?  "White-white 


blonde,"  says  Andrea. 

Well,  why  not?  American  women 
spend  $81  billion  every  year  on 
clothes.  "Coloring  your  hair  is  just 
like  buying  a  new  outfit,"  says 
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Andrea's  21 -year-old  sister  Deirdre, 
currently  a  redhead.  "I  had  18  years 
of  brown  hair  and  got  bored  with  it." 

It  runs  in  the  family.  Their  mom, 
Vivian,  54,  has  used  Clairol  the  last 
ten  years  to  make  her  dark  hair 
auburn.  "It's  improving  on  Mother 
Nature,"  she  says. 

Look  around.  About  half  of  all 
American  women  between  ages  13 
and  70  now  color  their  hair,  an 
increase  of  50%  in  the  past  decade. 

The  boys  do  it,  too,  but  with  hesi- 
tation. About  one  in  eight  American 
males  between  13  and  70  now  dyes 
his  hair.  That's  a  doubling  in  ten 
years  and  the  percentage  is  expected 
to  keep  growing. 

Oregon  City,  Ore.  police  officer 
William  Blanchard  got  his  salt-and- 


pepper  locks  dyed  this  summer.  He 
took  the  plunge  when  the  makers  of 
Just  For  Men  hair  color  held  a  pro- 
motion at  a  local  baseball  game.  His 
chief  encouraged  him  to  do  so.  Blan- 
chard, 48,  loves  the  results:  the 
medium-brown  hair  he  had  as  a 
youth.  "My  wife's  thinking  of  dyeing 
hers  now,  too,"  says  Blanchard. 

In  Europe  they  do  it  even  more, 
according  to  Euromonitor  Interna- 
tional, which  tracks  the  industry. 
Over  60%  of  women  in  France,  Ger- 
many and  Spain  use  color.  It's  big  in 
South  America,  Eastern  Europe  and 
Asia.  Some  40%  of  Japanese  women 
now  dye  their  hair.  The  trend  shows 
in  the  numbers.  While  all  hair  prod- 
ucts are  growing  at  5%  annually,  hair 
color  is  sprinting  along  at  18%. 


Models  and  stylist  Twenty  years  ago  ClairoPs  famous 

at  the  HairWorld  "Does  she  or  doesn't  she?"  ads 

convention  promised  "Hair  so  natural  only  your 

in  August  hairdresser  knows  for  sure."  Dyeing 

Pick  your  shade —  your  hair  was  something  you  did  on 
purple,  red  the  sly.  No  more.  "People  say  'I  have 

or  tiger-striped.  to  color  my  hair  to  show  the  person  I 
HM  really  am,'"  says  Grant  McCracken, 

an  anthropologist  and  author  of  Big 
Hair,  a  new  paperback  in  which  he 
discusses  the  difference  between 
brassy  blondes,  cool  blondes  and 
dangerous  blondes,  for  example. 

Now  women  trade  names  of  hair 
colorists  at  cocktail  parties.  "It's 
become  an  accessory,  like  makeup," 
says  Mary  Atherton,  spokeswoman 


for  Matrix  Essentials,  ClairoPs  sister 
company,  owned  by  Bristol-Myers 
Squibb. 

A  desperate  desire  by  the  aging  to 
slow  the  process?  Another  sign  of  the 
worship  of  youth?  Only  in  part.  Half 
of  all  new  users  are  under  age  35, 
according  to  L'Oreal. 

It's  an  attractive  business.  The  key 
ingredients  are  just  a  few  pennies 
worth  of  peroxide,  ammonia  and  pig- 
ment. In  a  pretty  package  at  the 
drugstore  it  usually  sells  for  $4  to 
$10  for  one  application.  To  put  it 
mildly,  the  cost-revenue  spread  is 
enticing.  Gross  profits  of  70%  are 
standard. 

And  talk  about  habit-forming.  As 
hair  grows  and  the  roots  show,  it  has 
to  be  re-dyed.  This  happens  about 
every  six  weeks.  Gloats  Paul  Finkel- 
stein,  president  of  Regis  Corp:  "Once 
you  start,  you  can't  stop." 

So  why  aren't  there  more  big  play- 
ers? Because  the  costs  of  promotion 
and  advertising  are  staggering. 

The  big  players  are  Bristol-Myers 
Squibb's  $1  billion  Clairol  and  $10 
billion  L'Oreal,  controlled  by  the 
Bettencourt  family  of  France  and 
Nestle.  Between  them  they  have  90% 
of  the  $2  billion  American  market, 
although  L'Oreal  is  the  only  giant  in 
the  $7  billion  global  market.  They 
spend  huge  amounts  on  advertising 
and  promotion — a  lot  more  than 
they  spend  on  the  product  itself. 

At  the  moment  the  clear  pace- 
setter is  the  closely  held  L'Oreal.  This 
French  company  saw  early  on  that 
the  market  was  broadening  and  piled 
on  the  dollars.  Inundating  the  market 
with  new  products  and  advertising,  it 
has  grabbed  market  share  from  the 
leader  Clairol. 

In  the  U.S.  Clairol  is  still  ahead, 
but  its  market  share  has  fallen  from 
66%  to  47%,  while  L'Oreal  has 
jumped  from  24%  to  42%.  Third- 
ranked  Revlon,  which  hugs  the  low 
end,  has  increased  its  share  to  6%. 

L'Oreal  is  coining  profits.  The 
company's  hair-dye  division  is  grow- 
ing at  over  20%  annually  in  the  U.S. 
New  offerings  are  flooding  the 
shelves.  Recent  introductions  include 
Belle  Color  for  the  natural  look,  Pref- 
erence Fade  Resistant  Formula  for 
the  fashion-conscious  and  Casting 
Tone-on-Tone  for  first-timers.  "Five 
years  ago  we  introduced  maybe  one 
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new  product  a  year,  now  we  have  at 
least  three  or  lour,"  says  Joseph 
Campinell,  general  manager  of 
L'Oreal's  retail  division. 

Clairol  made  the  industry  grow  in 
the  Fifties,  Sixties  and  Seventies  with 
such  famous  campaigns  as  "Blondes 
have  more  fun."  Rut  Clairol  dropped 
the  ball.  From  1976  to  1987  it 
changed  presidents  seven  times.  The 
pharmaceutical  types  who  ran  the 
parent  company  upstreamed  the  prof- 
its rather  than  reinvesting  them.  They 
failed  to  catch  what  Andy  Grove  calls 
a  strategic  inflection  point  in  their 


cash  rebates  for  new  products.  Those 
costs  hurt.  Clairol's  pretax  profit 
margin  has  dropped  from  21%  in 
1991  to  10%  last  year,  according  to 
Jami  Rubin,  an  analyst  at  Schroeder 
Wertheim.  "It's  due  to  the  price- 
wars, "  says  Rubin. 

Ronald  Pcrelman's  Revlon  has 
been  able  to  take  advantage  of  the 
price  war.  Recause  it  has  not  slashed 
its  prices  as  much  as  the  market  lead- 
ers have,  its  hair-dye  products  offer 
better  profit  margins  for  drugstores. 
Although  Revlon  accounts  for  only 
8%  of  unit  sales  at  Drug  Emporium, 


The  Japanese  hairdressing  team  that  won  the  gold  medal  at  the  HairWorld  Olympics 
As  the  anthem  played,  the  team  cried  with  joy. 


market:  that  hair-dyeing,  having 
become  trendy,  was  about  to  broad- 
en its  market  immensely.  Milked  of  its 
cash,  Clairol  was  left  to  wither,  with 
no  new  products  or  advertising. 

Stephen  Sadove,  formerly  head  of 
General  Foods1  desserts  division, 
took  over  as  Clairol's  president  in 
1991.  He's  working  hard  to  reverse 
the  slide.  Revenues  have  turned  up 
and  are  growing  at  about  10%  annu 
ally.  The  company  has  a  battery  of 
new  products,  advertising  and  tech- 
nology and  will  spend  $30  million 
this  year  just  to  promote  its  newest 
product,  Hydrience,  touted  as  a 
water  based  hair  dye. 

E'Oreal  and  Clairol  have  taken  to 
blitzing  the  drug  chains  and  maga- 
zines with  2-for-l  coupons  and  full 


it  is  the  most  profitable  line  since  it 
has  not  slashed  prices. 

Rut  advertising  is  decisive,  and 
L'Oreal  is  spending  heavily  in  the 
American  market.  It's  clearly  out  to 
bump  Clairol  from  first  place  here.  In 
just  six  months  this  year  E'Oreal 
spent  almost  $90  million  on  hair 
color  advertising,  compared  with  $40 
million  at  Clairol,  according  to  Com- 
petitive Media  Reports.  "E'Oreal 
smells  weakness  and  is  throwing 
everything  but  the  kitchen  sink  at 
Clairol,"  says  industry  analyst  Allan 
Mottus  of  Mottus  and  Associates  in 
New  York. 

L'Oreal  can  afford  to  spend  the  big 
bucks  here  for  a  while  thanks  to  its 
wide  diversification  and  global  reach. 
Clairol  is  on  the  defensive.  It  has 


missed  the  boat  getting  into  the 
thriving  international  markets.  "Our 
focus  right  now  is  on  North  America 
and  building  our  foundation 
market,"  says  Sadove.  Which  is  pre- 
cisely why  E'Oreal  can  outgun  it. 

Caught  in  the  middle  of  this 
bloody  battle  is  publicly  traded  Wella 
A  G.,  based  in  Darmstadt,  Germany 
Worldwide,  it  is  number  three  in  hair 
coloring,  number  two  in  several 
European  countries.  Rut  with  all  the 
growth  in  the  market,  its  sales  inched 
up  onlv  3%  last  year  and  net  income 
fell  41%. 

To  the  leader  belong  the  spoils. 
Whether  you  make  shoes,  semicon- 
ductors or  hair  coloring,  it's  the  same 
story:  He  who  gets  the  biggest 
market  share  can  spread  research 
costs  and  advertising  costs  over  a 
broader  base  and  come  out  with 
lower  unit  costs. 

The  men's  hair-coloring  market  is 
estimated  at  only  $100  million  in  the 
U.S. — about  one-third  of  men  who 
color  their  hair  use  women's  prod- 
ucts. This  suggests  that  the  stigma 
remains:  I'm  just  buying  it  for  my 
wife.  The  U.S.  men's  business  is 
dominated  by  privately  owned 
Combe  Inc.,  which  makes  Just  For 
Men  and  Grecian  Formula  16.  Three 
years  ago  Clairol  entered  the  market 
with  a  line  called  Men's  Choice.  It's 
an  uphill  battle.  Combe  has  75%  of 
the  market  and  is  growing  at  20%. 

Whether  the  customer  is  male  or 
female,  drugstores  love  hair  color 
because  it  is  a  "basket  builder."  For 
everv  box  of  hair  coloring  that  is  sold, 
the  customer  typically  buys  $40  more 
of  cosmetics,  shampoos  and  condi- 
tioners to  go  with  it.  Products  are 
loaded  with  promises  to  repair  split 
ends,  frizzies  and  brittle  hair,  all 
caused  by  the  hair  dyes. 

Take  Drug  Emporium,  a  140-store 
drug  chain  based  in  Powell,  Ohio.  In 
the  past  five  years  it  has  increased  the 
size  of  the  hair  coloring  aisle  by  50% 
in  all  stores,  to  24  feet.  The  most 
popular  brands,  which  are  constantly 
marked  down,  are  often  loss  leaders 
to  lure  the  customers  in.  Even  so,  the 
category  is  a  winner  at  Drug  Empo- 
rium, with  16%  profit  margins  for  the 
stores — about  the  same  as  toiletries. 

The  hair  salon  business  is  equally 
important  to  manufacturers,  which 
have  entirely  separate  product  lines 
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Into  attempted  burglary. 

/ 

When  3M  'M  ScotchshielcT'  Ultra  Safety  and  Security  Film  is  applied  to 

/  \ 

windows,  it  resists  penetration  and  helps  keep  glass  in  place  through 
attempted  break-ins,  storms,  even  earthquakes.  It's  another  innovative 
3M  product  that  helps  make  your  home  more  safe  and  comfortable. 


And  one  npre  result  of  our  unique  culture,  which  lets  us  make  the  leap 

from  need  to  ... 


Innovation 

For  more  information,  call  1-H00-3M  HELPS,  or  Internet:  http://www.nunm.com 


for  salons.  The  professional  lines  have 
different  colors  and  density  of  perox- 
ide that  allow  the  stylists  to  custom 
blend  for  each  client.  Think  of  the 
salon  colorists  as  professional  pastry 
chefs,  versus  the  rest  of  us  who  use 
cake  mix. 

Salon  dye  is  not  especially  prof- 
itable for  the  manufacturers  who 
must  leave  most  of  the  profit  for  the 
salon.  The  manufacturers  need  the 
business  to  be  cutting-edge.  It's  the 
hairdressers  who  decide  which  colors 
are  in,  what  technology  is  hot  and 
whose  product  to  endorse. 

Salons  love  die  stuff — and  not  only 
because  the  manufacturers  leave  them 
so  much  profit.  Just  ask  Mary  Kay 
King,  co-owner  of  Salon  Blue  in 
Chicago.  During  the  same  time  it 
takes  her  to  give  a  30- minute  hair- 
cut, which  costs  the  customer  $50, 
she  can  also  dye  the  hair  and  charge 
another  $50  to  $125,  depending  on 
the  process.  "It  can  at  least  triple  the 
profitability,"  says  King. 

You  could  sense  this  was  a  boom- 


ing business  if  you  attended  the  Hair- 
World  convention  in  Washington, 
D.C.  in  August.  Over  60,000  hair- 
dressers swarmed  in  from  all  over  the 
world  to  schmooze  and  test  out 
products  of  400  manufacturers. 
Demonstrations  turned  into  a  mad- 
house of  clipping,  curling  and  color- 
ing. Among  the  offerings:  computer 
hair-color  imaging,  wigs  and  neon- 
colored  dyes. 

The  mobs  were  thick  at  the  booth 
of  Tish  &  Snooky's,  which  makes  a 
line  called  Manic  Panic.  Popular  with 
kids  and  the  Dennis  Rodman  set,  it 
comes  in  such  colors  as  "green  envy," 
"vampire  red"  and  "atomic 
turquoise."  Their  slogan:  "Live  fast 
and  dye  your  hair." 

Amidst  the  chaos  there  was  the 
HairWorld  Olympics.  Teams  of  hair- 
dressers from  40  countries  were 
judged  on  teasing,  back-combing  and 
hairspray  jobs.  After  three  days  of 
competition,  teams  marched  in  to  the 
cheers  of  a  flag-waving  packed  audi- 
torium. The  Japanese  won  the  gold — 


as  their  national  anthem  played,  tears 
flowed  and  hair  was  tossed  with  joy. 

The  major  manufacturers  spent  an 
estimated  $2  to  $4  million  each  to 
put  on  Broadway-like  productions 
inside  the  convention  hall.  At  the 
Matrix  stage  it  was  beefcake — a  troop 
of  male  dancers  shimmied  while  styl- 
ists whipped  up  hairdos  to  pounding 
dance  music. 

L'Oreal's  stage  featured  exotic 
Parisian  models  in  Dior  gowns  strug- 
gling to  balance  3-foot-high  multi- 
colored hairdos. 

So,  while  the  big  manufacturers 
beat  each  other's  brains  out,  the 
salonkeepers  are  having  a  ball.  Pub- 
licly-traded Regis  Corp.,  which  has 
almost  2,000  salons  worldwide  and 
$500  million  in  sales,  has  seen  hair 
color  triple  in  the  last  decade  to  15% 
of  volume.  "We  expect  it  to  be  a 
third  in  five  or  ten  years,"  says  Paul 
Finkelstein,  president  of  Regis. 

Come  to  think  of  it,  I've  always 
wanted  auburn  hair  like  Julia 
Roberts'.  Wt 


To  dye  or 
not  to  dye 


In  Cleopatra's  time  it 
was  powders,  henna  or 
goat's  grease.  Chemical 
dyes  were  developed 
around  the  1920s  and 
have  been  steadily 
improved  ever  since. 
Here's  how  permanent 
dyes  work. 

There  are  100,000 
strands  of  hair  on  a  typical 
head.  Each  hair  shaft  has 
an  outer  layer,  the  cuticle, 
which  resembles  roof  shin- 
gles about  ten  layers  thick. 
It  protects  the  porous 
inner  core — the  cortex — 
which  contains  the  hair's 
pigment,  texture  and 
elasticity. 

The  key  ingredients  in 
hair  dye  are  ammonia, 
peroxide  and  pigments. 
When  mixed  together  and 
painted  on  they  start  a 


A  hair-dyeing  demonstration  at  the  HairWorld  convention 
"The  disaster  quotient  is  huge." 


complex  chemical  reac- 
tion. The  ammonia  raises 
the  shingle-like  cuticle 
layers  and  swells  the 
strand.  Concurrently,  the 
hydrogen  peroxide  lifts 
out  the  natural  pigment 
and  reacts  with  the  dye 
molecules  to  create  the 
color  you  want. 

Damage  occurs  because 


the  cuticle  remains  perma- 
nently roughed  up  which 
leaves  the  cortex  with  less 
protection.  Done  repeat- 
edly with  a  heavy  hand, 
hair  gets  fried,  brittle  and 
starts  breaking  off.  "The 
disaster  quotient  is  huge, 
whether  at  home  or 
[during]  a  $300  salon 
job,"  says  Paula  Begoun, 


author  of  Don't  Go  Shop- 
ping for  Hair  Products 
Without  Me. 

Nobody  blames  the 
products.  Most  bad  dye 
jobs  are  caused  because 
people  don't  understand 
how  colors  interact. 
Greenish  hair  is  a 
common  sight.  That 
occurs  after  a  brunette 
bleaches  her  hair  blonde, 
then  decides  to  tone  it 
down  to  light  ash  brown. 
Ash  tones  are  loaded  with 
blue  pigment.  Mixed  with 
the  gold  already  in  her 
hair,  the  color  winds  up 
green.  Similarly,  brassy 
blondes  abound  because 
of  leftover  red  pigment. 

Yet  the  damage  to  hair 
is  manageable  if  you  know 
how  and  don't  overdo  it. 
Timid  first  timers  should 
try  one  of  the  temporary 
colors;  all  manufacturers 
make  them.  No  peroxide, 
and  they  wash  out  in  eight 
shampoos.         -C.B.  wm 
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It's 


nothing's 
missing. 


Simply  put,  outsourcing  is  a  smart  way 
of  conducting  business.  It's  an  effective 
management  tool  for  staying  competitive, 
productive  and  profitable. 

But  only  if  you  choose  a  provider 
who  can  handle  all  the  details.  A  provider 
who  can  identify  the  overall  challenge. 
Deliver  practical  solutions.  And  stand  by 
the  results. 

That's  why  more  and  more  enlightened 
companies  are  choosing  Norrell  as  their 
outsourcing  partner.  Norrell  Outsourcing 
Services  delivers  best-of-class  expertise 


with  a  portfolio  of  specialized  services: 
Tascor  provides  innovative  administrative 
support  services  while  CallTask  and 
NorCross  offer  a  full  range  of  call  center 
services.  Additionally,  Norrell  continues  to 
answer  client  needs  with  the  development 
of  new  services  in  the  medical,  financial 
and  human  resources  fields. 

The  result — Norrell  helps  companies 
effect  strategic  organizational  change, 
boost  productivity,  improve  quality  and 
minimize  costs.  Not  just  in  the  short-term, 
but  for  years  to  come. 


So  maximize  your  business  potential  by 
making  Norrell  your  outsourcing  partner. 
We'll  show  you  what  you've  been  missing. 
Just  call  1-800-241-2414. 


[Norrell 

OUTSOURCING  SERVICES 


The  third  generation  in  his  family  to  run  Murphy  Oil, 
Claiborne  Deming  is  bringing  it  back  to  the  business 
that  made  the  Murphys  rich. 


Roots 


By  Toni  Mack 

Claiborne  Deming,  42,  is  the  third 
generation  in  his  family  to  head  El 
Dorado,  Ark. -based  Murphy  Oil. 
This  $1.7  billion  (revenues)  inde- 
pendent oil  producer  was  founded 
by  his  grandfather  in  1907  and  con- 
trolled by  his  uncle,  legendary  inde- 


pendent oilman  Charles  Murphy, 
from  1946  until  Deming  took  the 
reins.  Deming  is  aware  of  all  those 
shirtsleeves-to-shirtsleeves-in-three- 
generations  stories.  No,  he  says,  he 
will  not  repeat  the  common  pattern 
of  third-generation  decline.  Which 


means  he  is  determined  to  confront 
change.  "Just  because  something  has 
always  been  a  part  of  the  company 
doesn't  mean  it  always  will  be," 
Deming  declares.  "Nothing  is 
sacred." 

To  be  blunt,  Murphy  is  in  sad 
shape.  Over  the  last  five  years  it  has 
returned  an  average  7%  on  its  equity, 
compared  to  an  11%  average  for 
most  integrated  oil  companies.  Last 
year  it  lost  $119  million,  $2.64  per 
share,  on  stagnant  revenues.  Recent- 
ly 4814,  Murphy's  stock  has  hardly 
budged  for  a  decade. 

But  last  year's  loss  is  actually  a 
highly  welcome  sign  that  Claiborne 
Deming  is  shaking  things  up.  The 
loss  was  due  entirelv  to  writedowns 


Murphy  Oil  Chief  Executive  Officer  Claiborne  Deming 

a>  kno*  Claiborne,"  says  a  former  employee.  "That's  why  I  haven't  sold  my  Murphy  stock/ 
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In  Tennewee.  Brilanny  Johnson  and  her  mother,  Kflthy,  attend  eta 


Investing    in    the  things 

Tor  more  information  about  Toyota  in  America  write  Toyota  Motor 


sses  together  through  Families  far  /.earning,  a  program  sponsored  by  Toyota. 

AT  TOYOTA,  we  believe  a  car  company  can  also  be 
a  vehicle  for  change.  Thai's  why  for  more  than  20 
years,  we've  been  supporting  educational  programs 
that  range  from  kindergartens  to  colleges  to  job- 
training  programs  and  beyond.  In  the  last  four 
years  alone,  Toyota  has  invested  more  than  $50  mil- 
lion in  worthwhile  educational  organizations  like 
the  National  Center  for  Family  Literacy,  United 
Negro  College  Fund  and  hundreds  of  other  pro- 
jects across  America.  As  the  fourth-largest  manufac- 
turer of  vehicles  in  America,  Toyota  is  committed 
to  helping  individuals  go  as  far  as  they  possibly  can. 
WE    ALL    CARE    ABOUT.  TOYOTA 

Corporate  Services.  <>  West  f7th  Sheet.  Suite  4900-Q2.  New  York,  NY  10019 


IT  BEGAN  WITH 
TWO  SALESMEN 
WHO  KNEW  THE\ 

OTHER. 

IT  ENDED 
WITH  A  MERGER 
OF  GIANTS 


©  1996  MCI  All  rights  reserved 


It  seems  a  sales  representative  from  MCI®  got  to  know  a  sales  representative  from 
Systemhouse  Limited  (SHL)  very  well.  They  kept  running  into  each  other  while 
meeting  with  the  same  customers. 

Since  MCI  offered  telecommunication  solutions  and  SHL  was  the  standard  in 
information  technology,  an  idea  was  born.  The  salesmen  recognized  the  enormous 
potential  to  their  customers  if  the  two  companies  were  joined. 

Their  bold  idea  resulted  in  a  merger  and  the  creation  of  MCI  Systemhouse. 

The  big  result,  though,  is  that  both  Fortune  500®  and  mid-sized  companies  have 
gained  a  powerful,  full-service  ally. 

With  MCI  Systemhouse,  they  can  move  quickly  and  affordably  to  the  latest 
information  systems.  They  can  implement  proven  technology  and  equipment. 
And  innovative  business  applications  can  help  employees  around  the  world  work 
more  efficiently. 

In  short,  every  telecommunication,  information  technology,  and  ongoing  support 
service  is  now  at  their  fingertips.  With  a  single  phone  call  to  a  single  company. 

I   ?V 

MCI  Systemhouse,. 

Real  benefits  from  converging  technologies 


of  previously  overvalued  assets. 
Uncle  Charles  Murphy  had  hoped  to 
make  the  company  a  fully  integrated 
concern.  Starting  in  the  1950s,  he 
bought  and  built  refineries  in 
Louisiana,  Wisconsin  and  Wales  and 
service  stations  in  the  U.S.  Midwest 
and  Southeast. 

Refining  and  marketing  opera- 
tions now  account  for  over  half  of 
Murphy  Oil's  revenues.  This  was  not 
Murphy's  traditional  business.  And 
it  has  lately  done  badly  in  it. 

Deming  has  embarked  on  a  pilot 
project  with  Wal-Mart  Stores  to 


Charles  Murphy  (left);  Arkansas 
roughnecks,  1930 
Murphy  wanted  his  son  to 
succeed  him.  His  kin  had 
another  relative  in  mind. 


build  service  stations  at  a 
few  Wal-Mart  sites.  If  the 
project  is  successful,  more 
new  sites  will  provide 
profitable  outlets  for 
Murphy's  ailing  New 
Orleans  reflnerv.  He's  also 
negotiating  to  pool 
Murphy's  refining  and 
marketing  operations  in 
the  U.K.  with  the  Euro- 
pean assets  of  France's  Elf 
Aquitaine  and  some  other 
oil  outfits.  Murphy  Oil 
would  still  have  an  interest 
in  these  assets,  but  the 
merged  operations  would 
have  a  bigger  slice  of  the  European 
market. 

"I  spend  a  lot  of  my  time  thinking 
about  what  to  do  with  these  [refin- 
ing and  marketing]  assets,"  says 
Deming.  "I'm  working  my  tail  off  to 
make  things  happen." 

In  August  Deming  sold  nearlv  all 
of  Murphy's  U.S.  producing  proper- 
ties to  a  group  of  institutional 
investors  for  around  $50  million. 
Last  month  he  announced  that  he 
would  spin  off  Murphy  Oil's  timber- 
land  and  sawmill  business.  Fahne- 
stock  &  Co.  oil  analyst  Fadel  Gheit 


thinks  the  timber  assets  are  worth 
perhaps  $260  million,  nearly  $6  per 
Murphy  share. 

So  what  will  be  left?  A  highly 
focused  core  business  concentrated 
on  exploring  for  and  producing  oil 
and  gas  in  the  Gulf  of  Mexico, 
Canada  and  the  British  North  Sea. 
Murphy  Oil  currently  pumps  out 
about  99,000  barrels  of  oil  and  gas  a 
day,  but  many  of  its  fields  are  deplet- 
ing at  around  12%  per  year. 

Fortunately  for  Murphy  Oil's 
future,  in  the  early  1990s  Charles 
Murphy  invested  more  than  $400 
million  in  other  companies'  oil  proj- 
ects. Since  then  Deming  has  also 
procured  nearly  13  million  acres  of 
exploration  leases  on  which  to  drill. 
He  is  drilling  furiously.  He  has 
boosted  Murphy  Oil's  exploratory 
spending  to  $119  million  this  vcar, 
from  1995's  $83  million.  In  April 
Deming  spent  nearly  $12  million  on 
exploration  leases  in  the  Gulf  of 
Mexico. 

Already  new  discoveries — includ 
ing  one  in  the  waters  west  of  the 
U.K.'s  Shetland  Islands — will  likely 
add  some  20,000  bbl.  a  day  to  the 
company's  total  production,  boost- 
ing it  above  117,000  bbl.  a  day  by 
2000.  Other  promising  prospects 
are  in  China's  Bohai  Bay  and  the 
leanne  d'Arc  basin  off  Newfound- 
land's east  coast. 

"We're  back  to  the  drill  bit  mode 
of  growing,"  Deming  boasts. 

Though  the  family  ownership  of 
the  company  is  down  to  25%,  the 
family  still  calls  the  tunes.  His  kin- 
folk  chose  Claiborne  Deming  over 
Charles  Murphy's  son  Madison,  39, 
who  was  given  the  now  largely  cer- 
emonial title  of  chairman.  The 
implication  is  clear:  The  family 
firmly  backs  Claiborne's  radical 
restructuring. 

It  looks  as  if  they  made  a  smart 
choice.  Analysts  predict  that  Murphy 
Oil  will  earn  around  $90  million, 
nearly  $2  a  share,  this  year.  A  con- 
firming opinion  comes  from 
Stephen  Hurlev,  formerlv  a  top 
exploration  executive  at  Murphy  Oil 
and  now  president  of  Chieftain 
International,  another  independent 
oil  company.  "I  know  the  business, 
and  I  know  Claiborne,"  says  Hurley. 
"That's  why  I  haven't  sold  my 
Murphy  stock."  H 
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A  Century  of  Innovation 


ONE  COMPANY'S  ROLE  IN  THE  EVOLUTION  OF  THE  AUTOMOBILE 
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A  Century 
qf  Innovation 

ONE  COMPANY'S  ROLE  IN  THE  EVOLUTION 
OF  THE  AMERICAN  LOVE  AFFAIR 

BY     TONY  SWAN 

A century  has  passed  since  Charles  and  J.  Frank  Duryea  put 
their  original  Motor  Wagon  into  series  production  —  a  series  of  13 
—  and  thus  established  the  U.S.  automobile  industry.  Their  creations 
were  crude  and  fragile,  a  description  that  applied  to  most  early 
automobiles,  and  the  North  American  road  system  was  scarcely  worthy 
of  the  name. 
Nevertheless,  implicit  in  those 
primitive  horseless  carriages  was  a 
promise  that  fired  the  imaginations 
of  all  who  saw  them  —  the  dream 
of  unlimited  personal  mobility.  In 
theory,  at  least,  the  automobile's 
range  spanned  the  continent.  It 
could  go  just  about  anywhere. 
It  didn't  need  rails.  Within  its 
mechanical  limits,  it  wasn't  subject 
to  fatigue,  and  if  something  broke, 
it  could  be  repaired  rather  than  shot. 

As  mass-production  techniques 
improved  and  cars  became  available  to 
people  of  ordinary  means,  the  automobile 
was  quickly  and  sweepingly  integrated 
into  American  society  in  a  way  that  was 
uniquely  our  own.  It  changed  the  way 
we  live,  and  the  love  affair  still  burns 
bright  today. 

But  in  all  the  celebrations  of  the 
American  automotive  centennial,  one 
critical  element  has  been  largely  over- 
looked —  the  role  of  the  supplier  in  the 
evolution  of  the  automobile.  Even  in  the 
dawn  years,  an  automobile  was  a 


Called  "The  Little  Brown  Hen,"  this  plant  on 
Clarkwood  Road  in  Cleveland  was  the 
manufacturing  site  for  the  company's  first 
products.  Purchased  in  1901,  it  would  serve 
as  the  company's  headquarters  until  1941. 


complex  system,  an  orchestration  of 
components  that  had  to  come  from 
somewhere. 

Often  enough,  "somewhere"  proved 
to  be  a  component  supplier,  working  in 
concert  with  the  carmaker.  The  carmaker's 
engineers  specified  their  component 
needs,  and  it  was  up  to  the  supplier  to 
give  them  substance  as  well  as  quality. 
From  the  very  beginning,  this  established 
a  pattern  of  partnership  that  helped 
propel  the  automobile  from  the  realm 
of  novelty  to  true  practicality. 


And  over  the  years,  as  manufacturers 
have  moved  away  from  the  monolithic 
vertical  integration  favored  by  some 
pioneers  —  Henry  Ford's  vision  of  iron 
ore  coming  in  one  end  of  his  River 
Rouge  complex  and  Model  T's  emerging 
from  the  other  —  the  role  of  the  supplier] 
has  become  increasingly  important. 

The  company  that  was  to  become 
today's  TRW  was  just  one  of  many 
suppliers  in  the  early  years.  But  its 
ongoing  contributions  to  the  steadily 
advancing  state  of  the  automotive  art, 
combined  with  visionary  management 
and  diversified  technological  resources, 
have  made  this  company  a  leader  in  its 
field  today. 

Cap  Screws  and  Bullets 

Although  he  probably  wasn't  thinking 
about  historic  precedents,  Alexander 
Winton  was  one  of  the  first  to  recognize' 
the  contributions  an  outside  supplier 
could  make  to  an  automaker.  And  in  the 
process,  he  set  TRW  on  the  road  to  its 
automotive  future. 

In  1884,  Winton,  a  native  of 
Scotland,  came  to  Cleveland,  where  he 
became  a  successful  bicycle  manufactur- 
er. But  like  some  other  bicycle  makers 
—  Charles  Duryea,  for  example  —  he 
was  captivated  by  the  idea  of  a  self-pro- 
pelled buggy.  He  had  his  first  experi- 
mental car  running  in  1896  and  went 
into  the  automobile  business  a  year  later. 

While  Winton  was  feeling  his  way  in 
this  all-new  enterprise,  another  small 
firm  opened  its  doors  in  Cleveland. 
Established  in  1901,  the  Cleveland  Cap 
Screw  Company  initially  sailed  in  known 
manufacturing  waters  —  cap  screws, 
bolts  and  studs.  But  in  1904,  Charles 
Thompson,  a  Cleveland  Cap  Screw 


automotf^ 
Time  Line 


1896 

Duryea  Motor  Wagon:  first 
series-produced  auto- 
mobile in  the 
United  States 


1901 

TRW  predecessor  Cleveland  Cap 
Screw  Co.  established. 


,ER  PICTURES 


1897 

Alexander  Winton  organizes 
Winton  Motor  Carriage  Co. 
in  Cleveland. 


1904 

Cleveland  Cap  Screw 
introduces  first  two- 
piece  engine  valve 
production  process. 


welder,  approached  Winton  with  a  new 
idea  for  the  production  of  engine  valves. 

While  the  four-cycle  internal 
combustion  engine  owed  something  to 
steam  technology  —  expanding  gases 
driving  a  piston  inside  a  closed  cylinder 
—  the  valves  that  ensured 
proper  cylinder  sealing 
faced  a  unique  set  of 
requirements.  The  inside 
of  a  combustion  chamber 
is  an  extremely  hostile 
environment,  with  far 
higher  operating 
temperatures  than  a 
steam  engine,  as  well  as 
corrosive  combustion 
by-products. 

To  stand  up  to  such 
conditions,  engine  valves 
had  to  be  made  from 
pretty  stern  stuff.  As  a 
consequence,  most  were 
machined  from  cylindrical 
billet  stock,  a  process 
that  was  both  time- 
consuming  and  expensive. 

Like  so  many  break- 
through innovations, 
Thompsons  technique 
was  simple  but  brilliant. 
Instead  of  machining 
complete  valves  from  a  single  piece  of 
stock,  he  suggested  welding  the  forged 
heads  to  the  stems,  the  same  basic 
approach  his  company  used  in  cap  screw 
production.  The  benefits  were  obvious: 
less  material  used  per  valve  and  far  less 
time  consumed  in  production. 

Winton  instantly  perceived  the 
benefits  of  Thompson's  idea.  He  was 
so  impressed,  in  fact,  that  in  1905  he 
added  the  Cleveland  Cap  Screw 


Company  to  his  enterprises  as  a 
subsidiary.  Thompson's  valves  helped 
to  power  Winton's  Bullet  racing  cars 
to  glory,  and  the  Cleveland  Cap  Screw 
Company  became  the  Electric  Welding 
Company.  By  1908,  the  Electric 


of  engine  valves,  a  preeminence  TRW 
still  enjoys  today. 

Valves  on  High 

While  precision  and  durability  are 
important  traits  for  an  engine  valve, 

the  importance  of  those 
traits  is  magnified 
considerably  if  the 
engine  happens  to  be 
providing  power  for  an 
aircraft.  Under 
Thompson's  leadership, 
the  Steel  Products 
Company  moved  valve 
technology  another  step 
forward  in  1917  with 
the  introduction  of  the 
one-piece  forged  valve, 
improving  on  the  industry- 
leading  accuracy  of  its 
major  specialty  and  again 
reducing  production 
costs.  And  in  1921,  the 
company  introduced  the 
Silcrome  valve,  f 


TRW  applies  rigorous  quality  control  and  state-of-the-art 
manufacturing  systems  in  the  production  of  engine 
valves.  This  includes  heat  treating,  chroming  and 
inspection  operations. 


Welding  Company  valves  were  finding 
markets  beyond  Winton,  and  in  1915 
Thompson  acquired  the  firm  from 
Winton,  renaming  it  the  Steel  Products 
Company. 

While  that  was  auspicious  in  itself, 
the  company's  position  in  the  booming 
auto  industry  was  even  more  significant. 
In  the  short  span  of  a  decade, 
Thompson's  idea  had  helped  to  make 
his  company  America's  leading  supplier 


Making  valves  at  The  Little  Brown  Hen 
was  a  79-hour-a-week  job  in  the  early 
1900s.  The  company's  strategy  was  to 
engineer  and  manufacture  automobile 
valves  so  well  and  at  such  low  cost  that 
automakers  would  not  want  to  make 
their  own. 


1905 

Winton  Motor  acquires  Cleveland 
Cap  Screw  Co.,  which  becomes 
Electric  Welding  Co. 


1911 

Charles  Kettering  creates 
first  successful  electric 
self-starter  for  Cadillac. 


1908 

Ford  Motor  Co. 
introduces  the  Model  T. 


1912 

Standard  Oil  establishes  America's 
first  gas  station  in  Cincinnati. 


CULVER  PICTURES 


1913 

Ford  sets  up  the  first 
automotive  moving 
assembly  line. 

1915 

Electric  Welding  Co. 
becomes  nation's 
leading  producer  of 
engine  valves. 


Advertisement  4 


1917 

Electric  Welding,  renamed 
Steel  Products  Co.,  intro- 
duces first  one-piece  forged 
engine  valve. 


Frederick  C.  Crawford,  president  of  Thompson 
Products,  presents  the  Thompson  Trophy  at  the 
Cleveland  Air  Races  to  Roscoe  Tanner,  one  of 
several  daredevil  pilots  of  the  1920s  and  '30s 
who  captured  the  public's  imagination. 


from  a  silicon  and  chrome  steel  alloy 
that  delivered  exceptional  durability  — 
as  much  as  300  hours  of  continuous 
operation. 

Aircraft  engines  using  Silcrome  valves 
called  attention  to  the  company's 
products  in  a  way  that  automobiles 
couldn't  match.  It's  one  thing  to  drive 
from  coast  to  coast  without  valve 
problems.  It's  another  thing  entirely  to 
fly  the  same  distance  over  open  water. 
The  durability  benefits  of  the  technology 
came  into  worldwide  focus  when  a 
young  ex-airmail  pilot  flew  33  hours 
nonstop  from  Roosevelt  Field  on  New 
York's  Long  Island  to  Le  Bourget  Field 
in  Paris,  landing  on  May  21,  1927.  The 
Wright  Whirlwind  engine  in  Charles 
Lindbergh's  Spirit  of  St.  Louis  breathed 
through  Silcrome  valves,  produced  in 
the  little  company  that  Charles 
Thompson  had  helped  to  guide  to 
international  prominence. 

Not  long  before  Lindbergh's  famous 
flight,  the  Steel  Products  Company  had 
become  Thompson  Products,  Inc.  In 
addition  to  aircraft  use,  automotive 


aftermarket  demand  for 
Silcrome  valves  as  replacement 
parts  had  spawned  a  new 
Service  Division,  producing  not 
only  valves  but  also  a  variety  of 
engine  bolts  and  starting 
cranks.  Thompson  valves  were 
being  used  in  50  different 
brands  of  cars,  trucks  and  even 
tractors,  and  by  1929 
Thompson  Products'  annual 
sales  had  climbed  to  $1 1 .7 
million,  a  heady  figure  for 
the  day. 

To  further  dramatize  its  role 
in  precision  manufacturing, 
and  an  emerging  matrix  of  aeronautical 
and  automotive  engineering  know-how, 
Thompson  established  the  Cleveland 
Air  Races  featuring  world-famous  pilots 
like  Roscoe  Turner  and  Congressional 
Medal  of  Honor  winner  Jimmy 
Doolittle  (who  later  became  a  TRW 
director)  racing  performance 
aircraft  around  pylons. 

The  races  served  their  intended 
purpose  and  also  lent  a  measure  of  brio 
and  diversion  to  the  otherwise  bleak 
landscape  of  the  '30s.  But  as  the  Great 
Depression  took  its  inevitable  toll  on 
the  auto  manufacturing  community,  it 
became  clear  that  fresh  management 
approaches  were  required  if  Thompson 
Products  were  to  survive. 

Visionary  Management 

When  Charles  Thompson  died  in 
1933,  the  presidential  baton  passed  to 
Frederick  C.  Crawford,  by  that  time  a 
17-year  veteran  with  the  company.  A 
Harvard  graduate,  Crawford  possessed 
an  appreciation  for  the  plight  of  the 
working  man  that  was  exceptionally 
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Steel  Products  Co.  creates 
high-durability  silicon-chrome 
steel  (£     'ime)  valve. 


rare  in  the  '30s.  In  an  era  of  uncertain- 
ty, unrest  and  strikes,  Crawford  blazed 
new  trails  in  labor  relations,  including 
weekly  "one-in-five"  meetings.  Every 
week,  one  of  every  five  workers  was 
invited  —  on  a  random  basis  —  to  sit 
down  with  top  managers  and  discuss 
ideas  for  improvements  and/or  air 
grievances  in  an  open  forum. 

The  idea  of  eliminating  the  traditional 
"us  and  them"  boundaries  between 
management  and  hourly  workers  was 
novel  and  effective.  During  Crawford's 
long  tenure  —  president  from  1933  to 
1953,  chairman  1953  to  1958  — 
Thompson  Products  was  never  shut 
down  by  a  strike.  Similar  types  of 
employee  meetings  continue  to  this  day. 

Crawford's  management  vision 
extended  beyond  employee  relations. 
As  it  became  increasingly  clear  that  the 

TRW  uses  robotics  and  other  automated 
production  techniques  to  produce  world- 
class  vehicle  electronics  such  as  these 
remote  keyless  entry  systems.  The 
company  is  a  leading  supplier  of  these 
and  other  convenience  electronics. 


1926 

Steel  Products  Co. 
renamed  Thompson 
Products,  Inc.,  in 
honor  of  Charles 
E.  Thompson. 


1928 

Cadillac  develops  synchro- 
mesh  transmission  and 
modern  safety  glass. 

1932 

Ford  introduces  first 
low-cost  V8  engine. 


Depression  auto  industry  couldn't 
sustain  Thompson  Products,  Crawford 
instituted  diversification  measures, 
including  increased  participation  in  the 
still  growing  field  of  aviation  as  well  as 
other  products  and  businesses. 

Thanks  to  Crawford's  stewardship, 
Thompson  Products  emerged  from  the 
Depression  in  good  corporate  health, 
although  Crawford's  greatest  contribution 
still  lay  in  the  future. 

War  and  Recovery 

As  World  War  II  descended  on  Europe 
and  the  Far  East,  Thompson  Products 
advanced  the  state  of  the  art  in  its 
historic  engineering  specialty  yet  again, 
introducing  the  sodium-filled  engine 
valve.  With  a  sodium  core,  the  new 
valves  had  much  better  heat  dissipation 
properties  than  conventional  valves,  a 
critical  plus  for  the  high-output 
supercharged  piston  engines  employed 
in  WWII  aircraft. 

While  sodium-filled  valves  were  too 
exotic  and  costly  for  ordinary  passenger 
car  applications,  they  did  find  their  way 
into  racing  machines,  where  they're  still 
used  today. 

But  passenger  and  racing  car 
considerations  weren't  an  auto  industry 
concern  when  America  entered  the  war. 
Overnight,  factories  in  Detroit,  Toledo 
and  Cleveland  switched  from  manufac- 
turing automobiles  to  tanks,  military 
trucks,  Jeeps  and  bombers.  Like  other 
companies  engaged  in  the  production 
of  precision  engine  hardware, 
Thompson  Products  rose  to  the 
challenge,  creating  Thompson  Aircraft 
Products  Company  —  or  Tapco  —  to 
handle  the  flood  of  military  orders.  By 
1943,  Tapco  employed  16,000  and  was 


operating  nonstop,  seven  days  a  week. 

At  a  terrible  cost,  WWII  brought 
the  American  economy  —  and  its 
automobile  industry  —  back  to  life. 
Thompson  Products  sales  in  1946  tal- 
lied in  at  $64  million,  a  figure  that  had 
almost  doubled  by  1950.  And  by  the 
end  of  the  Korean  War  in  1953,  a 
conflict  that  again  harnessed  Thompson 
resources  to  military  production, 
corporate  sales  had  soared  to  $327 
million. 

Aerospace  and  Systems 
Engineering 

As  the  United  States  rolled  through 
the  late  '40s  and  the  '50s,  the  American 
automotive  love  affair  flowered  anew, 
exceeding  industry  sales  records  set  in 
the  late  '20s.  After  the  automotive 
drought  of  WWII  and  the  return  to  the 
market  of  millions  of  young  service 
men  and  women,  demand  exceeded 
supply  for  years.  There  were  more  and 
better  roads  to  drive,  and  the  advent  of 
the  interstate  highway  system  in  1956 
—  plus  weekly  invitations  by  singer 
Dinah  Shore  —  lured  more  and  more 
Americans  out  to  "see  the  USA." 

Automobiles  became  more  comfortable 
and  easier  to  drive,  thanks  to  innovations 
like  the  automatic  transmission  and 
power  steering.  Thompson  Products 
was  on  hand  to  help  pioneer  power 
steering,  first  introduced  by  Chrysler  in 
1951  and  quickly  adopted  by  the  rest  of 
the  domestic  industry  over  the  next  few 
years.  By  1952,  Thompson  had  become 
the  first  company  to  mass-produce 
automobile  power  steering  systems, 
and  followed  that  up  with  the  first 
automotive  ball  joint  suspension 
systems  in  1953. 


The  world's  leading  producer  of  rack-and- 
psnion  steering  gears,  TRW  is  developing 
electrically  assisted  steering  systems 
that  reduce  fuel  costs,  provide  significant 
energy  savings,  and  allow  automakers  to 
program  the  amount  of  steering  effort. 

With  these  two  innovations,  it 
became  clear  to  Detroit  that 
Thompson's  focus  embraced  much 
more  than  engine  valve  trains.  The 
company  had  pioneered  ways  to 
deliver  complete  subsystems  to  the 
manufacturers,  simultaneously  reducing 
cost  and  adding  value  to  the  finished 
product,  goals  that  have  epitomized  the 
company's  approach  to  new  projects 
ever  since. 

Cars  were  also  becoming  increasingly 
powerful.  The  big  overhead  valve 
American  V8  became  the  American 
standard  of  excellence,  and  in  the  late 
'50s  the  industry  launched  itself  into 
the  unrestrained  age  of  fins,  chrome 
and  rainbow  color  schemes,  an  era  that 
in  some  ways  marked  the  ultimate 
expression  of  our  unique  national 
romance  with  the  automobile. 

Those  fins  represented  something 
else,  as  well.  Our  collective  imagination 
was  captured  by  the  emergence  of  what 
we  would  later  call  the  aerospace 


1936 

Delco  introduces 
first  in-dash  car 
radios. 


1937 

GM  introduces 
the  automatic 
transmission  at 
Buick  and 
Oldsmobile. 


1938 

Buick  pioneers  first 
electric  turn  signals. 


1940 

Willys-Overland 
develops  the 
World  War  II  Jeep. 


1939 

Packard  introduces  first 
auto  air  conditioning  system. 
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industry.  Sound  ceased  to  be  an  airspeed 
barrier,  and  space  flight  beckoned. 

Fred  Crawford  also  had  his  eye  on 
the  new  frontiers  in  the  sky.  And  when 
the  Korean  War  ended  in  1953,  he 
decided  to  make  sure  that  his  company 
would  be  involved  in  the  space  race. 
Crawford  moved  to  put  corporate 
financial  resources  behind  a  small  new 
California  company,  founded  by  a  pair 
of  young  Cal  Tech  engineers  —  Simon 
Ramo  and  Dean  Wooldridge  —  who 
had  made  their  mark  devel- 
oping missiles  and  electronic 
firing  systems  for  the 
Hughes  Aircraft  Company 
in  California. 

Thanks  in  large  measure 
to  the  backing  of 
Thompson  Products,  the 
new  Ramo-Wooldridge 
Corporation  quickly 
became  a  major  defense 
contractor,  specializing  in 
the  intercontinental  ballistic 
missile  programs  that  gave 
the  United  States  critical 
deterrent  capability 
throughout  the  Cold  War. 

In  1958,  Ramo- 
Wooldridge  merged  with 
Thompson  Products, 
creating  Thompson-Ramo- 
Wooldridge.  The  company  name  was 
shortened  to  TRW  Inc.  in  1965.  The 
new  corporation  had  acquired  an 
aerospace  dimension  that  would 
ultimately  help  to  put  men  on  the 
moon  through  a  TRW  lunar  descent 
engine,  one  of  eight  elements  of  the 
Apollo  program  that  involved  TRW. 

But  from  an  automotive  point  of 
view,  the  merger  of  Thompson  Products 


and  Ramo-Wooldridge  yielded  another 
important  benefit.  Ramo  and 
Wooldridge  pioneered  a  new  discipline 
called  systems  engineering,  conceived  to 
help  ensure  that  all  elements  of  complex 
mechanical  and  electromechanical 
systems  were  designed  to  work  together 
in  harmony.  -Systems  engineering  entails 
more  than  design  of  the  various  parts 
and  pieces;  it  also  includes  planning  for 
the  integration  of  subsystems  into  the 
finished  product. 


Computer-aided  design  systems,  such  as  the  one  being  used  to  develop  an 
integrated  child-restraint  system,  are  employed  throughout  TRW  to  reduce 
development  time,  control  costs  and  improve  manufacturability. 


Examples  of  the  TRW  systems 
engineering  and  integration  discipline 
today  can  be  seen  in  automotive  occupant 
restraint  systems,  steering  systems  and 
electronic  systems,  each  designed  for 
specific  vehicle  applications. 

TRW's  automotive- aerospace  matrix 
also  led  to  creative  cross-fertilization 
between  the  two,  particularly  as 
America  entered  the  computer  age. 


Computer-generated  algorithms 
enhanced  the  development  of  crash 
sensors  and  propellants,  key  elements  of 
air  bag  technology.  They  also  contributed 
to  the  development  of  electric  steering 
systems.  In  1960,  TRW  became  the 
first  U.S.  company  to  produce  a  rack- 
and-pinion  steering  system  and  has 
continued  to  advance  steering  system 
technology  ever  since.  Today,  it  is  the 
world's  largest  producer  of  power  rack- 
and-pinion  steering  gears. 

The  Safety 
Revolution 

Through  most  of  its  first 
century,  automotive  safety 
was  not  the  highest  priority 
for  most  car  buyers. 
Improvements  like  electric 
self-starting  delivered 
prospective  owners  from 
the  sprains  and  fractures 
that  went  with  hand- 
cranking,  safety  glass 
helped  remove  at  least  one 
peril  from  collisions,  and 
interior  padding,  which 
began  to  appear  during 
the  '50s,  lent  additional 
occupant  protection  in 
minor  crashes. 

But  during  the  '60s  and 
'70s,  concern  for  safety  measures 
changed  dramatically,  and  they're  a 
major  priority  today.  Starting  in  the 
mid-1980s,  TRW  was  at  the  forefront 
in  the  development  of  two  major  safety 
features  found  in  every  car  sold  in  the 
United  States  today  —  seat  belts  and 
front  air  bags  —  and  continues  to  lead 
the  industry  in  ongoing  development. 
TRW  is  also  a  leader  in  developing 
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Thompson  Products 
pioneers  heat-dissipc tfang 
sodium-filled  valves. 


1953 

Thompson  Products  introduces 
ball  joint  suspension  system. 


1952 

Thompson  Products 
becomes  first  mass- 
producer  of  power 
steering  systems. 


1954 

BF  Goodrich  develops 
the  tubeless  tire, 
introduced  by  Packard. 
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1958 

Thompson  Products 
merges  with  Ramo- 
Wooldridge,  later  to 
be  known  as  TRW. 


safety  features  designed  to  enhance  a 
driver's  ability  to  avert  an  accident.  In 
addition  to  steering  systems,  these 
include  vehicle  radar  for  intelligent  cruise 
control  and  changing  lanes  more  safely. 

TRW  Today 

Obviously,  the  automobile  has  come  a 
long  way  in  100  years,  and  TRW  has 
come  even  further.  The  company  that 
Alexander  Winton  and  Charles 
Thompson  helped  to  make  the  country's 
foremost  source  of  engine 
valves  is  still  the  industry's 
leading  supplier  of  valves, 
but  Winton  and 
Thompson  would  certainly 
be  astounded  by  the 
worldwide  breadth  of 
the  company's  other 
automotive  activities. 

In  addition  to  ongoing 
research  and  development 
in  valve  trains,  TRW  is  a 
top  developer  and  supplier 
of  occupant  restraint 
systems,  steering  systems, 
engine  components  and 
certain  vehicle  electronics. 
TRWs  automotive  elec- 
tronics expertise  covers  a 
broad  spectrum  and 
includes  single-point  front 
and  side-impact  air  bag 
crash  sensors,  advanced  theft-deterrent 
systems,  overhead  consoles  and 
integrated  rear  window  antennas, 
remote  keyless  entry  systems,  switch 
and  control  systems  and  electrically 
assisted  steering  systems. 

Increasing  electronic  sophistication  is 
a  prime  example  of  technology  transfer 
from  TRWs  aerospace  and  defense 


operations.  The  effort  has  been  an 
intense  and  full-time  business  at  the 
company's  Center  for  Automotive 
Technology  in  California  since  its 
establishment  in  1989.  The  goals  are 
complex  —  orchestrating  safety  with 
comfort  and  convenience,  as  well  as 
advancing  the  state  of  the  art. 

The  role  of  the  supplier  in  the  industry 
is  becoming  equally  complex.  As  a 
descriptive  term,  the  word  "supplier" 
no  longer  fully  embraces  a  supplier's 


TRWs  development  of  side-impact  air  bag  systems  at  the  company's 
Washington,  Michigan,  facility.  TRW  sees  side-impact  air  bag  systems 
as  a  key  growth  area.  The  company  is  developing  thorax,  pelvis 
and  head  side  air  bags  designed  for  easy  packaging  into  the  seat, 
door  or  roof  rail. 


relationship  with  a  manufacturer. 
TRWs  relationships  with  the  various 
manufacturers  it  serves  are  developing 
into  partnerships,  with  exchanges  of 
information,  goals  and  responsibilities. 
As  a  result,  the  components  that  come 
from  TRW  increasingly  take  the  shape 
of  complete  systems.  This  gives  the 
company  ever-widening  responsibility 


to  improve  efficiency,  enhance  perfor- 
mance and  reduce  costs  by  applying 
systems  engineering  and  integration 
techniques  as  well  as  fresh  approaches 
to  manufacturing  and  installability. 

Beyond  that,  the  scope  of  TRW 
automotive  operations  has  become  truly 
global.  In  addition  to  long-established 
partnerships  with  European  manufac- 
turers, TRW,  under  Chairman  Joseph  T. 
Gorman,  was  among  the  very  first  U.S. 
automotive  suppliers  to  develop 
relationships  with 
Japanese  automakers. 
It  is  also  opening  doors  in 
the  potentially  vast 
Chinese  market  as  well  as 
elsewhere  in  Asia. 
TRWs  global  capabilities 

—  currently  114  facilities 
in  22  countries,  serving  all 
major  auto  manufacturers 

—  position  the  company 
well  in  today's  worldwide 
automotive  industry. 

TRW  Tomorrow 

A  28-year  TRW  veteran, 
Chairman  Joe  Gorman 
has  helped  make  TRW, 
with  its  worldwide 
subsidiaries,  the  largest 
independent  automotive 
supplier  in  North  America 
and  the  fourth  largest  independent 
supplier  in  the  world.  Much  of  that 
success  has  been  the  result  of  strategic 
global  thinking. 

Building  on  its  historic  base  in  North 
America  and  strong  presence  in 
Western  Europe,  the  company  is 
continuing  to  expand  in  places  like 
France,  Italy  and  the  United  Kingdom. 


1960 

TRW  pioneers 

rack-and-pinion 

steering. 


1974 

GM  offers  first  air  bags  in 
1974-76  Buicks,  Oldsmobiles 
and  Cadillacs. 


1969 

TRW  builds  the  Apollo  11 
lunar  lander  engine. 


1982 

Honda  opens  U.S. 
manufacturing 
facility  in 
Marysville,  Ohio. 


1986 

TRW  undertakes 
valve  train  system 
engineering  for  GM 
Quad  4  engine. 
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But  the  worldwide  vehicle  industry  is 
moving  in  other  directions,  and  TRW 
has  made  a  determined  effort  to  be 
where  its  customers  need  it.  The 
company's  global  product-line 
management  sttategy  (i.e.,  steering  gears 
produced  in  Virginia  can  be  shipped  to 
Diisseldorf  for  final  assembly  and 
shipment  to  European  customers)  has 
enhanced  customer  satisfaction  and 
allowed  the  company  to  weather  local 
economic  storms  and  grow  in  areas 
where  automakers  see  the  next  big 
waves  of  vehicle  production. 

As  a  result,  TRW  has  made  inroads 
into  Eastern  Europe,  notably  in  Poland 
and  the  Czech  Republic,  developed 
growing  strength  in  Latin  America, 
including  Mexico  and  Brazil,  and 
launched  initiatives  to  penetrate  such 
emerging  markets  as  China,  India, 
Thailand,  South  Africa,  Taiwan  and 
Turkey.  In  sum,  TRWs  strategically 
located  facilities,  global  teach-local 
touch  philosophy  and  worldwide 
engineering  and  research  centers  give 
it  a  competitive  edge  in  a  demanding 
international  industry. 

China,  as  one  of  the  world's  most 
important  developing  markets,  has  been 
part  of  TRWs  global  strategy.  Gorman 
stresses  the  importance  of  China  in  the 
world  economic  picture.  "It  is  unthink- 
able not  to  have  both  the  economic 
intetests  of  China  and  the  geopolitical 
interests  of  China  aligned  with  those  of 
the  United  States  —  all  of  North 
Ametica,  indeed  —  and  of  Europe,"  he 
said  in  a  June  1994  conference  in 
Norfolk,  Virginia.  "China  will  be  the 
largest  economic  power  on  earth  at 
some  point  in  time.  The  gross  domestic 
product  per  person  doesn't  have  to  be 


that  large  ultimately  to  surpass  the 
United  States  and  Japan.  It's  critically 
important  that  we  have  our  interests 
aligned  economically." 

Gorman  applied  a  similar  view  in 
tackling  the  previously  impenetrable 
Japanese  automotive  supply  market  in 
the  early  '80s;  one  of  his  first  major 
objectives  when  he  became  TRWs 
president  in  1985. 

"I  said,  'We've  got  it  backwards 
here,'"  Gorman  recalls.  "Were  trying 
to  penetrate  in  Japan.  We  need  to  find 
ways  to  penettate  in  North  America 
and  then  in  Japan." 

Honda's  extensive  U.S.  manufacturing 
facility  in  nearby  Marysville,  Ohio,  was 
a  first  effort,  followed  by  Toyota's 
extensive  operation  in  Georgetown, 
Kentucky.  The  sttategy  paid  off.  TRWs 
sales  to  Japanese  manufacturers, 
through  U.S.  transplant  operations, 
totaled  $70  million  in  1985.  In  1995, 
with  strategic  alliances  in  Japanese 
domestic  manufactuting  operations  as 
well  as  in  U.S.  transplants,  sales  to 
Japanese  customers  had  expanded  more 
than  tenfold.  In  1997,  approximately 
85  percent  of  platforms  bearing  a 
Japanese  nameplate  are  expected  to  have 
a  TRW  steering  system.  Another  measure 
of  the  company's  strategic  vision:  TRW 
is  a  leading  supplier  of  crash  sensors 
installed  in  Japanese  automobiles, 
including  Japanese  domestic  production. 

In  addition  to  new  markets,  the  new 
century  should  also  see  more  exciting 
TRW  innovations.  These  include: 
•  "Smart"  restraint  systems  with 
occupant  sensing  capabilities  that 
help  tailor  air  bag  deployment  to  the 
particular  crash  condition  and 
occupant  charactetistics. 


•  Side  air  bags  for  head,  thorax  and 
pelvis  protection. 

•  An  active  roll  control  system  that 
combines  electronics  and  hydraulics  to 
provide  improved  cornering  without 
sacrificing  a  comfortable  ride  on  the 
straightaway. 

•  Compact  electrically  assisted  steering 
systems  that  reduce  installation  time, 
improve  fuel  economy  and  provide 
significant  energy  savings. 

•  Vehicle  proximity  warning  systems 
to  alert  drivers  to  potential  crash 
situations. 

•  Transportation  management  systems 
to  help  combat  urban  gridlock. 
Although  the  American  automobile  is 

1 00  years  old,  from  the  perspective  of 
the  new  age  in  electronics,  it's  just 
getting  going.  And  TRW  will  be  thete 
to  help  keep  it  going  —  wherever 
"there"  may  be.  ■ 


TRW  Chairman  Joseph  T.  Gorman,  principal 
architect  of  the  company's  global  growth 
strategy 


1987 

TRW  develops 
first  seat  belt 
pretensioners. 


1 

TRW  tieveiops  first  original-equipment 
key  -~.s  remote  entry  system. 


1989 

TRW  delivers  first  complete 
front  air  bag  system  with 
integrated  sensor. 

1994 

TRW  patents  and 
produces  first  gas- 
inflated  air  bag. 


1995 

TRW  engine  valve  production 
tops  300  million  units. 

1996 

TRW  produces  first 
single-source  occupant 
restraint  system. 


EDITED  DY  NINA  MUNK 


A  cosmetics  company  that  doesn't  advertise.  A  chief 
executive  who  doesn't  like  to  talk  about  numbers. 
Yet  Kiehl's  is  an  amazing  success. 

A  company 
with  attitude 


By  Carleen  Hawn 

Kiehl's  Since  1851  sells  herbal 
cleansers,  facial  scrubs,  toners  and 
moisturizers  to  posh  department 
stores,  models  and  movie  stars.  This  is 
high-end  stuff.  Kiehl's  Creme  de 


Corps  moisturizer  fetches  $68.50 
retail  for  32  ounces.  But  this  isn't  your 
ordinary  cosmetics  line.  Kiehl's  prod- 
ucts boast  ingredients  like  Chinese 
flowers,  alpine  herbs,  even  marshmal- 


Chief  Executive  Jami  Morse  von  Heidegger  and  husband,  Klaus  von  Heidegger,  in  Kiehl's  cluttered  head  office 
"I  don't  want  to  hear  about  money  because  it  limits  my  vision." 


low.  Kiehl's  French  Rose  Water  Tonic 
features  floating  red  rose  petals.  Pack- 
aging is  no-nonsense:  simple  plastic 
bottles  with  little  red  spouts  and  me- 
dicinal white  labels. 

Get  the  message?  You're  paying  for 
expensive  ingredients,  not  expensive 
bottles.  Everything  about  Kiehl's  is 
designed  to  give  the  impression  that 
the  money  goes  into  the  product,  not 
into  the  fluff.  Headquarters  are  in  an 
apothecary  in  Manhattan's  East 
Village.  The  dimly  lit  sales  floor  is 
cluttered  with  old-fashioned  glass 
showcases  stacked  with  bottles  of 
Kiehl's  Ladies  'Mahvelous  Legs' 
Shave  Cream  and  Rare -Earth 
Oatmeal  Milk  Cleanser  #1 .  Scents  of 
patchouli,  coriander  and  musk  oil 
waft  through  the  room. 

How's  business?  The  question 
hangs  in  the  dusty  air 
like  a  dirty  word 
uttered  in  a  church.  "I 
never  look  at  the  num- 
bers," responds  Kiehl's 
chief  executive,  Jami 
Morse  von  Heidegger. 
Shrouded  head  to  toe 
in  black,  Morse,  35, 
tosses  her  waist-length 
raven  hair  and 
announces:  "I  don't 
want  to  hear  [about 
money]  because  it 
limits  my  vision." 

A  former  aerobics 
instructor  who  wears 
3-pound  weights  on 
her  wrists  and  ankles 
to  keep  her  rail-thin  6- 
foot  frame  in  shape, 
Morse  doesn't  let  such 
lofty  sentiments  get  in 
the  way  of  making  a 
lot  of  money.  Some 
15%  of  Kiehl's  sales  are 
made  in  its  little  Man- 
hattan storefront,  but 
mostly  Kiehl's  prod- 
ucts are  sold  in  the 
world's  most  exclusive 
department  stores: 
Saks  Fifth  Avenue, 
Neiman  Marcus,  Fred 
Segal,  London's  Har- 
rods,  Germany's  Walk- 
enhorst  Perfumery 
and  Barneys  New 
York,  where  Kiehl's  is 
the  top-selling  cosmet- 
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With  our  policyholders,  we  are  engaged  in  a  great  mutual  enterprise  it  is  great  because  it  seeks  to  prevent  crippling  iniuries  and  death  by  re» 


American  workers  lose  some  20  million  work  days  every  year  because  of  low  back  pair! 
As  the  country's  leading  provider  of  workers  compensation  insurance  and  services,  Liberty 
Mutual  is  committed  to  reducing  the  impact  of  low  back  pain.  So  someone  like  Joe  won't  mis 
work,  or  the  occasional  piggyback  ride  with  daughter  Lisa.  At  Liberty  Mutual's  Research  Cente 
for  Safety  and  Health,  we  analyze  how  variations  in  one's  height,  age,  bending  habits  —  even 
the  time  of  day  he  or  she  bends  most  -  can  affect  the  probability  and  severity  of  low  back  pai 
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S  OF  HOME.  HIGHWAY  AND  WORK  ACCIDENTS.  IT  IS  GREAT  BECAUSE  IT  DEALS  IN  THE  RELIEF  OF  PAIN  AND  SORROW  AND  FEAR  AND  LOSS.  IT  IS  GREAT  BECAUSE  IT 


ur  research  has  led  to  innovative  products  like  ComputaskT  a  software  program  our 
msultants  use  to  evaluate  workplace  tasks  and  recommend  ways  to  reduce  the  occur- 
nce  and  cost  of  back  injuries.  By  understanding  low  back  pain,  and  helping  prevent  it, 
ere  ensuring  that  folks  like  Joe  and  Lisa  Mattingly  live  safer,  more  secure  lives.   £?  — 


There',)  more  information  we'd  like  to  share.  So  please  call  John  Ryan 


LIBERTY; 

mutual; 


(617) 574-5842  or  vifit  our  website  at  http://www.lihertymutual.com     ^e  jreeJom  of  LiherV^ 
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Kiehl's  no-nonsense  products 

Each  bottle  costs  less  than  a  dollar. 


ics  line.  The  business  is  highly  prof- 
itable because,  unlike  nearly  all  cos- 
metics companies,  Kiehl's  doesn't 
spend  much  on  advertising.  Analysts 
figure  Estee  Lauder  last  year  spent 
29%  of  revenues  on  ads  and  promo- 
tions, but  Kiehl's  gets  its  for  free  in 
the  form  of  publicity  in  magazines  like 
Vogue  and  GQ,  whose  editors  love  its 
New  Ageiness.  And  while  Estee 
Lauder  spends  several  hundred  thou- 
sand dollars  just  to  cast  the  molds  for 
fancy  opaque  glass  jars  used  to  pack- 
age some  of  its  products,  Kiehl's  plas- 
tic stock  bottles  cost  the  company 
between  18  and  72  cents  each.  "Our 
customers  want  more  than  just  effec- 
tive products.  They  want  the  truth," 
is  the  way  Morse  expresses  it. 

When  it  comes  to  prices,  however, 
Kiehl's  holds  its  own:  The  Calendula 
Herbal  Extract  Toner  is  $57.75  for  16 
ounces.  Allan  Mottus,  a  cosmetics 
consultant,  figures  Kiehl's  pretax 
profit  margins  could  be  as  high  as 
40% — three  times  the  margin  for  such 
other  "niche"  cosmetics  manufactur- 
ers as  the  Body  Shop.  This  little  busi- 
ness probably  net^  its  owners  in  the 


Kiehl's  East  Village  apothecary 
Ugly,  but  effective. 


vicinity  of  $16  million  a  year  pretax. 

There's  even  an  authentic  history 
to  go  with  the  stuff.  Founded  as  an 
apothecary  in  1851  by  John  Kiehl, 
Kiehl's  sold  medicinal  ointments, 
remedies  for  baldness,  virility  creams 
and  a  get-rich  essence  called  Money 
Drawing  Oil.  In  1921  Jami  Morse's 
grandfather,  Irving  Morse,  a  Russian- 
born  pharmacologist,  bought  Kiehl's 
and  turned  it  into  a  full-service  phar- 
macy. Another  30  years  passed  and 
li  ving's  son,  Aaron,  took  over,  turn- 


ing Kiehl's  into  a  cosmetics  company. 

Aaron  Morse  developed  many  of 
the  products  that  today  are  bestsellers, 
including  Kiehl's  Blue  Astringent  acne 
treatment  and  Creme  with  Silk 
Groom  for  hair.  A  man  with  a  sharp 
eye  for  marketing,  Aaron  developed  a 
Kiehl's  hair  conditioner  for  a  famous 
Hollywood  hairstylist.  He  custom- 
mixed  creams  and  lipsticks  for  clients. 
He  enthusiastically  handed  out  free 
samples  and  even  maintained  a  white 
limousine  on  call  to  ferry  shoppers 
home.  To  lend  authenticity  to  his 
products,  he  handwrote  labels. 
Celebrities  like  Lauren  Hutton  and 
Cher  soon  found  his  shop,  but  despite 
requests  from  department  stores, 
Aaron  refused  to  expand  far  beyond 
his  little  Manhattan  storefront.  He 
agreed  eventually  to  sell  product  to 
Barneys  New  York,  but  only  because 
he  knew  the  store's  owner,  Barney 
Pressman.  Neiman  Marcus  became  an 
account  largely  because  its  chief  exec- 
utive played  tennis  with  Aaron. 

Jami  Morse,  a  Harvard  dropout, 
was  more  ambitious  than  her  father. 
In  1988  Aaron's  health  began  to  fail, 
and  Morse,  then  27,  and  her  Austri- 
an-born husband,  Klaus  von  Heideg- 
ger, took  over.  Until  Aaron's  death  in 
April  1995,  his  daughter  and  son-in- 
law  had  to  fight  him  over  every 
expansion  move. 

Morse  turned  out  to  be  an  astute 
businesswoman.  Since  1988  Kiehl's 
revenues  have  grown  more  than  four- 
fold and  now  stand  at  an  estimated 
$40  million  (wholesale)  a  year.  The 
quaint,  hand-processed  mail-order 
business  has  been  computerized. 
Where  orders  used  to  take  a  week  to 
fill,  they  are  now  shipped  out  the 
same  day.  Kiehl's  now  services  more 
than  250  accounts  in  11  countries. 
Morse  and  Heidegger,  a  former 
downhill  racing  champion,  have  intro- 
duced a  line  of  baby  products  in 
honor  of  their  baby  girl  and  a  line  of 
shampoos  and  muscle  rubs  for  ath- 
letes. They've  placed  greater  empha- 
sis on  wooing  men,  who  now  make 
up  40%  of  Kiehl's  client  base.  A  $2.5 
million  fully  computerized  40,000- 
square-foot  factory  in  Caldwell,  N.J. 
ships  out  some  40,000  bottles  a  week. 

Morse  insists  she  has  no  intention 
of  selling  out  or  going  public.  Says 
she:  "I  want  Kiehl's  to  be  around  for 
my  daughter  to  manage."  H 
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3UR  CEMENT  BUILT  THE  BRIDGE. 


Cement  can  do  more  than  build  bridges,  it  can 


open  borders.  And  at  a  growing  number  of 


building  projects,  Cemex  is  the  cement  of 


choice.  With  operations  in  23  countries  and 


trade  relations  with  60  countries,  Cemex 


combines 


AIM  OBSTACLE  WAS  CROSSED. 


the  use  of  the  latest  production  technology 


with  an  efficient,  environmentally  sound 


approach  to  meet  the  needs  of  customers 


everywhere.  Because  we're  not  just  building 


bridges,  we're  building  a  better  world.  To 


learn  more,  call 


AIMD  A  BOUNDARY  DISAPPEARED 


52(8)  328-3290.  Or  visit  our  web  site  at 


http://www.cemex.com. 


/A 


XXCEmEX 

THE    WORLD'S    CEMENT  COMPANY 


Building  a  Better  World. 


Jumping  off  the  corporate  career  ladder,  Irwin  Simon 
built  a  good-size  company  with  an  unusual  strategy. 

The  slipstream 

strategy 


By  Scott  Woolley 


After  interviewing  for  a  top  mar- 
keting spot  with  PepsiCo's  Frito-Lay 
division  in  1992,  Irwin  Simon  was 
hit  by  a  wave  of  nausea.  Had  the 
interview  gone  badly?  No,  it  had 
gone  rather  too  well.  It  looked  as  if 
he  might  get  the  job. 

But  that  rumbling  stomach  told 
him  he  didn't  want  it.  "I  spent  15 
years  kissing  ass,"  the  irreverent 
Simon  says  of  his  marketing  stints 
with  Haagen-Dazs,  Pillsbury  and 
Slim-Fast.  "And  I  learned  three 
things:  Corporate  life  is  not  for  me; 


Hain  Food  Group  Chief  Executive  Irwin  Simon 
Taking  a  bite  out  of  the  competition. 
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ivery  year,  buyers  the  world  over  acquire  new  and  used 
vehicles  with  financing  from  General  Motors 
Acceptance  Corporation  (GMAC).  Recently,  when 
aMAC  wanted  to  raise  capital,  they  chose  a  team  from 
JBS  Securities  to  lead  manage  a  $300  million  U.S. 
lomestic  debt  issue.  They  valued  our  advice  on  the 


'urUBS 
team  of  debt 
capital  markets 
professionals  helps 
fuel  GMAC. 


issue's  size,  timing,  structure,  maturity  and  pricing. 
UBS'  placement  power  with  U.S.  institutional  investors, 
as  well  as  the  firm's  expertise  in  coordinating  the  efforts 
of  other  leading  financial  institutions,  combined 
to  make  this  issue  a  success.  If  your  company  needs  to 
add  financial  horsepower,  put  UBS  on  your  team. 


Union  Bank 
of  Switzerland 


nion  Bank  of  Switzerland,  299  Park  Avenue.  New  York.  NY  10171  Telephone  (212)  821-3000.  Other  offices  in  North  America:  Chicago.  Houston.  Los  Angeles,  Sin  Ftineisco.  Toronto,  Montreal  UBS  Secutitiet  LLC  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland. 
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brand  equity  is  incredibly  valuable; 
jnd  the  major  food  companies  drop 
pretty  big  crumbs." 

Simon,  then  33,  decided  to  pick 
up  some  of  the  crumbs.  Less  than 
four  years  after  the  Frito-Lay  inter- 
view, Simon's  Uniondale,  N.Y.- 
bascd  Hain  Food  Group,  Inc.  owns 
250  food  products  and  grossed  $69 
million  in  the  last  fiscal  year. 

Grocery  products  are  in  Simon's 
blood.  As  a  kid,  he  worked  after 
school  and  during  summers  at  his 
dad's  grocery  in  tiny  Glace  Bay, 
Nova  Scotia.  With  a  marketing 
degree  from  St.  Mary's  University  in 
Halifax,  Simon  moved  to  the  U.S., 
ending  up  as  head  of  marketing  and 
sales  for  Slim-Fast.  The  Frito-Lay 
job  would  have  been  the  next  step 
up  the  corporate  ladder.  He  decided 
to  get  off  instead. 

Just  looking  around  a  supermarket 
at  the  girth  of  the  customers  told 
him  where  to  look  to  start  his  own 
business:  health  foods. 

Simon  scraped  up  $500,000, 
partly  from  savings,  partly  from  a 
second  mortgage  on  his  New  York 
City  apartment  and  partly  by  getting 
sellers  to  take  back  purchase  money 
notes.  You  can't  buy  much  with 
$500,000,  but  Simon  managed  to 
buy  California  Slim,  an  almost 
defunct  competitor  of  Slim-Fast;  Ice 
Bean,  a  line  of  dairy-free  ice  creams; 
Pita  Classics,  frozen  organic  meals; 
and  Pizsoy,  a  line  of  fat-free,  soy- 
based  pizzas. 

It  wasn't  much,  but  at  least  he  was 
out  of  the  corporate  rat  race.  How- 
ever, Simon  knew  his  company 
hadn't  yet  reached  critical  mass.  He 
knew  it  was  expand  or  die.  Sudden- 
ly opportunity  knocked  loudly. 
Kineret,  a  $4  million  (sales)  rinky- 
dink  maker  of  kosher  frozen  foods, 
was  on  the  block  for  $2  million.  Its 
packaging  was  dull,  its  distribution 
haphazard,  but  kosher  food  sales 
were  growing  by  double  digits,  and 
owning  Kineret  would  give  Simon 
worthwhile  sales  volume. 

The  big  investment  banks  would 
not  help  him  raise  the  money.  Who 
was  this  upstart  to  take  on  the 
nation's  food  giants?  Finally  he 
found  an  underwriter.  It  was  Lew 
Lieberbaum  &  Co.,  a  small  Garden 
City,  N.Y.  investment  banking  firm 
with  a  history  of  NASD  violations.  In 


November  1993  this  fringe  outfit 
sold  48%  of  Simon's  company  for  $4 
million  in  common  stock  and  war- 
rants. Lieberbaum  exacted  a  stiff 
price;  only  about  70  cents  on  the 
dollar  raised  went  to  Simon. 

And  he  still  wasn't  big  enough. 
Hain  Pure  Foods  caught  Simon's 
attention.  This  subsidiary  of  St. 
Louis-based  Pet  Inc.  was  big  by 
Simon's  standards.  It  had  sales  of 
about  $52  million. 


Some  of  Hain's  products 
Simon  hopes  to  replicate 
in  baked  chips  the  slipstream 
strategy  he  used  in  rice  cakes. 
But  will  it  work? 


To  be  sure,  it  wasn't  very  profitable. 
And  most  of  Hain  Pure  Food's  busi- 
ness was  in  rice  cakes,  an  over  $225 
million  market  80%  dominated  by 
the  powerful  Quaker  Oats  Co. 

Beggars  can't  afford  to  be 
choosers.  Pet  Inc.  was  eager  to  ditch 
the  weak  division,  but  where  was 
Simon  to  get  the  $27  million  that 
Pet  was  asking?  "We  were  a  compa- 
ny with  no  real  operating  history,  no 
financial  systems,  no  management 
team,"  says  Simon. 

Miracles  of  modern  financing. 
Former  Drexel  Burnham  Lambert 
financier  Andrew  Heyer  arranged  a 
$23  million  leveraged  buyout  in 
April  1994.  Simon  forced  conversion 
of  the  2.5  million  warrants  issued  in 
the  IPO,  bringing  in  $7.6  million, 


which  he  used  to  pay  down  debt 
from  the  lbo. 

Now  he  had  a  good-size  company. 
It  was  time  for  Simon  to  show  he 
could  run  it. 

He  knew  he  couldn't  take  on 
Quaker  Oats  directly,  but  he  could 
sail  in  its  wake.  As  Quaker  spent  over 
$35  million  last  year  advertising  its 
rice  cakes,  public  awareness 
increased. 

Simon  repackaged  his  rice  cakes  in 
brightly  colored,  resealable  card- 
board canisters.  He  launched  Mini 
Munchies,  bite-size  rice  cakes  in 
such  flavors  as  "peanut  butter 
crunch"  and  "strawberry  cheese- 
cake," and  rice  cake  snack  bars. 
Result:  Sales  of  Hain's  rice  cakes  are 
up  28%  in  the  last  two  years,  from 
$25  million  to  $32  million. 

"People  always  ask  me,  'Doesn't 
Quaker  frighten  you?'"  says  Simon. 
"But  every  time  I  see  Quaker  ads  on 
TV  I  just  shout,  'Yeah!  They're  grow- 
ing the  category!'" 

This  fiscal  year,  ended  June  30, 
Hain  earned  $2.1  million,  or  24 
cents  a  share,  on  sales  of  $69  mil- 
lion. But  the  battle  isn't  yet  won. 
The  rice  cake  market  is  beginning  to 
look  saturated.  In  the  first  six 
months  of  1996,  industry  sales  were 
off  4%  and  Hain's  sales  were  flat. 

Simon's  solution:  Replicate  in 
baked  potato  chips  the  slipstream 
strategy  he  used  in  rice  cakes.  Frito- 
Lay  has  spent  $50  million  introduc- 
ing baked  potato  chips — supposedly 
healthier  because  they're  not  fried. 
Hain  is  rolling  out  four  baked-chip 
products.  "I  love  it  when  the  big 
guys  come  in,"  smirks  Simon. 

Can  you  build  a  successful  long- 
term  strategy  on  slipstreaming?  The 
jury  is  still  out. 

Hain's  Nasdaq-traded  stock 
(nosh)  has  climbed  from  314  to  a 
high  of  5%  in  September  1994,  and 
dropped  back  down  to  a  recent  3%. 
A  recent  market  capitalization  of 
$32  million  values  Hain  at  just  11 
times  expected  fiscal  1997  earnings. 
That  seems  cheap  when  compared 
with  bigger  food  companies,  but 
newcomer  Hain  is  still  small  and  its 
stock  is  relatively  illiquid. 

Simon  has  shown  he  can  put  a 
company  together.  He  hasn't  yet 
demonstrated  that  he  can  make  it 
work. 
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Why  do  Catholic 
schools  succeed? 


BY  DIANE  RAUITCH 


Diane  Ravitch  is  a 
historian  and  a 
Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


Possibly  the  most  pressing  problem  in  Ameri- 
can education  is  the  persistently  low  achieve- 
ment of  many  black  and  Hispanic  students. 
There  has  been  some  narrowing  of  test  score 
differences  between  different  racial  and  ethnic 
groups  during  the  past  20  years,  but  the  aver- 
age differences  remain  large. 

In  mathematics,  for  example,  the  average 
test  scores  for  black  and  Hispanic  students  in 
the  twelfth  grade  are  about  the  same  as  for 
white  and  Asian  students  in  the  eighth  grade. 
Score  differences  of  this  magnitude  make  it 
hard  for  minority  youth  to  be  prepared  for 
higher  education  or  good  jobs  and  multiply 
the  cost  of  remedial  education  by  colleges 
and  employers. 

Yet  since  the  early  1980s  researchers  have 
been  documenting  the  extraordinary  success 
on  the  part  of  Catholic  schools  with  disadvan- 
taged and  minority  youngsters. 

The  late  James  Coleman  of  the  University 
of  Chicago  found  that  students  in  Catholic 
schools  were  more  likely  to  stay  in  school  and 
earned  higher  test  scores  than  students  of  sim- 
ilar background  in  the  public  schools.  Cole- 
man's studies  showed  that  children  from 
single-parent  families  in  public  schools  were 
twice  as  likely  to  drop  out  of  school  as  chil- 
dren from  two-parent  families.  In  Catholic 
schools,  however,  the  dropout  rate  for  both 
groups  was  the  same:  very  low. 

Perhaps  the  most  startling  difference 
between  public  and  Catholic  schools  is  in  the 
courses  that  their  students  take.  In  public 
schools,  white  and  Asian  students  are  likeliest 
to  take  advanced  academic  courses,  as  are  the 
children  of  college  graduates.  In  Catholic 
schools,  however,  students  take  the  same 
courses,  regardless  of  their  race  or  their  par- 
ents' education. 

Who  takes  geometry,  for  example?  In 
public  schools,  84%  of  the  students  whose 
parents  have  a  college  degree,  but  only  59% 

Researchers  have  documented 
the  extraordinary  success 
of  Catholic  schools 
with  disadvantaged 
and  minority  youngsters. 


of  the  youngsters  whose  parents  did  not 
graduate  college.  But  in  Catholic  schools, 
geometry  is  studied  by  91%  of  the  students 
whose  parents  have  a  college  degree  as  well 
as  92%  of  those  whose  parents  do  not  have  a 
college  degree. 

Across  the  curriculum,  the  same  pattern 
emerges:  the  public  schools  allow  students  to 
choose  easy  courses,  while  the  Catholic 
schools  have  the  same  high  expectations  for  all 
their  students.  The  elective  system  in  public 
education  favors  children  of  the  best-educated 
parents.  Because  black  and  Hispanic  students 
in  Catholic  schools  take  the  same  courses  as 
students  from  highly  educated  white  families, 
they  get  higher  test  scores  than  their  peers  in 
public  schools. 

Of  course,  higher  academic  standards  and  a 
core  curriculum  for  all  is  only  part  of  the 
story.  Catholic  schools  also  have  higher  levels 
of  parental  involvement  and  school  safety.  Par- 
ents of  children  in  Catholic  schools,  even  poor 
black  and  Hispanic  parents,  are  more  likely  to 
belong  to  parents'  associations,  more  likely  to 
participate  in  school  functions  and  more  likely 
to  expect  their  children  to  go  to  college  than 
public  school  parents. 

Why  are  Catholic  schools  successful?  Part  of 
the  answer  is  high  academic  expectations  for 
all.  Part  is  managerial:  They  spend  their  limit- 
ed resources  on  instruction,  not  supervision. 

But  Coleman  concluded  that  the  most 
important  factor  in  the  success  of  the  Catholic 
school  is  that  it  strengthens  families  and  pro- 
vides for  many  children  the  caring,  stability, 
community  and  discipline  that  used  to  come 
from  parents. 

Compared  with  Catholic  schools,  public 
schools  try  to  be  all  things  to  all  people. 
Instead  of  providing  social  capital,  they  are  a 
neutral  ground  for  parents  and  interest  groups 
with  conflicting  agendas.  Public  schools  are 
most  successful  with  students  who  are  moti- 
vated; the  unmotivated  either  drop  out  or 
graduate  without  the  skills  necessary  for 
higher  education  or  the  modern  workplace. 

Catholic  schools  succeed  because  they  give 
children  structure,  discipline,  guidance  and 
direction.  They  have  high  academic  expecta- 
tions for  all  children.  That  is  what  many 
black  and  Hispanic  children  need  to  do  well 
in  school. 

Come  to  think  of  it,  that  is  what  most 
young  people  need  today.  Bl 


Forbes  ■  October  7,  1996 


81 


EDITED  BY  JOSHUA  LEUINE 


Won't  pay  $/85  for  a  champagne  flute? 

How  about  80  bucks  if  it's  a  genuine  Baccarat? 

Ms.  Fix-it 


By  Lisa  Gubernick 

"Baccarat  represented  yester- 
day," says  Anne-Claire  Taittinger- 
Bonnemaison.  "We  needed  to  bring 
something  contemporary  to  our 
customers."  In  1992,  the  year 
before  Taittinger-Bonnemaison 
joined  the  230-year-old 
Paris-based  company,  sales 
were  down  to  $85  million, 
their  lowest  point  in  five 
years.  Earnings  were  just 
over  $1  million,  half  of 
what  they  were  in  1988. 

Buying  stock  on  the  open 
market,  Taittinger-  Bonne  - 
maison's  father  had  taken 
control  of  Compagnie  des 
Cristalleries  de  Baccarat.  He 
is  Jean  Taittinger,  scion  of  the 
champagne  maker,  a  former 
French  justice  minister  and 
chief  executive  of  Groupe  du 
Louvre,  whose  holdings 
include  Hotel  de  Crillon, 
Champagne  Taittinger  and 
Annick  Goutal  perfume. 

In  1993  he  handed  Bac- 
carat to  his  eldest  child, 
Anne-Claire.  She's  fast 
becoming  his  star  trouble- 
shooter.  Overseeing  its  ex- 
pansion from  one  store  in 
1986  to  110  in  1992,  Anne- 
Claire  made  his  Annick 
Goutal  Parfums  a  huge  pres- 
ence in  high-end  U.S. 
department  stores. 

Baccarat  was  in  a  dilem-  HUM 
ma.  Few  could  afford  its 
$785  champagne  flutes  and  $1,890 
caviar  bowls.  With  more  than  30%  of 
its  sales  in  the  U.S.,  Baccarat  was 
greatly  hurt  by  the  cheap  dollar.  But 
moving  down-market  might  have 
cheapened  its  priceless  image. 

Taittinger-Bonnemaison  saw  a  way 
out.  Still  sticking  with  traditional 
crystal,  she  would  move  into  prod- 
ucts whose  price  resistance  was  less 


than  that  of  tableware.  She  added  a 
line  of  crystal  rings,  pendants  and 
earrings,  priced  from  $85  to  $1,000. 
By  the  end  of  1995  jewelry  had 
become  10%  of  worldwide  sales. 
A  big  problem  with  customary 


Troubleshooter  Taittinger-Bonnemaison 
Chic  but  not  snooty. 


items  like  Baccarat's  $125  goblets  is 
the  "oops"  factor.  "People  are  a  little 
frightened  to  drink  out  of  glasses  that 
cost  that  much,"  says  Taittinger- 
Bonnemaison.  She  added  a  new  line, 
now  priced  at  around  $80  a  stem. 

That's  hardly  Wal-Mart  ware,  but 
representatives  at  stores  like  Gump's 
and  Bloomingdale's  say  that  the 
economy  version  puts  Baccarat  back 


on  a  lot  of  bridal  registries. 

While  broadening  the  product 
line,  Taittinger-Bonnemaison  moved 
decisively  to  protect  Baccarat's 
exclusive  image.  In  January  Baccarat 
instituted  its  first  "authorized  dealer 
agreement,"  requiring  U.S.  retailers 
to  use  Baccarat-approved  advertise 
ments  and  displays — which  will  keep 
the  crystal  out  of  newspaper  sale 
supplements.  Baccarat  lost  about 
20%  of  its  distributors.  An  acceptable 
price,  Taittinger-Bonnemaison 
thinks,  for  protecting  the  all-impor- 
tant image. 

Now  for  updating  that  image.  In 
advertisements  the  usual  beautifully 
lit  photos  of  Baccarat  crystal  made 
it  look  like  a  museum  piece. 
Too  snooty  for  the  1990s. 
"We  needed  to  make  the 
product  more  contempo- 
rary, more  accessible,"  says 
Leonard  Sacks,  whose  New 
York  City-based  agency, 
Sacks  &  Rosen,  crafted  the 
new  $2.5  million  ad  cam- 
paign, Baccarat's  first  ever 
developed  by  a  U.S.  firm. 
Chic  but  not  snooty  is  the 
new  image. 

One  of  the  ads  features  a 
lively  black-tie  party,  diners 
laughing  gaily,  wine  glasses 
raised.  Another  shows  a 
wooden  ketch,  crew  mem- 
bers sunning  on  the  deck. 
The  caption:  "Life  is  worth 
Baccarat."  "This,"  proclaims 
Sacks,  "is  not  your  grand- 
mother's Baccarat." 

Sales  this  year  are  estimat- 
ed to  be  $120  million,  up 
about  20%  since  Taittinger- 
Bonnemaison  took  over,  but 
all  this  revamping,  promotion 
and  dealer-trimming  has  cost 
plenty.   For   the   first  six 
months  of  last  year  the  com- 
pany lost  about  $6  million 
(Christmas  sales  narrowed  the 
year's  losses  to  $200,000).  For  the  first 
six  months  of  this  year  losses  shrank  to 
about  $3.5  million.  For  the  full  year 
it's  estimated  that  Baccarat  will  make 
$2  million,  putting  it  in  the  black  for 
the  first  time  since  1993.  Taittinger- 
Bonnemaison  pere  hasn't  yet  gotten 
much  of  a  return  on  his  money,  but 
who's  counting  with  a  franchise  as 
potentially  valuable  as  Baccarat?  H 
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ompanies  are  demanding  more  with  less. 
Productivity  and  efficiency  are  the  buzz  words  of  the 
current  managerial  generation.  Management  ranks 
are  stretched,  and  time  demands  are  severe. 
Downsizing  has  trimmed  corporate  muscle  together 
with  the  fat.  Says  Steelcase  Executive  Vice  President 
Roger  Choquette,  "Today's  challenging  economics  have 
compelled  companies  of  all  sizes  —  and  industries  — 
to  reassess  how  they  work.' 


Ed  Stimpson,  president  of  the  General 
Aviation  Manufacturers  Association,  con- 
curs: "Companies  today  must  look  at  new 
tools  to  deal  with  the  constraints  of  time 
and  the  broad  responsibility  delegated  to 
all  management  ranks.  We've  got  to  work 
harder  and  we  need  to  work  smarter."  He 
explains,  "That's  where  business  aviation 
can  help.  This  is  the  very  best  tool  a  com- 
pany could  have  to  compete  effectively 
and  efficiently  in  a  marketplace  where  the 
rules  have  changed." 

"Companies  that  operate  business  air- 
craft are  realizing  how  benefits  can  accrue 
with  tremendous  productivity  surges  as 
the  corporate  aircraft  becomes  a  broad- 
based  management  tool,"  comments 
John  W.  Olcott,  president  of  the  National 
Business  Aircraft  Association,  an  organi- 
zation representing  thousands  of  aircraft 
operators.  In  the  U.S.  alone,  7,200  compa- 
nies own  business  aircraft,  and  thousands 
more  charter,  logging  millions  of  hours 
annually  in  support  of  profits,  he  notes. 

The  large  number  of  business  aircraft 
in  development  and  the  recent  resurgence 
in  sales,  says  Stimpson,  is  another  factor 
demonstrating  that  companies  recognize 
the  increasing  value  of  time  in  a  business 
world  that  runs  24  hours  a  day.  "The  new- 
generation  aircraft  fly  farther  and  faster 
than  ever  before.  New  avionics  are  helping 
to  make  aircraft  safer  and  more  efficient. 
Onboard  communications  technology, 
using  ground-based  and  satellite  links,  is 


expanding  our  ability  to  be  in  touch,"  says 
Stimpson.  "You  can  talk  from  New  York  to 
Los  Angeles  without  a  broken  connection 
with  final ity  sound  that  is  clear  as  a  bell. 
We  have  uplink  and  downlink  fax  and 
data  capability,  and  these  systems  con- 
tinue to  improve,  add  new  features  and 
expand  the  utility  of  the  business  air- 
craft." 

"Communications  create  an  even 
greater  need  for  face-to-face  contact,"  say^ 
Olcott.  "More  communications  mean  more 
business,  and  the  need  for  the  business 
aircraft  is  actually  a  vital  part  of  the  com- 
munications revolution." 

Today,  companies  can  choose  from  a 
variety  of  business  aviation  solutions.  For 
those  new  to  business  aviation,  outsourc- 
ing the  aviation  function  is  one  way  to 
experience  the  benefits  without  the  opera- 
tional concerns.  Flight  management  com- 
panies can  help  with  the  choices,  guide 
prospective  owners  through  the  decision 
matrix  and  operate  the  aircraft  with  a 
turnkey  package  that  meets  the  highest 
standards  of  safety  and  security. 

Fractional-share  ownership  is  one  of 
the  latest  innovations  that  has  come  into 
vogue.  Two  major  organizations,  Executive 
Jet,  Inc.,  and  Business  Jet  Solutions,  Inc., 
have  successfully  introduced  the  idea  to 
more  than  500  companies  across  the 
country  and  in  Europe.  A  company  can 
maintain  all  the  facility  of  an  aircraft  fleet, 
yet  reduce  the  entry  requirements  to  one- 
eighth  the  cost  of  a  single  aircraft. 

What  about  the  cost?  "You  can't  fly  a 
business  jet  today  and  expect  it  to  com- 
pete with  airfares,"  says  aviation  manage- 
ment consultant  Barry  Justice,  president 
of  Dallas,  Texas-based  CAAP  Inc.  "That's 
only  part  of  the  equation.  You've  got  to 
look  at  the  benefits  and  value,"  he  says. 
"There  is  value  in  leveraging  management 
time:" 

Justice  points  out  that  business  aircraft 
can  land  at  more  than  5,000  airfields 
across  the  nation  that  are  probably  minutes 
from  your  ultimate  destination  —  ten  times 
as  many  airports  as  scheduled  airlines 
serve.  These  aircraft  can  park  at  private 
terminals  where  rapid  ground  transporta- 
tion can  be  prearranged  or  confidential 


What  can  the  world's  fastest  business  aircraft 
mean  to  you  in  day-to-day,  practical  terms? 
Consider  this: 

Let's  say  your  typical  trip  is  around  500  nautical 
miles,  and  you  carry  five  passengers  on  average. 
Over  the  course  of  a  typical  6 00 -flight-hour  year, 
the  Citation  X  will  save  you  the  equivalent  of  nearly 
60  workdays,  as  contrasted  to  the  capability  of  a 
smaller  midsize  jet. 

Not  surprisingly,  you'll  save  even  more  time  on 
longer  trips.  Yet,  advanced  aerodynamics,  superior 
climb,  and  miserly  fuel  flows  enable  the  X  to 
perform  even  relatively  short  missions  just  as 


economically  as  the  much  slower,  smaller  aircraft. 

And  when  the  Citation  X  is  called  upon  to 
accomplish  long-range  high-speed  -  even  global 
assignments,  nothing  in  its  class  compares.  Not 
in  speed.  Not  in  range.  Not  in  per-mile  economy 
Not  even  close. 

To  find  out  more  about  one  of  the  most 
practical  time-saving  devices  ever  built,  contact 
Roger  Whyte,  Vice  President,  Worldwide  Sales, 
at  1-800-4-CESSNA. 


Citation  x 


Cessna 

A  Textron  Company 


In  the  U.S.  alone, 
7,200  companies 
own  business 
aircraft,  and 
thousands  more 
charter,  logging 
millions  of  hours 
annually  in  support 
of  profits. 

meetings  can  he  held.  Even  in  busy  met- 
ropolitan areas,  business  aircraft  generally 
have  a  choice  of  several  reliever  airports 
in  locations  that  can  often  obviate  surface 
traffic  delays.  And  business  aircraft  fly 
direct,  eliminating  lost  time  routing 
through  airline  hubs.  The  time-savings  are 
considerable,  says  Justice.  A  typical  750- 
mile  trip  using  a  corporate  aircraft  could 
take  an  hour  and  45  minutes  each  way, 
door-to-door,  enabling  the  traveler  to  com- 
plete a  full  day's  work  and  return  the  same 
day.  The  same  trip  by  airline  and  car 
could  consume  a  half  to  a  full  day  for  one- 
way travel  and  result  in  an  overnight  stay. 

Learn  how  companies  large  and  small 
take  advantage  of  business  aircraft  bene- 
fits. The  stories  are  fascinating  and 
unique.  In  fact,  there  are  almost  as  many 
ways  to  use  a  business  aircraft  as  there 
are  businesses  that  use  them. 
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timate  cost  of  busi- 
Many  companies 
question  with 
incomplete  information.  Now  there  is  an 
alternative  called  Travelfense.  Developed 
by  the  National  Business  Aircraft 
Association,  Travel$ense  is  a  PC-based 
software  program  designed  to  help  make 
informed  business  travel  decisions  by  sub- 
stituting empirical  data  for  gut  feeling. 

Travel$ense  taps  on-line  computer 
reservation  services  and  selects  flights 
and  fares  based  on  user-defined  travel 
requirements.  Then  it  compares  costs  to 
those  for  the  same  trip  with  company 
plane  and  charter.  Next,  TravelSense 
makes  a  complete  time  and  expense  com- 
parison including  the  cost  of  an  overnight 
and  car  rentals,  if  required.  Travelfense 
also  raises  some  challenging  management 
issues:  What  is  the  value  of  the  employ- 
ees' time?  What  is  the  cost  of  time  lost  to 
travel?  Can  travel  time  be  productive 
time? 

There  are  also  intangible  costs  and 
benefits  to  consider  for  each  travel  alter- 
native: What  is  the  impact  of  fatigue  on 
decision-making?  Will  the  pressure  to 
make  the  commercial  flight  schedule 
affect  the  negotiation?  How  about  safety 
and  security?  Is  there  value  in  being  able 
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to  discuss  confidential  matters  in  privacy? 
How  important  is  it  to  have  your  employ- 
ees at  home  with  their  families  at  night 
rather  than  on  the  road? 

In  a  matter  of  minutes,  Travel$ense 
does  what  companies  have  struggled  to 
quantify  for  years.  The  fast,  flexible  pro- 
gram considers  dozens  of  complex  factors 
in  the  business  travel  equation,  calculates 
their  true  costs,  but  leaves  the  ultimate 
decision  to  you. 


DEVELOPING  MEW  BUSINESS 


Charles  Leemon  is  a 
hotel  developer  from 
Miami,  Fl.  In  the  last  three 
years,  Leemon  built  three 
hotels  and  is  convinced 
he  couldn't  have  done  it 
without  his  Piper  Malibu, 
a  sleek,  pressurized, 
single-engine  aircraft  that 
can  climb  to  25,000  feet 
and  cruise  at  250  mph. 

Using  the  airplane,  he 
scouts  for  areas  prime  for  hotel  development  and  can 
see  commercial  and  industrial  growth  far  better  from 
the  air.  "We  can  also  look  at  properties  farther  afield," 
says  Leemon,  "and  the  airplane  allows  us  to  see  more 
prospective  sites  in  a  shorter  time." 

He  regularly  visits  his  site  manager  at  his  newest 
project  80  miles  away  in  less  time  than  it  would  take 
him  to  cross  Miami,  north  to  south,  in  traffic. 
"Developing  hotels  like  this  one  in  a  different  county 
requires  tremendous  coordination,"  says  Leemon.  "If 


there  is  a  problem  I  can 
fly  up  and  be  there  face- 
to-face,  discussing  the 
situation." 

There  are  other  benefits 
to  the  airplane.  "We  can 
quickly  fly  an  investor  or  a 
banker  to  see  a  site  and 
show  it  to  them  from  sev- 
eral perspectives,"  he 
says.  The  value  is  tangible 
because  Leemon  can 
negotiate  more  favorable  terms  when  his  backers  are 
more  confident  in  the  project. 

His  hotel  plans  are  expanding  to  the  west  coast  of 
Florida,  something  Leemon  would  never  have  consid- 
ered without  the  airplane.  The  typical  three-hour  road 
trip  takes  35  minutes  in  his  Malibu,  which  allows  him 
to  visit  the  site  two  to  three  times  per  week.  Currently 
he  flies  the  Malibu  400  hours  per  year,  about  80%  of 
the  time  to  visit  existing  properties  and  the  remainder 
to  scout  for  new  developments. 


STAND-UP  CABIN  COMFORT 
ATA  SIT-DOWN  PRICE. 

THE  NEW 3700m  GALAXY. 


GALAXY 


MAM  hen  you  think  in  terms  of  stand-up 

WW  headroom  and  intercontinental  range, 
you  are  probably  picturing  one  of  those 
gas-guzzling,  "heavy  iron"  business  jets  with 
a  truly  stratospheric  price.  But  Galaxy  is 
a  surprising  alternative  to  this  stereotyped 
image.  Indeed,  it  is  designed  to  offer  the 
seemingly  contradictory  combination  of 
generous  space,  long  range,  and  the 
operating  costs  of  a  midsize. 

That  puts  Galaxy  in  an  enviable  category 
all  by  itself. 

True  transcontinental  proportions 

Galaxy  provides  a  cabin  24  feet  in  length 
and  fully  7  feet  wide,  with  6  feet  3  inches  of 
standing  height.  That's  more  headroom  than 
any  other  current  business  jet,  at  any  price! 
And  the  total  cabin  volume  is  a  remarkable 
868  cubic  feet,  making  it  comfortably 
larger  than  any  other  "super-mid- 
size" competitor.  The  baggage  is 
carried  in  a  separate,  heated 
and  pressurized  external  bay 
with  its  own  air  stair  door. 
Capacity  is  a  class-dominating 
125  cubic  feet. 


Galaxy's  cabin  has  been  ergonomically 
optimized  for  personal  comfort.  The  lavish 
galley  can  be  equipped  with  refrigerator, 
microwave  oven, 
coffee  maker,  and 
many  other 
options  that  make 
food  and  beverage 
service  easy  and 
convenient.  We've 
maximized  the  pas- 
senger space  while 

minimizing  the  Corporate  Shuttle  Interior 

exterior  size,  thereby  reducing  airframe  drag 
and  substantially  increasing  efficiency.  That 
pays  off  handsomely  in  terms  of  extended 
range  and  low  fuel  burn. 

As  an  example.  Galaxy  will  fly  four  passen- 
gers from  Paris  to  New  York,  nonstop,  at  lower 
operating  costs  than  any  other 
corporate  jet.  In  absolute  terms, 
it  offers  a  true  transcontinental 
range  of  3,700  nm,  a  maximum 
cruise  speed  of  Mach  .85  and 
far  lower  fuel  burn — for 
virtually  any  mission — than 
anything  even  close  to  its  price. 
That's  where  Galaxy  value 
really  pays  off. 


The  first  convertible 

What's  more.  Galaxy  is  uniquely  versatile. 
The  entire  cabin  configuration  can  be  changed, 
overnight,  from  its  luxurious 
eight-passenger  executive  interior 
to  a  19  passenger  corporate  shut- 
tle. It's  the  first  corporate  convert- 
ible, literally  two  airplanes  in  one! 

In  either  configuration.  Galaxy 
pampers  its  passengers  with 
exceptional  quiet.  The  engines, 
mounted  far  behind  the  aft-most 
seats,  are  rendered  almost 
inaudible  during  flight.  Even  the  heating 
and  cooling  systems  are  specially  engineered 
to  operate  quietly. 

The  unbeatable  combination 

The  new  Galaxy.  It's  an  extraordinary  new 
concept  in  business  aircraft,  incorporating  the 
most  sophisticated  technology  to  deliver  an 
unmatched  combination  of  spacious  comfort, 
performance,  and  operating  efficiency.  For 
more  information,  please  call  1  609  987-1125. 
or  fax  us  at  1  609  987-8118.  We  think  you'll 
enjoy  our  stand-up  sales  routine,  especially 
after  you  sit  down  and  consider  the  many 
Galaxy  advantages. 


A decade  ago,  Ric  hard  Santulli, 
chairman  of  Executive  Jet  Inc., 
headquartered  in  Montvale,  N.J., 
pioneered  the  notion  of  fractional  owner- 
ship in  corporate  aircraft.  Today  it  is  the 
hottest  idea  in  business  aviation.  It  offers 
all  the  ownership  convenience,  access  and 
time  advantages  of  a  dedicated  business 
aircraft  —  and  more  —  at  a  fraction  of  the 
cost.  The  Executive  Jet  program,  called 
Netjets,®  operates  82  aircraft  (85  more 
are  on  order)  shared  by  475  corporate 
owners  logging  about  25,000  flights  and 
51,000  flight  hours  annually. 

Santulli  was  aware  that  many  compa- 
nies understood  the  benefits  of  business 
aircraft  but  could  not  justify  the  cost  of 
outright  ownership  because  of  a  limited 
utilization  requirement.  A  shared  aircraft 
made  financial  sense,  but  what  about  the 
logistics  when  two  partners  need  the  plane 
at  the  same  time?  To  solve  that  problem, 
Santulli  conceived  Netjets  as  a  fractional- 


ownership  program  with  a  difference  — 
guaranteed  availability.  Unlike  time-, 
shares,  when  you  need  your  aircraft,  it's 
there. 

With  Netjets,  you  purchase  an  undi- 
vided one-quarter  or  one-eighth  interest  in 
either  a  Cessna  Citation  S/II,  a  Citation  V 
Ultra,  a  midsize  Raytheon  Hawker  1000 
or  an  intercontinental  Gulfstream  G1V-SP, 
depending  on  your  needs.  You  gain  access 
to  the  entire  Netjets  fleet  of  identical  air- 
craft, save  75%  or  more  of  the  full- 
ownership  acquisition  cost  and  you  can 
have  your  aircraft  whenever  and  wherever 
you  want  it,  24  hours  a  day. 

A  one-quarter  share  entitles  you  to  200 
occupied  flight  hours  per  year  (a  one- 
eighth  share  is  100  hours).  Your  time  is 
charged  only  when  the  aircraft  is  occupied 
and  airborne.  There  are  no  charges  for 
empty  flights  or  deadhead  return  legs. 
Aircraft  availability  is  guaranteed  on  four 
to  six  hours  notice  at  any  of  over  5,000 


airfields  in  the  continental  U.S. 

Another  unique  advantage  to  fractional 
ownership  is  that  a  quarter-share  owner 
can  use  two  aircraft  at  the  same  time  on 
separate  itineraries.  The  owner  can  also 
exchange  hours  on  larger  or  smaller  air- 
craft. This  means  a  single,  fractional-share 
investment  creates  a  virtual  fleet  based  at 
every  airport  across  the  nation. 

With  fractional-share  ownership,  you 
gain  all  the  financial  and  tax  benefits  of 
the  investment,  and,  since  business  air- 
craft maintain  high  residual  values,  leas- 
ing is  practical.  Another  important  advan- 
tage is  guaranteed  investment  liquidity  — 
Executive  Jet  will  repurchase  your  invest- 
ment at  fair  market  value  after  as  little  as 
two  years. 

The  owner  pays  a  guaranteed  monthly 
charge  to  cover  fixed  costs  for  pilots, 
training,  insurance,  hangarage  and  admin- 
istration. There  are  no  unexpected  costs. 
For  each  occupied  flight  hour,  a  single 


COMPETING  ON  A  GLOBAL  SCALE 


Joseph  E.  Seagram  & 
Sons,  Inc.,  headquartered 
in  Manhattan,  comprises 
Seagram's  wines  and  spir- 
its, entertainment  giant 
MCA  and  Tropicana  Dole 
fruit  drinks.  The  compa- 
ny's five  Gulfstream  GIVs 
and  Canadair  Challenger 
log  more  than  650  hours 
each,  traveling  across  the 

nation  and  around  the  world  in  support  of  these  divi- 
sions. "The  aircraft  are  vital  strategic  tools  to  sustain 
growth  in  worldwide  markets  on  every  continent,"  says 
Bruce  Huffman,  director  of  Seagram's  flight  operations. 

The  sun  never  sets  on  the  Seagram's  empire,  and 
this  demands  global  communications  24  hours  a  day. 
Each  airplane  is  equipped  with  Magnavox  MagnaStar 
phones  with  GTE  Airfone  and  COMSAT  service.  "This 
gives  us  the  ability  to  uplink  calls  to  the  flight  no 
matter  where  in  the  world  the  aircraft  is  flying,"  says 
Huffman.  "What  we  have  is  an  airborne  platform  that 
is  an  extension  of  the  land-based  office,  except  up  here 
we  have  even  more  capability."  On  the  ground  in 
places  like  India,  China  and  the  CIS  (formerly  USSR), 
the  aircraft  cabin  functions  as  a  mobile  office  or  con- 
ference area  where  meetings  and  calls  are  possible 
with  total  confidentiality. 

Huffman  worked  closely  with  aviation  consultant 
Barry  Justice  of  CAAP  Inc.  to  restructure  the  fleet  and 
maximize  the  value  of  the  service.  One  aircraft  was 
exchanged  for  a  half-share  interest  in  the  brand-new 
7,500  statute  mile  (sm)  range  Gulfstream  GV  acquired 


through  the  Gulfstream 
Shares/Netlets  program. 

The  NetJets  fractional- 
ownership  program  allows 
Seagram  to  trade  GV 
hours  for  additional  time 
in  a  midsize  Raytheon 
Hawker.  "We  can  tailor  the 
size  of  the  aircraft  to  our 
needs  at  the  moment," 
says  Huffman.  "That's  the 
ultimate  in  flexibility."  He  can  also  call  for  two  aircraft 
at  once  and  serve  two  U.S.  divisions  simultaneously. 
The  NetJets  program  eliminates  the  cost  of  empty  return 
legs,  makes  one-way  trips  practical  and  results  in  con- 
siderable expense  reduction. 

The  GV  will  allow  nonstop  flights  from  New  York  to 
Tokyo.  The  spacious  cabin,  composed  of  separate  areas, 
will  enable  some  to  sleep  while  others  work  en  route. 
"Seagram's  executives  are  particularly  pleased.  The 
ability  to  arrive  refreshed  and  ready  to  do  business,  and 
return  quickly  to  deal  with  a  myriad  of  other  business 
developments  is  value  that  far  exceeds  any  travel  cost," 
says  Huffman.  In  remote  areas  of  the  world,  the  use  of 
the  company  airplanes  adds  a  high  level  of  safety  and 
security,  particularly  where  the  alternative  local  airline 
service  is  marginal  at  best. 

"In  today's  business  environment  you  have  to  be  out 
there  before  your  competition.  These  airplanes  represent 
capital  invested  wisely,"  says  Huffman.  "We  are  serving 
our  passengers  better,  facilitating  the  growth  of  busi- 
ness to  a  much  higher  degree  and  reducing  costs  at  the 
same  time." 


Si 


We're  up  here  so  you  can  communicate  by 
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Mobile  satellite  communications  used  to  be  a  highly  technical,  somewhat  ^T^(& 
expensive  and  fairly  limited  proposition  •  Now  COMSAT  Mobile  ^    J_  W~ 
Communications  -  the  largest  Inmarsat  service  provider  -  is  changing        /r  ^ 
that.  We  deliver  easy-to-use,  economical  services  to  businesses  around  the  world.  In  fact, 
we're  making  mobile  satellite  communications  simple  •  dial  cdmsat  first™,  and 
make  your  worldwide  business  communications  ready  for  today's  competitive 
environment.  Call  +  i  -3D  i  -z  1  4-3  1  do  or  e-mail  us  at  saues@cdmsat.cdm 
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charge  covers  variable  costs  such  as  fuel, 
maintenance,  engine  reserves  and  cater- 
ing. There  are  no  additional  charges  for 
waiting,  ground  delays,  empty  flights  or 
other  unproductive  time. 

Executive  Jet  recently  created  a  joint 
marketing  program  with  Gulfstream 
Aerospace  to  sell  Netjets  fractional- 
ownership  interest  in  the  Gulfstream 
GIV-SP  and  the  new  ultra-long-range 
Gulfstream  GV.  The  program,  called 
Gulfstream  Shares,  makes  available  all  the 
functionality  of  the  new  breed  of  intercon- 
tinental aircraft  at  a  fraction  of  the  cost.  A 
one-eighth  share  in  an  intercontinental 
Gulfstream  with  all  the  capability  of  a  fleet 
combined  with  worldwide  travel  options 
costs  less  than  an  outright  full  purchase  of 
a  small  business  jet.  This  creates  global 
opportunity  for  companies  with  small-  or 
medium-size  aircraft  that  thought  a  long- 
range  aircraft  was  unaffordable. 


BUY  A  SHARE,  INHERIT  THE  WORLD 


Executive  Jet  is  also  well  established 
in  its  own  global  expansion  plan.  In  June, 
Netjets  Europe  was  launched,  and 
Santulli  says  he  is  actively  studying  mar- 
kets in  South  America,  the  Middle  East 
and  the  Pacific  Rim  in  a  plan  that  will 
eventually  become  Netjets  Worldwide. 

Right  now,  U.S.  fractional-share 
owners  can  take  advantage  of  the  same 
Netjets  benefits  and  service  on  either  side 
of  the  Atlantic.  "It  is  the  equivalent  of 
having  your  jet  at  virtually  every  airport  in 
Europe,"  says  Santulli.  The  service  is 
seamless  and  the  training,  maintenance, 
aircraft  and  procedures  are  exactly  the 
same.  Europeans  purchasing  Netjets 
shares  can  also  come  to  the  U.S.  and 
receive  all  the  U.S.  ownership  benefits. 

With  fractional  ownership,  your  trans- 
portation system  is  as  simple  as  making  a 
toll-free  phone  call. 


Owning  and  operating  business  air- 
craft is  one  way  to  gain  the  bene- 
fits, but  not  the  only  way.  Business 
Jet  Solutions,  Inc.,  offers  a  unique  menu 
of  services  tailored  to  the  needs  of  the 
customer  from  charter  to  fractional-share 
ownership  to  full  ownership  and  aircraft 
management.  It's  what  company  President 
Rob  Gillespie  refers  to  as  one-stop,  busi- 
ness aviation  shopping. 

Business  Jet  Solutions,  a  joint  venture 
of  American  Airlines  parent,  AMR,  and 
Bombardier  Aerospace,  inherited  a  long 
legacy  of  AMR's  professional,  corporate 
flight  operations  dedicated  to  premium 
operation  of  business  aircraft.  Called 
Alliance,  the  program  operated  by 
Business  Jet  Solutions  makes  worldwide 
charter  available  using  aircraft  owned  by 
more  than  60  major  corporations  across 
the  nation.  "If  a  company  aircraft  is  log- 
ging only  about  100  to  200  hours  annu- 
ally," says  Gillespie,  "we  can  lower  their 
operating  costs  by  offering  their  aircraft 
for  charter  at  times  when  it  isn't  needed." 

Through  a  program  called  Flexjet, 
Business  Jet  Solutions  offers  fractional 
shares  of  Learjet  31s,  midsize  Learjet  60s 
and  wide-body  Canadair  Challenger  604s. 
Flexjet  makes  business  aviation  afford- 
able and  accessible.  The  owner  receives 
full  tax  benefits  together  with  the  guaran- 
tee that  the  airplane  will  be  available 
within  four,  six  or  ten  hours  of  your  call, 
depending  on  the  contract. 

Gillespie  makes  simplicity  and  flexi- 
bility primary  objectives.  After  an  agreed 
period,  Business  Jet  Solutions  will  buy 
back  the  airplane  at  fair  market  value. 
Additional  1/16-FlexJet  units,  worth  50 
hours,  can  be  purchased  for  the  same  or 
other  aircraft  types,  and  all  owners  can 
exchange  hours  for  larger  or  smaller  air- 
craft at  any  time.  When  the  amount  of 
flight  time  increases  to  the  point  when  the 
owner  feels  full  ownership  would  be  the 
best  deal.  Business  Jet  Solutions  can 
arrange  that  without  penalty. 

Fractional  ownership  isn't  for  everyone, 
Gillespie  points  out.  For  companies  that 
charter  fewer  than  about  75  hours  per  year, 
charter  makes  good  sense.  If  company 
needs  are  greater  than  about  350  hours, 


full  ownership  may  be  the  smarter  choice. 

About  70%  of  Flexjet  customers  are 
first-time  owners,  says  Gillespie,  but  frac- 
tional ownership  works  particularly  well 
for  companies  with  their  own  flight  opera- 
tion. It  is  a  cost-effective  way  to  supple- 
ment an  existing  fleet  with  a  larger  or 
smaller  aircraft.  Major  benefits  accrue  that 
are  not  provided  by  full  ownership,  such  as 
the  elimination  of  the  cost  of  empty  legs. 

Gillespie  sees  himself  as  a  master  chef 
creating  a  recipe  for  air  transportation  to 
suit  the  varied  and  distinct  tastes  of  his 
customers.  Says  Gillespie,  "We  learned 
that  the  market  is  larger  than  we  imag- 
ined. There  is  a  great  need  for  efficient  air 
transportation  in  a  cost-effective  way." 


It's  ready.  The  new  Falcon  900EX  is  now  fully  certified — and 
prepared  to  handle  your  global  travel  needs. 

This  long-range  business  jet  can  whisk  you  across  an  ocean 
(any  ocean)  in  luxurious  widebody  comfort  and  trijet  safety. 

No  other  certified  business  jet  can  match  its  demonstrated 
ability  to  fly  9000  nm  with  only  one  stop.  Speed  is  a  bonus,  too, 
crossing  the  Atlantic  at  .84  Mach. 

This  Falcon  can  fly  you  in  and  out  of  small,  3000-ft  fields  near 
sea  level.  Or  challenging  mountain  strips  like  Aspen  and  Telluride 
in  the  heat  of  summer. 

The  900EX  is  amazingly  economical,  costing  less  to  operate  than 
other  large  cabin  jets,  or  even  some  of  the  older  midsize  models. 

More  than  simply  a  choice  in  long-range  business  jets,  this 
Falcon  represents  the  new  gold  standard  in  performance,  comfort 
and  value  among  all  business  jets.  To  learn  more,  call  John 
Rosanvallon  in  the  U.S.  at  (201)  967-2746  or  Jean-Claude  Bouxin 
in  Paris  at  (331)  40-83-93-08. 

THE  NEW  FALCON  900EX 
CERTIFIED  AND  PROVEN 


FALCON  JET 


ACROSS  THE  NATION: 
MAG N ASTAR/GTE  AIRFONE 


The  communications  revolution  has 
changed  the  way  we  do  business 
forever.  Whether  calling  someone  on 
earth  or  miles  above  it,  seamless,  crystal- 
clear  communication  is  possible  24  hours  a 
day  from  your  aircraft  seat  coast-to-coast 


and  around  the  world. 

Three  years  ago,  GTE  introduced  .its 
Advanced  Digital  Airfone  Service®  for 
commercial  aircraft.  Since  then,  airborne 
calls  have  been  transformed  from  the 
equivalent  of  listening  through  a  juice  can 
with  a  string  attached  to  sound  that's  as 
clear  as  a  bell.  Gone  is  the  loud  clicking, 
annoying  static,  fading  sound,  broken 
words  and  abrupt  disconnections  that  were 
once  regular  features.  The  new- 
generation  Airfone  service,  designed  to 
exceed  ground  telephone  standards,  is 
available  on  25  domestic  and  international 
airlines.  The  same  quality  communications 
are  also  available  for  business  aircraft 
ranging  from  helicopters  to  the  ultra-long- 
range  Gulfstream  GV.  Currently,  about 
500  business  aircraft  are  equipped  and 
the  number  is  growing  daily. 

GTE  Airfone's  nationwide  network 
provides  uninterrupted  voice  calls  as  you 
fly  across  the  U.S.,  southern  Canada  and 
northern  Mexico.  With  multiple  phone 
lines,  fax,  E-mail,  data  and  Internet  com- 
munications possible,  plus  the  latest  blitz 
of  phone  features  such  as  conference  call- 
ing, Caller  ID,  call  waiting  and  three-way 
calling,  the  new-generation  business  air- 
craft is  not  just  an  extension  of  the  office 
but  also  serves  as  an  airborne  branch. 
Virtually  every  electronic  amenity  avail- 
able in  your  terrestrial  office  can  move 
with  you  across  town,  country  and,  now 
with  the  MagnaStar  phone  system  and 
additional  COMSAT  satellite  interface, 
across  the  planet.  As  you  cruise  at  500 
mph,  the  world  is  in  the  palm  of  your 
hand  with  the  push  of  a  button. 

A  multichannel  MagnaStar  phone  can 
provide  two  GTE  links  plus  up  to  five  dig- 
ital satellite  connections  simultaneously. 
The  fully  implemented  system  can  trans- 


form any  business  aircraft  into  an  air- 
borne communications  hub.  Even  on  the 
14-hour  leg  from  New  York  to  Tokyo,  in 
the  new  Gulfstream  GV  or  Bombardier 
Global  Express,  you'll  never  be  out  of 
touch.  You  can  do  business  anywhere  in 
the  world  at  any  time  of  day  or  night,  over 
land  or  sea  for  the  entire  duration  of  the 
flight. 


AROUND  THE  WORLD: 
YOUR  OFFICE  IN  THE  SKY 


In  the  past,  as  a  business  aircraft 
slipped  beyond  the  continental  shores, 
the  cabin  became  an  isolated  capsule 
hurtling  through  time  and  space.  That 
was,  of  course,  before  the  latest- 
generation  satellite  telephones.  Now 
COMSAT  Corporation,  the  sole  provider 
of  worldwide  satellite  communications  in 
the  U.S.,  can  turn  an  aircraft  into  a  global 
communications  center,  allowing  direct- 
dial  voice  and  fax  calls  from  anywhere, 
to  anywhere.  So,  as  you  lift  the  handset 
of  the  cabin  phone,  whether  on  the  taxi- 
way  at  Nairobi  or  45,000  feet  above  the 
Pacific,  COMSAT  service  provides  the 
connection  to  virtually  any  phone  on 
land,  sea  or  air  via  a  network  of  four 
INMARSAT  satellites  orbiting  23,000 
miles  above  the  earth. 

Because  "satcom"  transmissions  are 
digital,  your  call  is  totally  private. 
Although  this  is  sufficient  for  most  com- 
mercial purposes,  COMSAT  also  offers 
encrypted  protection  where  absolute 
security  is  essential.  A  system  called 
STU-III  allows  coded  voice  transmis- 
sions between  similarly  equipped 
phones,  assuring  ultimate  information 
security. 

Since  global  business  runs  24  hours  a 
day,  COMSAT  has  assured  that  operators 


Whether  calling  someone  on  earth 
or  miles  above  it,  seamless,  crystal-clear 

communication  is  possible  24  hours 
a  day  from  your  aircraft  seat  coast-to- 
coast  and  around  the  world. 
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sales  manager  in  The  CIT  Group/Industrial  Financing 
O         A  N  D  S    v>/  NJ  Business  Aircraft  Division  is  also  a  certified  pilot. 

EXPERIENCE  .  This  combination  of  financing  and  product- 

specific  expertise  enables  us  to  provide  a  level  of  service  that's  virtually  unmatched  in  the  industry.  That  may 
mean  financing  packages  customized  for  your  company's  situation.  Or  it  may  mean  lightning-fast  turnaround 
on  a  transaction.  Whatever  your  requirements,  CIT  has  the  commitment,  flexibility  and  expertise  to  meet  your 
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who  speak  more  than  160  different  for- 
eign languages  are  available  at  all  times. 
COMSAT  is  also  developing  a  24-hour, 
text-based  news  transmission  that  can  be 
received  on  a  laptop  or  onboard  com- 
puter system.  This  will  keep  the  travel- 
ing executive  up-to-date  with  continuous 
news,  sports,  weather  and  financial 
information  worldwide. 

Satcom  will  also  offer  significant 
operational  benefits  to  ultra-long-range 
aircraft  that  may  remain  aloft  for  as  long 
as  14  hours.  On  transpacific  flights  for 
example,  flight  deck  crews  will  be  able 
to  upload  the  latest  weather  changes  and 
new  computer-generated  flight  plans  to 
assure  the  smoothest,  fastest,  most  fuel- 
efficient  routes  to  the  destination.  This 
operational  data  will  enhance  safety,  effi- 
ciency and  flexibility,  possibly  saving  up 
to  30  or  40  minutes  on  a  transpacific 
crossing. 

Aircraft  with  the  MagnaStar,  GTE 
phones  and  COMSAT  service  can  also 
take  advantage  of  a  COMSAT  connection 


enabling  up  to  five  satellite  links. 


ACROSS  THE  GLOBE:  PLANET  1 


It's  the  size  of  a  notebook,  weighs  six 
pounds  and  goes  with  you  anywhere. 
Planet  1  from  COMSAT  is  the  first  satel- 
lite communications  device  for  the  world 
traveler  that  puts  global  telephone  com- 
munications at  your  fingertips.  Whether 
you're  in  the  streets  of  Caracas,  Cologne 
or  Cairo,  this  phone  fits  in  a  briefcase  and 
can  put  you  in  touch  with  anyone  on  the 
planet. 

Once  off  the  aircraft,  international 
travelers  have  a  myriad  of  technical  com- 
munications problems  to  wade  through. 
Planet  1  solves  those  problems  because  it 
works  everywhere.  Open  the  case,  aim  the 
built-in  antenna  at  the  sky,  place  an  iden- 
tity card  in  the  slot  and  voila.  Within  sec- 
onds, you  can  connect  via  satellite  and 
receive  voice  mail,  or  place  and  receive 
calls  around  the  globe.  It's  one  planet, 
one  phone,  one  number  and  one  bill. 

Planet  1  is  the  perfect  companion  for 


the  globe-girdling  business  traveler,  par- 
ticularly during  visits  to  provincial  areas 
with  limited  phone  service.  The  system, 
recently  introduced  by  COMSAT 
Corporation,  will  soon  incorporate  fax- 
mail,  E-mail,  Internet  capability,  Caller 
ID,  call  forwarding  and  other  land-phone 
features.  COMSAT  will  also  provide  a 
personal  communications  500-number,  so 
someone  calling  you  won't  even  have  to 
know  where  you  are.  A  caller  dials  a  sin- 
gle number  to  reach  you  at  anytime,  or 
leaves  voice  mail  for  you  to  access  when 
you  "log  on"  again. 

The  built-in,  lithium-ion  battery  pro- 
vides five  hours  of  standby  power  or  1.5 
hours  of  talk  time  between  charges.  The 
90-260  volt  AC  charging  adapter  works 
worldwide.  You  can  also  recharge  the  unit 
from  a  vehicle  cigarette  lighter.  The  cur- 
rent retail  price  for  Planet  1  is  under 
$3,000,  and  peak-time  calls  are  $3  per 
minute  from  anywhere.  Future  Planet  1 
service  will  offer  enhanced  features  and 
smaller,  lighter  phones. 


ENHANCING  CUSTOMER  RELATIONSHIPS 


Steelcase  Inc.,  head- 
quartered in  Grand 
Rapids,  Mich.,  is  a  world 
leader  in  the  design,  man- 
ufacture and  sale  of  office 
furniture.  Recently, 
Steelcase  retired  some 
older  aircraft  and  pur- 
chased two  new  Dassault 
Falcon  2000s  to  use 
mainly  for  bringing 
customers  to  Grand 
Rapids  or  other  Steelcase 
factories,  showrooms  and  customer  sites  across  the 
nation.  More  than  400  customer  groups  visit  Steelcase 
during  the  year  using  the  company  airplanes.  Each  air- 
craft flies  950  hours  annually,  twice  the  industry  bench- 
mark for  efficient  utilization. 

The  aircraft  picks  customers  up  in  the  morning  and 
has  them  home  that  evening,  says  Glenn  Jones, 
Steelcase's  manager  of  aviation.  "And  the  best  part  is 
that  travel  time  is  not  lost.  It  becomes  some  of  the  most 
productive  time  our  sales  staff  has  to  build  relationships 
with  the  customer  in  a  comfortable,  relaxed  setting." 

Why  not  bring  them  in  by  commercial  airlines?  Jones 
points  out  that  Grand  Rapids  is  served  by  major  carri- 
ers, but  most  flights  are  to  airline  hubs,  requiring  at 


least  one  change  of 
plane.  "Traveling  up  to 
see  us  could  become  a 
one-  or  two-day  adven- 
ture," says  Jones.  "Our 
customers  don't  have 
that  kind  of  time  avail- 
able." According  to  a 
Steelcase  survey,  more 
than  60%  of  the  visitors 
say  they  would  not  have 
made  the  trip  commer- 
cially because  of  the  time 
factor  and  the  inconvenience. 

The  Falcon  2000's  spacious,  ten-seat  cabin  allows 
Steelcase  to  carry  two  different  customer  groups  at  the 
same  time.  An  onboard  audiovisual  system  connects  to 
laptop  computers  for  a  customized,  interactive  presen- 
tation en  route.  "We  designed  the  aircraft  as  a  flying 
office,"  Jones  says.  The  aircraft  has  a  built-in  fax- 
printer  so  anyone  can  send  or  receive  faxes  and  print 
documents  from  a  laptop. 

"Our  company  has  always  placed  the  highest  priority 
on  customer  relationships,"  Jones  points  out.  "The  air- 
craft are  part  of  that  commitment."  The  relationships 
pay  off.  Jones  reports  the  average  visit  represents  more 
than  $1  million  in  sales. 


You  pick  an  office  for  its  comfort  and  the  view. 


In  this  era  of  16  hour  workdays, 
your  office  is  wherever  you're 
sitting,  be  it  your  desk,  your 
car  or  your  jet.  So  we  totally 

redesigned  the  Beechjet  400A 

- 

cabin.  Making  it  a  place  where 
you  can  work,  but  also  a  place 
where  you  can  unwind,  regroup 
and  reflect.  In  short,  the 
most  luxurious  and  spacious 
cabin  in  its  class  is  now  in  a 
class  by  itself.  As  fast  as  ever 
and  now  more  comfortable. 
We've  made  major  improvements 
to  give  you  more  room  to  work, 
think  and  stretch.  The  new 
Beechjet  400A  cabin.  Designed 
on  the  premise  that  success 
comes  from  being  comfortable 
with  your  decisions.  And  having 
a  comfortable  place  to  make 
them.  For  more  information  call 
1-800-866-1000,  ext.  628. 


Raytheon  Aircraft 

Beech 
Hawker 


The  newest  jet-powered  helicopters 
are  a  breed  apart.  Not  only  are 
they  fast  and  agile,  they  are  also 
sufficiently  quiet  for  normal  cabin  con- 
versation. They  are  roomy,  comfortable 
and  nearly  vibration-free.  In  addition, 
twin-engine  turbine  power  means  they 
are  safe,  reliable  and  secure  in  even  the 
most  compromising  situations. 

Inside  the  new-generation  helicopters 
arc  interiors  that  reflect  the  comfort, 
sound  levels  and  passenger  amenities  of 
a  fixed-wing  business  jet,  including  tele- 
phone and  fax  capability.  Up  front  on  the 
flight  deck  are  fully  digital,  CRT  instru- 
ment displays  plus  navigation  and  control 
systems  that  rival  modern  airliners.  The 
latest  helicopters  also  offer  all-weather 


flight  capability. 

Helicopter  cruise  speeds  are  nearing  a 
staggering  200  mph,  and  when  you  factor 
in  that  helicopters  can  pick  up  and  drop 
off  travelers  practically  at  the  doorstep, 
you  have  unprecedented  utility.  A  ten- 
minute  helicopter  flight  can  evaporate  a 
two-hour  traffic  delay.  Frequently  used  to 
leapfrog  chronic  gridlock  in  major  metro- 
politan areas,  the  helicopter  is  as  much  of 
a  time  multiplier  as  the  business  jet. 


A  FLEET  FOR  ALL  REASONS 


General  Electric  operates  a  fleet  of 
aircraft  including  two  intercontinental 
Gulfstream  GIVs,  two  long-range 
Canadair  Challengers,  a  Raytheon 
Hawker,  a  Cessna  Citation  III  and  four 
Sikorsky  S76  helicopters.  "Our  flight 
operation  works  24  hours  a  day,"  says 
Richard  Sismour,  GE  manager  of  corpo- 
rate air  transportation.  "With  ten  aircraft, 
there  is  generally  no  area  of  the  world 
where  they  are  not  serving  the  needs  of 
the  corporation." 

The  four  S76s  log  about  560  hours  per 
year,  in  total,  operating  within  a  100-mile 
radius  of  New  York  City.  They  are  primar- 
ily used  to  shuttle  corporate  officers 
between  meetings  at  company  locations  in 
Fairfield,  Conn.,  and  Rockefeller  Center 
in  Manhattan.  The  helicopters,  which 
land  at  any  of  the  three  Manhattan  heli- 
ports, make  the  inter-office  flights  in 
about  15  minutes.  By  road,  the  same  trip 
in  peak  traffic  could  last  more  than  two 
hours.  "Time-saving  is  extraordinary," 
says  Sismour. 

Regular  flights  service  GE  passengers 
flying  on  the  company  jets  based  at 
Westchester  County  Airport  or  on  com- 
mercial flights  at  LaGuardia  or  JFK  air- 


ports. At  other  times  the  four  S76s  route 
to  key  locations  throughout  the  Northeast 
"Every  day  is  different  for  us,"  says 
Sismour.  The  six-passenger,  1 70  mph 
helicopter  is  a  favorite  at  GE  because  of 
comfort,  speed  and  twin-engine  reliability, 
an  important  safety  feature  for  over-water| 
takeoffs  and  landings. 


SUPER  SHUTTLE 


Wayfarer  Aviation,  based  at 
Westchester  County  Airport  in  White 
Plains,  N.Y.,  operates  and  maintains  two 
fast  Agusta  109  MKII  helicopters  for 
their  owners  in  the  New  York  area.  "The 
Agusta  gives  its  owners  the  ability  to 
land  at  an  uncongested  New  York  metro- 
politan area  airport  like  Westchester  and 
be  in  Manhattan  within  15  minutes," 
says  Wayfarer  President  Jim 
Christiansen.  Many  Wayfarer  clients  also 
charter  the  Agustas  to  route  from  offices 
in  the  surrounding  New  York  area  to  then 
fixed-wing  fleets  that  fly  worldwide. 
"Traveling  between  Manhattan  and  any  ol 
the  New  York  airports  by  road  could  take 
as  much  as  an  hour  and  a  half.  There  is 
little  point  having  a  major  investment  in 
an  aircraft  that  saves  time  in  the  air  only 
to  lose  time  on  the  ground  after  you 
land,"  says  Christiansen. 

The  fast,  economical  Agustas  beat  any 
form  of  transportation  by  a  wide  margin 
on  the  northeastern,  city-to-city  routes. 
New  York  to  Washington  is  a  90-minute 
helicopter  flight  that  could  take  three 
hours  by  train  and  four  hours  by  highway. 
You  can  land  at  the  nation's  capital, 
Christiansen  points  out,  by  the  time  you 
would  have  reached  the  gate  for  your 
departing  airline  shuttle. 

Outside  the  congested  metropolitan 


Inside  the  new-generation  helicopters  are 
interiors  that  reflect  the  comfort, 

sound  levels  and  passenger  amenities 
of  a  fixed-wing  business  jet,  including 
telephone  and  fax  capability. 


Learjet  3/A 


Here's  A  Business  Jet  Solution  For  People 
Who  Never  Thought  They  Could  Afford  A  Business  Jet. 

Flexjtx.  is  a  business  jet  ownership  program  for  individuals  and  companies  who  need 
the  flexibility  and  efficiency  of  a  business  jet,  but  who  up  to  now  thought  the  cost  was 
out  of  reach.  Flexjet  is  the  flagship  program  of  Business  JetSolutions',  a  business  that 
combines  the  strengths  of  Bombardier's  Learjet*  and  Challenger"  programs  with  those 
of  AMR  COMBS,  North  America's  premier  supplier  of  aviation  services. 

F/exJet  is  a  fractional  ownership  program  that  gives  you  access  to  a  professionally- 
managed  fleet  of  business  jets.  It  instantly  increases  your  access  to  North  American 
destinations  from  the  500  airports  served  by  commercial  airlines,  to  over  5,000  served 
nonstop  by  our  business  jets. 

Unequaled  Flexibility  And  Unparalleled  Service 

As  a  Flexjet  owner,  your  aircraft  is  available  to  you  anywhere  in  North  America.  Seven 
days  a  week.  24  hours  a  day.  On  as  little  as  four  hours  notice.  You  also  have  the  option 
of  choosing  the  aircraft  type  that  best  suits  your  travel  requirements.  Or  of  using  more 
than  one  aircraft  on  the  same  day  if  needed.  So  wherever  business  takes  you,  the  highly 
efficient  Learjet  31  A,  the  all-new  Learjet  45,  the  mid-size  Learjet  60,  or  the  widebody 
Challenger  business  jet  are  ready  to  take  you  there. 


Learjet  45 


Learjet  60 


No  Surprises 

As  an  owner-member,  you  have  automatic  access  to  any  aircraft  in  the  fleet.  You  pay 
only  for  the  hours  you  fly,  plus  a  monthly  management  fee  which  includes  the  handling  of 
all  aircraft  maintenance,  pilots,  crew  availability, 
hangars,  fuel,  and  insurance.  We  also  guarantee 
response  times  and  the  repurchase  of  your  aircraft 
shares.  The  definitive  fractional  ownership  pro- 
gram, F/exJet  lets  you  choose  from  a  variety  of 
share  sizes  and  aircraft  types.  So  you  can  tailor 
services  and  costs  to  your  exact  requirements. 
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Discover  for  yourself  how  cost-effective, 
efficient  and  productive  Flexjet  can  be. 
Call  1-800-590-JETS. 


Challenger  604 


Jet  Solutions 

The  Executive  Aviation  Affiliate  of 

AmertcanAirlines 

®Leanet  and  Challenger  are  registered  trademarks  of  Bombardier  Inc. 
ft  American  Airlines  is  a  registered  trademark  of  AMR  Corporation  Inc. 
'"Business  ]ttSolutiom  and  Ffexjet  are  registered  trademarks  (pending)  of  Bombardier  Inc 


For  full  ownership  of  a  Challenger  aircraft,  please  contact  Keith  B.  Garner  at  (860)  249-2600. 
For  Learjet  aircraft,  please  contact  Roger  Sperry  at  (316)  946-2450,  ext.  279. 


Above  the  weather.  No  traffic.  IS 


Since  wc  launched  business  aviation  almost  four 
decades  ago,  Gulfstream  has  consistently  built  the 
world's  most  coveted  aircraft.  Planes  like  the 
Gulfstream  IV-SP,  the  most  successful  business  jet 
]  history.  Quickly  climbing  to  45,000  feet,  it  soars 


above  congested  airways  and  turbulence,  while  it 
100%  fresh  air  cabin  delivers  you  to  your  destina 
tion  rested  and  refreshed.  Now,  the  same  advance 
thinking  that  has  made  Gulfstream  the  choice  of 
more  than  900  CEOs  the  world  over,  brings  you 


J 


Nothing  flies 
like  a  gulfstream. 


MPS.  NO  STALE  AIR.  NO  COMPROMISES. 


ultimate  business  jet,  the  ultra  long-range 
ilutionary  Gulfstream  V. 
>r  information  on  the  legendary  Gulfstream  IV-SP 
aft,  or  to  request  our  new  54-page  brochure  on  the 
'utionary  Gulfstream  V,  contact  Bill  Boisture,  President, 


Gulfstream  Aircraft  Incorporated,  P.O.  Box  2206,  MIS  B-02, 
Savannah,  GA  31402-2206  or  call,  (912)965-5555. 

Gulfstream 


areas,  the  Agusta,  flown  by  two  Wayfarer 
pilots  for  added  safety,  can  land  at  plant 
and  construction  sites  without  a  need  for 
a  n6arby  airport  or  public-use  heliport 
"Once  von  try  it  under  the  right  circum- 
stances," says  Christiansen,  ''you'll  lind 
the  helicopter  is  an  invaluable  tool.  Our 


customers  rely  on  the  \gusta  because 
their  day  is  highly  structured  and  the 
helicopter  provides  the  time  for  them  to 
be  fill  I  v  productive." 


STAYING  AHEAD  OF 
THE  COMPETITION 


Addinglnn  Enterprises  in  \shland, 
Ky.,  is  a  small,  300-employee,  privately 
held  mining  company  that  has  mining 
interests  throughout  the  eastern  U.S., 
Colorado  and  the  Midwest, 

The  American  Eurocopter  A-Star  heli- 
copter. Raytheon  K i njz  Air  and  a 
Raytheon  Hawker  800  allow  a  very  small 
management  team  to  work  effectively, 
says  George  Cain,  director  of  \ddingtons 
flight  operations.  The  helicopter  operates 
in  a  200-mile  radius  across  the 
Appalachians.  The  one-hour  flight  to  the 
company's  Tennessee  mine  near  Know  die 
would  require  five  hours  on  the  road. 

The  A-Star  allows  Addington's  engi- 
neers and  management  supervisors  to 
visit  multiple  sites  quickly  and  easily. 
"It's  a  great  industrial  tool.  We  can  do  in 
the  helicopter  what  would  be  impossible 
otherwise,"  savs  Cain,  '"and  it  gives  us  a 
quantum  leap  over  the  competition." 

The  helicopter  flies  an  impressive  400 
hours  per  year,  carrying  engineers,  geolo- 
gists, surveyors,  top  management  and 
land  management  personnel. 

"Management  uses  the  A-Star  daily  to 
inspect  sites  and  make  on-the-spot  deci- 
sions," Cain  says.  "These  are  decisions 
that  can't  be  made  by  telephone  or  fax 
because  a  mistake  in  judgment  could  be 
costly." 


ENHANCING  CORPORATE  COMMUNICATIONS 


Joseph  E.  Seagram  &  Sons.  Inc.,  flies  a 
Rell  230,  which  will  soon  be  replaced  by 
the  larger,  more  capable  Rell  130  with  a 
top  speed  of  160  mph  and  maximum  seat- 
ing for  eight  passengers.  The  helicopter 
links  Seagram's  Manhattan  office  with  the 
Gulfstreams  based  at  Westchester  County 
Airport  in  White  Plains.  N.V..  but  also 
flies  throughout  the  New  York  area  to  sup- 
port the  needs  of  Seagram's  many  sub- 
sidiaries. A  12-minute  flight  in  the  Rell 
can  substitute  for  a  two-hour  nightmare  on 


the  highway.  The  Rell  430,  equipped  with 
the  latest  air/ground  communications,  will 
provide  (light-tracking  functions  and  cow 
stant,  worldwide  telephone  capability 
including  contact  with  Seagram  offices  am 
other  aircraft. 


THE  LATEST  INNOVATIONS 


Recent  helicopter  introductions 
include  Rell  Helicopter Textron's  Model 
430.  American  Eurocopter's  new  Ed- 135 
and  Sikorsky's  powerful  S70C+.  These 
new  aircraft  offer  greater  speed,  power 
and  overall  capability  combined  with 
safety,  security  and  reliability. 

Agusta  is  poised  to  introduce  the  latest 
in  the  fast  and  comfortable  A  100  series: 
the  \109Power.  This  twin-engine  heli- 
copter will  be  powered  by  latest-technology 
turbine  engines  providing  exceptional 
speed,  agility  and  reliability.  At  193  mph. 
the  Agusta  will  be  at  your  destination 
before  you  can  imagine  it,  and  you'll  fly  in 
wide-cabin  comfort,  arriving  relaxed,  pre- 
pared and  ready  to  go. 


TILTROTOR:  THE  HYBRID 
HELICOPTER-PLANE 


Imagine  taking  off  vertically  from  a 
center-city  rooftop,  transitioning  to  hori- 
zontal flight,  accelerating  to  turboprop 
speeds  exceeding  325  mph.  cruising  for 
more  than  1.000  miles,  then  slowing  to 
zero  and  landing  vertically  at  a  plant- 
side  heliport.  It's  not  a  dream.  This  flight 
is  possible  on  a  tiltrotor.  a  combination 
of  a  helicopter  and  a  fixed-wing  aircraft. 

In  a  joint  effort,  Rell  Helicopter 
Textron  and  Boeing  Helicopter  Corp.  are 
considering  a  commercial  variation  of 
this  unique  hybrid  military  vehicle.  The 
tiltrotor  merges  the  flexibility  of  a  heli- 
copter with  the  look  and  performance  of 
an  airplane.  Originally  developed  for  the 
U.S.  Marines,  this  proof  of  concept  vehi- 
cle has  been  successfully  flying  for 
years.  The  Rell/Roeing  D600  Civilian 
Tiltrotor  will  be  designed  for  nine  to  12 
passengers  and  offer  capability  and  per- 
formance unique  to  any  aircraft  in  the 
skv.  A  decision  to  produce  the  tiltrotor 
for  the  civilian  marketplace  will  be  made 
in  December. 


IT'S  NOT  ONLY 
HOW  FAST  YOU  FLY 
IT'S  HOW  SMART. 


The  1996  Malibu  Mirage  makes  smart  business  sense.  The  Mirage  puts  you  jmm^. 
in  control  of  the  plane,  and  your  day.  Arrive  when  you  need.  Depart  when  you 
want.  Your  associates  can  conduct  meetings  in  luxurious  comfort  along  the 
way.  And  on  a  typical  business  trip,  you'll  arrive  within  minutes  of  many  turbo- 
props  and  light  jets.  All  for  a  fraction  of  their  acguisition  and  operation  costs.  it'samirage. 


Piper 


For  a  look  at  a  really  smart  way  to  fly.  call  The  New  Piper  Aircraft  at 
(407)  567-4361.  ext.  2400.  FAX  (407)  778-2144.  Internet:  http://www.newpiper.com/ 

THE   NEW   PIPER   AIRCRAFT   INC  .   3936   PIPER   DRIVE.   VERO   BEACH.   F  L  33960 
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perating  a  business  aircraft  can  be 
|         cotnj >b  -  I  iLisiness  ll  involves  hir- 
v__X  ing  ami  scheduling  crews,  mainte- 
nance, hangarage,  administration  and  a 
host  of  other  responsibilities.  While  some 
companies  are  not  averse  to  creating  a 
separate  department  in-house,  others  look 
to  professional  management  companies 
that  specialize  in  the  operational  details. 

Outsourcing  the  management  function 
is  extremely  popular,  particularly  for  the 
first-time  aircraft  buyer  or  companies  that 
want  to  free  themselves  of  the  overhead, 
says  Jerry  Keating,  general  manager  of 
Teterboro,  N.J. -based  Jet  Aviation 
Business  Jets  Inc.  "Many  companies  want 
the  benefit  of  owning  their  business  air- 
craft without  the  headaches,"  says 
Keating.  "If  they  don't  want  to  focus 
resources  away  from  their  core  business, 
they  can  turn  to  aircraft  management  com- 
panies with  experience  and  knowledge 
whose  sole  business  is  aviation."  With  a 
total  managed  fleet  of  145  aircraft  (about 


Another  benefit  to  the  owner  hiring  a 
management  company  is  that  firms  — 
through  their  own  economy  of  scale  — 
pass  on  savings  for  purchases  of  parts, 

equipment,  fuel  and  other  services. 


Highly  regarded  aircraft  management 
companies  like  Jet  Aviation,  Aviation 
Methods,  Business  Jet  Solutions  and 
Wayfarer  Aviation  have  extensive  interna- 
tional flight  experience.  They  have  crews 
that  are  highly  trained  in  international 
flight  operations,  and  they  have  the 
resources  to  arrange  the  necessary  details 
that  reduce  or  eliminate  customs  and 
diplomatic  delays. 

Another  benefit  to  the  owner  hiring  a 
management  company  is  that  firms  — 
through  their  own  economy  of  scale  — 
pass  on  savings  for  purchases  of  parts, 
equipment,  fuel  and  other  services.  Since 
experienced  flight  management  compa- 
nies operate  a  variety  of  aircraft,  there 


are  other  important  benefits  available 
when  your  own  aircraft  is  under  mainte- 
nance. Keating  points  out  the  manage- 
ment firm  can  generally  organize  an 
internal  charter  using  its  charter  fleet  or 
a  time  exchange  for  your  using  another 
managed  aircraft. 

When  a  company  is  not  using  its  air- 
craft to  the  fullest  potential,  the  manage- 
ment firm  can  sell  available  hours  for 
charter  on  your  behalf.  This  charter 
income  can  be  applied  to  offset  fixed 
operating  expenses.  It  is  one  way  to 
reduce  the  cost  of  ownership  and  maintain 
all  the  benefits.  Keating  points  out.  About 
half  of  Jet  Av  iation's  managed  aircraft  are 
also  in  the  charter  fleet. 


WHEN  THE  CLIENT  CALLS 


Stan  Richards 
started  business  in  a 
garage  apartment  40 
years  ago.  Today,  his 
Dallas  firm  is  one  of 
the  top  full-service 
advertising  agencies 
in  the  U.S.,  with  315 
employees,  $300  mil- 
lion in  annual  billings 
and  clients  from 
coast  to  coast. 

Developing  good 
advertising  strategy  means  working  closely  with  clients. 
"We  take  tremendous  advantage  of  E-mail,  fax  and 
video  conferencing,  but  there  is  no  substitute  for  sitting 
across  a  table,"  says  Richards.  "Even  though  we  can 
move  information  back  and  forth,  certain  ideas  require 
direct  face-to-face  communications."  So  The  Richards 
Group  travels  a  lot. 

Nine  years  ago,  with  a  client  base  stretching  from 
Yarmouth,  Me.,  to  San  Francisco,  Richards  determined 
that  a  business  aircraft  made  good  economic  sense. 
"Generally  we  visit  a  client  with  four  to  seven  people," 
said  Richards.  "When  you  look  at  the  airfare  alone,  we  can 
justify  the  expense  of  using  our  own  aircraft."  He  started 
with  charter,  bought  his  first  Learjet  in  1989,  traded  that 


in  this  year  and  took 
delivery  of  a  new, 
midsize  Learjet  60. 

The  time-saving 
is  the  real  clincher. 
Although  Dallas  is 
well  served  by  air- 
lines, Richards  was 
meeting  with 
clients  in  small 
towns  across  the 
nation  that  were 
difficult  and  time- 
consuming  to  reach.  "With  the  company  aircraft  we  can 
leave  early  in  the  morning,  spend  quality  time  with  our 
clients  and  return  the  same  day.  We  have  a  great  deal 
more  control  over  our  business  and  our  transportation 
this  way,"  says  Richards.  "What  we  sell  is  people's 
time.  It's  important  to  be  back  in  the  office  and  gener- 
ate product." 

The  Learjet  60  averages  two  trips  per  week  and  logs 
an  impressive  400  hours  per  year.  "We  also  do  a  lot  of 
airline  flying  —  that's  the  bulk  of  our  travel,"  Richards 
adds.  "But  to  retain  the  clients  we  have  throughout  the 
country,  we  need  to  provide  service.  If  someone  asks, 
'Can  you  be  here  Tuesday  at  8:30  a.m?'  we  can  always 
say,  'Yes.'" 


Just  How  Versatile  Is  Your 
Airborne  Communications  System? 


When  you  were  eight  years  old,  a  couple 
of  tin  cans  and  a  piece  of  string  seemed 
like  a  pretty  great  way  to  communicate.  But 
now,  primitive  phone  systems  just  won't 
cut  it.  You  need  voice,  data  and  fax. That's 
where  the  MagnaStar"  digital  air- 
borne phone  from  Hughes 
Defense  Communications 
comes  in. 

Because  the  MagnaStar 
isn't  tied  to  just  one  com- 
munications link,  you  can 
do  more  than  one  thing  at  a 
time,  enabling  you  to  make 


critical  business  decisions  at  a  moment's 
notice.  By  adding  SATCOM  or  HF  the 
MagnaStar  system  becomes  even  more 
versatile.  And  because  it  interfaces  with 
Honeywell  and  Collins  equipment, 

MagnaStar  is  a  totally 
integrated  communica- 
tions solution. 

Flexible.  Expandable. 
Integrated. That's  what  it's 
all  about.  The  MagnaStar 
digital  airborne  phone 
from  Hughes.  Simply  the 
best  way  to  communicate. 


HUGHES 


A  HUGHES  ELECTRONICS  COMPANY 
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COMMUNICATIONS 


MagnaStar 
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For  information,  contact: Joe  LoCascio  .11  loio  Production  Rd.,  Ion  Wayne,  IN  i68()N.  Phone  (219)  129-STAR  <>r  Fax  (219)  429-8699.  MagnaStar"  is  a  registered  trade- 
mark of  Hughes  Aircraft  Company  GTE  Airfone  Incorporated  operates  under  a  license  issued  h\  the  Federal  <  ommunicalions  Commission  (I  CC)  The  liability  of  the  air 
carrier  and  GTEAirfone  Incorporated  tor  failure  of  communic  ations  is  limited  to  call  charges  only.  Airfone  is  a  registered  service  mark  of  GTE  Airfone  Incorporated. 
©1996  Hughes  Aircraft  <  ompan) 


For  businesses  thai  feel  owning  a 
company  aircraft  is  impractical, 
charter  provides  all  the  benefits 
without  the  capital  investment.  You  pay  as 
you  use  il.  Charter  also  oilers  tin'  flexibil- 
it)  "I  selecting  from  a  wide  variety  of  air- 
craft types  that  best  suit  your  need.  And 
with  charter,  just  as  with  your  own  air- 
craft, son  are  in  control.  Von  determine 
when  vou  leave,  when  you  return  and 


where  you  stop  in  between. 

Companies  that  charter  look  at  il  as 
buying  time.  So  charter  represents  not 
travel  cost  hut  rather,  business  value  com- 
bined with  safety  and  security. 

There  are  many  top-quality  charter 
operators  across  the  nation  that  offer 
worldwide  charter.  Some  with  exemplary 
standards,  such  as  Wayfarer  Av  iation  in 
White  Plains,  N.Y..  Business  Jet  Solutions 
in  Dallas  and  Jet  Aviation  Business  Jets  of 
Teterboro.  N.J.,  now  the  largest  charter 
operator  in  the  world,  serve  customers  at 
any  location  in  the  U.S.  or  abroad. 

With  a  fleet  of  more  than  145  aircraft 
based  strategically  across  the  U.S., 
Europe,  the  Middle  East  and  the  Far  East. 
Jet  Aviation  Business  Jets  provides  world- 
wide charter  and  scores  top  marks  for  ser- 
vice.  reliability  and  professionalism.  That's 
just  one  reason  why  Ruth  Mollor.  Jet 
Aviation  manager  for  charter  sales,  will  tell 
you  business  is  booming.  There  are  a  lot  of 
other  reasons,  says  Mollor.  "The  U.S.  econ- 
omy is  healthy  and  companies  are  invest- 
ing more  in  travel.  They  are  getting  more 
of  their  key  personnel  into  the  field  to 
develop  business,  and  they  are  using  char- 
tered corporate  aircraft  to  do  it." 

Mollor  handles  charter  requests  daily 
that  emphasize  the  need  to  move  quickly, 
do  business  and  return  the  same  day. 
"Getting  the  job  done  quickly  and  being 
able  to  work  —  not  travel  —  the  following 
day,  is  increasingly  more  important,"  says 
Mollor.  "These  companies  use  charter  air- 
craft because  when  time  is  of  the  essence, 
charter  is  the  most  cost-effective  way  to 
transport  key  executives  on  an  on- 
demand,  'go  when  you're  ready'  basis." 

Because  one  of  Jet  Aviation's  locations 


is  close  to  Manhattan,  some  of  its  frequent 
fliers  are  the  Wall  Street  brokerage  houses. 
Initial  public  offerings  (ll'Os)  are  big 
business  and  time  is  critical.  "Some  of 
these  IPO  trips  hit  three  or  four  cities  a 
dav  in  five  days."  savs  Mollor.  "That's 
logistically  impossible  on  a  commercial 
schedule."  Only  the  flexibility  of  charter 
(or  your  own  aircraft)  allows  you  to  go 
where  vou  want,  when  you  want  and  v  isit 
multiple  locations  in  a  single  dav. 

Charter  is  not  just  transportation  but  a 
full  package  of  benefits:  a  totally  flexible, 
door-to-door,  not  just  airport-to-airport 
service  that  generates  time  and  creates 
opportunity.  "Commercial  airlines  make 
traveling  inexpensive."  savs  Mollor,  "but 
they  leave  the  dav's  focus  on  travel."  \\  ith 
a  business  aircraft  charter,  vou  can  dis- 
cuss business  and  work  on  confidential 
matters  en  route.  The  focus  is  on  business 
even  while  you  travel. 

To  ensure  the  best  sen  ice.  quality  and 
value.  Mollor  suggests  asking  many  ques- 
tions before  you  charter.  Ask  about  insur- 
ance and  flight  crew  experience.  Are  the 
pilots  trained  by  a  recognized  professional 
training  organization  using  the  latest  tech- 
nology, including  adv  anced  flight  simula- 
tors? Do  they  train  on  a  six-month  basis? 
How  extensive  is  the  operator's  fleet?  Who 
does  the  maintenance?  Do  they  hav  e  the 
right  aircraft  for  your  specific  needs?  Are 
they  a  24-hour  operation?  "They  should 
be,"  says  Mollor.  Ask  for  a  tour  of  the  facil- 
ity. Look  over  the  aircraft.  Are  the  people 
pleasant  and  professional?  "If  you  have 
questions  or  concerns,  voice  them,"  says 
Mollor.  "You're  placing  your  company's 
most  valuable  assets  in  their  hands.  You 
should  feel  confident  with  the  decision." 


Charter  is  not  just  transportation 

but  a  full  package  of  benefits: 
a  totally  flexible,  door-to-door, 
not  just  airport-to-airport 
service  that  generates  time 

and  creates  opportunity. 
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AVIASTAR 

Matching  the  instant  legibility  of 
today's  cockpit  instruments,  the 
Aviastar  mechanical  chronograph 
features  a  black  and  white  dial  that's 
easy  to  read  day  and  night  under  all 
circumstances. 

Its  NAVlTlMER-type  case  recalls  the 
heyday  of  the  Lockheed  Constellation, 
the  airliner  that  set  the  stage  for 
today's  non-stop  transoceanic  flights 


BREITLING  USA  INC. 

P.O.  Box  110215,  STAMFORD 

Tel.:  203  /  327  1411,  Fax:  203  /  327  2537 


Mechanical  chronograph 

The  easy-to-operate  Aviastar  chrono- 
graph is  a  professionally  designed 
wrist  instrument  measuring  times 
from  'Ath  second  to  12  hours 
including,  when  needed,  inter- 
mediate and  cumulative  flying  times. 
Available  in  steel,  with  leather  strap 
or  choice  of  Navitimer  or  Pilot 
bracelet. 


INSTRUMENTS      FOR  PROFESSIONALS 


V  E  R.T  IS  EM  E  N  T 


With  interest  and  inflation  rates 
low,  leasing  makes  sense.  "It's 
a  popular  option  for  new  air- 
<  r  ill  ac(|iiisition,  because  of  all  the  tradi- 
tional leasing  benefits,"  says  Richard 
Ramsden,  vice  president  for  aviation  leas- 
ing  al  The  CIT  Group/Industrial 
Financing,  an  operating  unit  of  The  CIT 
Group,  a  company  of  The  Dai-Ichi  Kangyo 
Bank  Limited  and  Chase  Manhattan 
Corporation. 

The  decision  is  driven  by  financial 
ratios.  Ramsden  points  out.  "A  company 
could  spend  from  $5  million  to  $35  million 
on  the  newest  turbine-powered  business 
aircraft,  and  this  kind  of  debt  could  have 
significant  impact  on  financial  ratios,"  says 
Ramsden.  For  growing  companies,  these 
debt  and  leverage  ratios  are  critical. 

"Companies  lease  when  there  is  a  need 
to  keep  debt  off  the  balance  sheet," 
Ramsden  notes.  Bank  covenants  may  pro- 
hibit additional  debt.  Maintaining  current 
financial  ratios  may  enhance  borrowing 
opportunities  in  the  future.  Companies 
with  tax-loss  carryforwards  may  not  have 


the  financial  appetite  for  capital  purchase 
tax  and  depreciation  benefits. 

"Leasing  is  also  a  way  to  protect 
against  risk  of  market  fluctuations,"  he 
says.  "Leasing  costs  are  guaranteed,  and 
at  the  end  of  a  lease,  a  company  can  walk 
away.  There  are  no  assets  to  be  sold.  The 
leasing  company  carries  the  risk." 

Turbine-powered  aircraft  hold  their 
value,  making  lease  rates  more  attractive, 
says  Ramsden.  "And  with  the  supply  of 
used  aircraft  slimmer  than  ever  before, 
residual  values  are  expected  to  remain 
high.  Leasing  makes  a  lot  of  sense." 

Lou  Seno  of  McDonnell  Douglas 
Finance  Corporation,  based  in  Bloomfield 
Hills,  Mich.,  agrees.  "More  and  more 
companies  are  looking  at  this  as  an  alter- 
native to  ownership.  Cash  is  king  in  the 
world  of  mergers  and  acquisitions,"  he 
emphasizes.  "Companies  are  saying, 
'maybe  we  ought  to  do  this  with  someone 


else's  money.'  With  leasing,  you  can  have 
the  money,  and  have  your  airplane." 

By  far  the  most  active  growth  area  for 
aircraft  acquisition.  Ramsden  points  out, 
is  in  fractional  ownership  through  compa- 
nies such  as  Business  Jet  Solutions  or 
Executive  Jet  Aviation.  CIT  is  heavily 
involved  with  leasing  in  this  arena. 

In  addition  to  conventional  leasing,  CIT 
offers  financial  options  to  suit  the  varied 
needs  of  growing  companies.  For  example, 
there  is  a  hybrid,  synthetic  lease  —  essen- 
tially an  off-balance-sheet  loan  —  which  h 
a  lease  for  accounting  purposes  and  a  loan 
for  tax  puiposes.  There  are  also  straight 
debt  options  tailored  with  various  payment 
schedules  to  meet  the  cash  flow  needs  of 
the  company. 

The  market  for  leasing  is  intensely  com* 
petitive,  says  Ramsden.  "\ou  have  every 
bank  in  the  U.S.  competing  for  the  transac 
lion."  For  the  buyer,  this  is  good  news. 


INCREASING  SALES  WITH  SOLID  SUPPORT 


The  pretzel  machine  that  Terry 
Graff  described  is  as  long  as  a 
football  field,  starts  with  the  ingre- 
dients on  one  end  and  turns  out 
baked,  salted  pretzels  100  yards 
later.  Graff  is  president  of  family- 
owned  Reading  Pretzel,  headquar- 
tered in  Reading,  Penn,  His  com- 
pany manufactures  and  sells  its 
million-dollar  production  lines  to  snack  food  giants  like 
Fnto-Lay,  Eagle  Snacks  and  many  other  large  regional 
manufacturers. 

Reading  Pretzel  also  owns  a  Cessna  CitationJet  —  a 
six-passenger  entry-level  jet  that  Graff  views  as  one  of 
his  best  sales,  marketing  and  product  support  resources. 
"The  main  thing  for  me  is  flexibility,"  says  Groff.  "I  can 
be  out  to  see  a  customer,  fix  a  problem,  make  a  sale  and 
be  back  to  run  the  company.  Plus  I  can  change  my  plans 
at  will  and  not  be  tied  to  an  airline  schedule." 

Fnto-Lay  in  Canton,  Ohio,  operates  four  Reading  Pretzel 
lines.  Flying  commercially  from  Reading  to  Canton,  the 
trip  takes  six  and  a  half  hours  and  then  you  end  up  in 
Canton  overnight,  says  Groff.  "With  the  CitationJet.  I  can 
leave  home  at  8:00  a.m..  be  in  Canton  at  9:30  and  back 
in  my  office  at  lunchtime."  Groff  regularly  visits  a  plant  in 


Pulaski.  Tenn.,  an  hour  and  a  hal 
flight  and  minutes  from  the  local 
airport  by  road.  "It's  75  miles  froi 
the  nearest  commercial  airport, 
he  says. 

What  about  the  expense  of  owr 
ership?  "Anyone  who  looks  at  co: 
of  the  airplane  alone  is  short- 
sighted," says  Groff.  "You  have 
consider  the  cost  of  the  individual.  I  don't  want  my  vice 
president  of  engineering  sitting  in  a  departure  lounge 
when  he  can  be  on  our  airplane  and  arrive  in  the  time 
that  most  wait  to  board  an  airliner.  The  time-saving  anc 
efficiency  can't  be  matched." 

Groff  quickly  adds.  "Accountants  don't  understand 
what  it  takes  to  make  a  sale.  They  don't  understand 
what  it's  like  when  your  vice  president  of  sales  leaves 
you  because  his  wife  can't  stand  his  travel  schedule. 
And  product  support  has  value  that  cannot  be  calcula 
ted,"  says  Groff.  "We  can  put  mechanical  and  electrical 
engineers  plus  parts  in  the  airplane  and  be  anywhere 
between  the  Midwest  and  the  East  Coast  in  less  than 
three  hours.  We  took  a  replacement  belt  to  a  plant  withir 
an  hour  or  two  of  its  call.  You  can't  leave  25  people 
standing  around  all  day  until  a  part  arrives." 


XGUSTk 
J\Q9POWER 


Accelerating  You 

to        **  ^ 
The  Speed  of  Business 


Today's  high-speed  business  world  never  slows  down.  From  dawn  to  dusk  and  beyond, 
business  is  booming,  the  pace  is  hectic,  driven  by  the  deals  that  make  the  money. 

Setting  the  pace  in  today's  non-stop  business  world  is  Agusta's  new  A109  POWER,  the 
newest  helicopter  from  the  globally  renowned  rotorcraft  builder.  Drawing  on  a  heritage 
of  over  six  hundred  A109's  sold  worldwide,  the  new  A109  POWER  gives  businesses  more 
of  what  they  buy  a  helicopter  for  -  improve  their  bottom  line  and  reliably  provide  secure, 
efficient,  cost  effective  travel  to  outpace  their  competitors. 


More  speed:  The  A 109  POWER  cruises  at 
184  mph,  faster  than  any  other  production 
helicopter  in  its  class. 


More  room:  The  A 109  POWER  comfortably 
accommodates  seven  passengers,  along  with 
luggage,  in  first-class  levels  of  quiet  comfort 
and  distances  over  350  miles. 


More  power:  A  pair  of  640  shaft  horsepower  Pratt  &  Whitney  turbine  engines  ensure  reliable 
performance  and  ample  power  margin,  more  than  enough  to  qualify  the  POWER  for  compli- 
ance under  ICAO  Category  A  requirement  for  single  engine  and  elevated  helipad  operations 
at  maximum  gross  weight. 

/IGUSTk 

Agusta  A109  POWER  -  Keeping  up  with  the  speed  of  business 


Agusta  Aerospace  Corporation,  3050  Red  Lion  Road,  Philadelphia,  PA  1 91 1 4 
215/281-1400  Fax:  215/281-0447 


~1    ^  xecutives  at  every  company  with 
1-^     a  business  aircraft  had  similar 
■    A  comments.  "We  feel  comfortable, 
safe  and  secure  because  we  know  our 
pilots  and  maintenance  technicians  and 
we  know  bow  they  train." 

The  corporate  pilot  holds  the  key  to 
safety  and  security  for  a  company's  most 
important  assets  —  its  people.  That 
means  a  company  must  select  aviation 
professionals  with  the  very  best  qualifi- 
cations. But  the  current  supply  of  highly 
experienced  pilots  and  technicians  is 
quickly  drying  up. 

"The  source  for  the  future  is  going  to 
be  the  well-trained  college  graduate," 
underscores  Dr.  Steven  M.  Sliwa,  presi- 
dent of  Kmbry-Riddle  Aeronautical 
University.  He  says  so  for  good  reason. 
"The  sophisticated  aircraft  flown  today 
demand  new  skills.  These  aircraft  are 
highly  automated  and  demand  managerial 
abilities  involving  a  team  effort,"  says 
Sliwa.  "Students  must  be  trained  from 
the  start  to  use  every  resource  available 
and  to  work  as  a  cohesive  unit.  These 
resource  management  skills  are  as  vital 
in  running  a  company  as  they  are  in  fly- 
ing the  company  aircraft." 

In  that  regard,  Embry-Riddle  stu- 
dents in  the  four-vear  degree  program 
graduate  with  solid  background  in  their 
aviation  and  aerospace  technical  fields 


as  well  as  in  the  humanities,  arts,  sci- 
ences, communications  and  manage- 
ment. Sliwa,  who  is  on  the  leading  edge 
of  management  training  and  aerospace 
education,  believes  a  well-rounded  stu- 
dent is  best  prepared  to  be  the  manager 
of  the  future.  "The  broad  range  of  criti- 
cal skills  needed  to  manage  a  corporate 
aviation  department  requires  an  aviation 
professional  who  can  evaluate  the  return 
on  investment  and  understand  aircraft 
selection  and  finance  options,  as  well  as 
the  technical  demands  of  maintenance 
and  flying." 

Paul  McDuffee,  Embry-Riddle's  vice 
president  of  university  relations  and 
director  of  training,  confirms  Sliwa's 
assertions.  "The  corporate  pilot  of  the 
future,"  he  says,  "will  not  be  one  with 
vast  experience,  but  one  with  superior 
background  that  includes  management 
skills  as  well  as  the  sophisticated  train- 
ing associated  with  the  latest  simulation 
and  computer-based  training  tools." 

Recently,  FlightSafety  International, 
Inc.,  the  premier  corporate  aircraft  train- 
ing organization,  joined  with  Embry- 


Riddle  in  an  advanced  pilot  training  pre 
gram  using  two  of  the  most  sophisticated 
aircraft  simulators  available.  These 
FlightSafety-built  simulators  offer  the 
highest  level  of  aircraft  realism  possible 
short  of  the  airplane  itself.  They  are  con 
Structed  to  meet  the  most  demanding 
FAA  airline-pilot  training  requirements. 

In  addition  to  its  on-site  undergrad- 
uate and  graduate  degree  programs, 
Embry-Riddle  offers  many  of  its  degree 
programs  through  its  extended  campus  a 
more  than  100  locations  throughout  the 
world.  Independent  study  programs  from 
home  or  office  are  also  available  using 
the  latest  computer-based  learning  tools 
linked  through  direct  network  and 
Internet  connections. 

Dr.  Leon  Flancher,  dean  of  Embry- 
Riddle's  Extended  Campus,  is  responsi- 
ble for  these  extensive  programs. 
"Traditional  technical  training  was 
devoid  of  communications  and  manage- 
ment skills.  We  had  a  generation  of  engi 
neers,  some  of  whom  couldn't  communi- 
cate," he  says.  At  Embry-Riddle  that  is 
the  focus. 


MANAGING  FAR  AND  WIDE 


"Our  aircraft  give  us  the 
flexibility  we  need  to  con- 
duct our  business,"  says 
Peter  Bently,  chairman  of 
Canadian  Forest  Products 
Corporation,  headquar- 
tered in  Vancouver,  B.C. 
The  $2  billion  CDN  timber 
products  company  has 
lumber,  paper  pulp  and 
hardboard  interests 
throughout  Canada  and 
the  U.S.  "We're  not  forced  to  arrange  meetings  around 
commercial  schedules  You  don't  have  to  be  constantly 
looking  at  your  watch  to  see  if  you're  going  to  miss  the 
return  flight.  That  can  change  the  course  of  business 
with  no  uncertainty,"  says  Bently.  "And  we  can  return 
even  from  the  longest,  East  Coast  trips  nonstop  That's 
an  important  factor  that  saves  valuable  time." 

The  company  operates  a  Cessna  Citation  II  and  a 
longer-range  Astra  SPX  that  can  cruise  unrefueled 
from  coast  to  coast  at  545  mph.  The  aircraft  are  open 
to  anyone  with  a  need  to  fly,  and  Bently  encourages 
filling  seats  unless  top  management  has  a  highly  con- 
fidential business  requirement.  "We  can  talk  and  work 
on  the  plane  and  read  material  that  you  wouldn't  open 
for  viewing  on  an  airliner,"  he  says. 


Bently  highlights  the 
benefits  of  owning  com 
pany  aircraft:  "We  can  be 
out  with  our  customers 
quickly  and  we  can  com' 
bine  those  visits  with 
stops  at  our  mills.  We 
cover  ground  that  would 
be  impossible  to  cover  in 
the  same  time  by  any 
other  means."  He 
explains,  "Being  with  the 
customer  presents  opportunities  that  wouldn't  ordinarily 
exist.  It  is  a  major  opportunity  for  communications.  We 
are  selling  product  quality,  not  just  timely  delivery. 
Being  out  there  to  understand  the  customers'  needs  is 
partrjf  the  service.  And  if  there  is  a  problem,  we  need  tc 
be  there  to  fix  it." 

You  can't  run  a  business  effectively  from  your  office, 
Bently  adds.  "Management  must  be  out  in  the  field  at 
far-flung  facilities  and  operations.  People  and  facility 
managers  must  also  come  here  to  our  offices  in 
Vancouver.  All  that  takes  time,  and  that  time  has 
value." 

Bently  is  genuinely  pleased  with  his  Astra  SPX  that  he 
says  is  economical  to  operate  and  performs  at  speeds 
better  than  expected. 


In  1986  We  Created 
The  Most  Affordable  Way 
To  Own  A  Business  Jet... 

Fractional  Ownership 


NetJets0 
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and  now 

NetJets0  Europe 


In  1986  we  created  Netjets*'  -  the  unique 
concept  of  shared  aircraft  ownership.  In  fact, 
in  1964  we  started  the  business  jet  charter 
industry.  We  now  have  over  30  years  of 
unequaled  experience  providing  safe,  reliable 
and  cost  effective  business  jet  operations. 

We  set  the  industry  standards.  Over  300 
million  miles  flown  --  over  40,000  yearly 
flights.  Our  current  fleet  of  over  80  small, 
mid-size  and  large  cabin  jet  aircraft  includes 
the  Citation  SII,  Citation  V  Ultra,  Citation  VII, 
Citation  X  and  Oulfstream  IV-SP. 


Now  Netjets'  leadership  extends  the 
benefits  of  fractional  jet  ownership  to 
international  travel  requirements. 
Netjets'"'  and  Netjets'  Europe  provide 
our  US  and  European  customers  all  the 
advantages  of  shared  ownership: 
guaranteed  availability,  guaranteed 
costs  and  guaranteed  liquidity. 

Give  us  a  call  today  to  learn  how  you 
can  take  advantage  of  all  the  benefits 
of  productive,  flexible,  safe,  reliable 
and  affordable  business  jet  ownership. 


AGJ&S 


FRA(  I  ION  A I    OWNKRSHIP  TaH  OR  ED  To  YOUR  Nl  I  I  >s 

From  The  Industry  Leader 
Cali  Executive  Jet,  Inc.  1 -X00-82  1 -2299 


V  E  R  T  I  S  E  M  E  N  T 


Corporations  today  demand  greater 
operational  flexibility,  higher  man- 
agement produc  tivity,  greater  speed 
in  market,  increased  customer  contact  and 
more  economical  business  operations. 

By  far  the  most  publicized  corporate 
aircraft  developments  in  years  have  been 
the  two  new,  ultra-long-range  jets 
launched  by  Savannah.  Ga. -based 
Culfstream  Aerospace  and  by  Canadian 
manufacturing  giant  Bombardier.  Both 


airplanes  with  a  7,500  statute  mile  (sm) 
range,  the  longest  of  any  corporate  air- 
craft, were  specifically  designed  to  fly 
from  New  York  to  Tokyo  nonstop,  roughly 
14  hours  aloft  at  a  speed  close  to  540 
mph.  The  Gulfstream  GV  will  be  deliv- 
ered to  customers  in  December.  The 
Bombardier  Global  Express  is  expected 
in  1998. 

Dassault  Falcon  Jet  continues  to 
improve  the  range  of  its  exemplary,  large, 
wide-cabin  tri-jet  Falcon  900.  The  Falcon 
900  EX.  introduced  last  year,  can  carry 
eight  passengers  on  a  5.100  sm  journey 
—  a  greater  distance  than  a  nonstop  trip 
from  New  York  to  Moscow. 

Cessna  underlines  the  need  for  speed 
with  the  remarkable  Citation  X,  the  fastest 
civil  aircraft  ever.  The  ten-passenger 


Citation  X  achieves  speeds  close  to  600 
mph  —  nearly  supersonic  at  92%  of  the 
speed  of  sound.  It  has  a  roomy,  comfort- 
able standup  cabin  and  nonstop,  coast-to- 
coast  range  of  3500  sm. 

Raytheon  Aircraft  is  producing  an 
advanced-technology,  entry-level  business 
aircraft  —  a  revolutionary,  new  light  busi- 
ness jet  called  the  Raytheon  Premier  [. 
The  aircraft  packs  one  of  the  most  spa- 
cious cabins  in  the  small-jet  category,  will 
travel  1,725  sm  and  can  reach  a  blister- 
ing 530  mph.  The  Premier  1  offers  a  prac- 
tical combination  of  technology,  efficien- 
cy, price  and  performance. 

The  all-new  Learjet  45  was  developed 
with  the  objective  of  providing  midsize  jet 
comfort  and  legendary  Learjet  perfor- 
mance at  a  light-jet  price.  The  aircraft's 


MANAGEMENT  MOBILITY 


Jeld-Wen,  Inc.,  a  company  with  14,000  employees, 
manufactures  doors  and  windows  in  Klamath  Falls,  Ore. 
"We  use  our  three  Astra  Jets  and  a  Raytheon  King  Air 
350  to  fly  company  managers  and  support  staff  to 
plants,  sales  offices,  distributors  and  customers  all  over 
the  nation,"  says  Walt  Luelling,  director  of  flight  opera- 
tions. The  fleet  logs  a  staggering  3,000  hours  annually. 

"Management  built  the  company  around  the  premise 
that  we  could  expand  across  the  nation  using  our  own 
fleet  of  aircraft,"  says  Luelling.  Most  of  the  more  than 
140  facilities  the  company  flies  to  are  in  remote  loca- 
tions not  served  by  commercial  airlines.  "Using  the  air- 
planes, our  people  can  cover  a  lot  more  ground  and 
that's  expressed  in  profit.  They  can  also  do  work  en 
route,  and  that's  something  lost  completely  on  the  air- 
lines," Luelling  says. 

The  King  Air  350,  which  is  fast,  comfortable  and 


economic,  operates  daily  short  hops  around  the 
Pacific  Northwest,  generally  with  six  to  eight  passen- 
gers. It  flies  to  different  key  locations  and  makes 
stops  at  mills  and  distribution  centers  along  the  way. 
The  round-robin,  multi-stop  trips  mean  that  man- 
agers in  various  divisions  can  be  out  and  back  the 
same  day. 

A  typical  flight  to  a  Jeld-Wen  plant  in  Arizona  with 
six  passengers  transforms  a  seven-hour  airline-plus- 
road-tnp  marathon  to  a  two-hour,  door-to-door  trip. 
"Managers  can  be  at  the  plant  for  the  entire  day.  then 
home  for  dinner,  and  at  work  the  next  day  rested, 
relaxed  and  productive,"  says  Luelling.  The  company 
flight  saves  two  days  of  traveling  for  a  half  dozen  peo- 
ple. That's  12  days  of  productive  work  created  from 
one  flight  alone.  Imagine  the  value  of  3,000  hours  of 
annual  flying. 
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EMBRY-RIDDLE'S  THEORY   OF  EVOLUTION: 

Survival  Of  The  Swiftest 


Darwin's  Theory  hypothesizes  that  failure  to  change  results  in  extinction.  Darwin's 
model  requires  change  as  measured  in  generations.  Embry-Riddle  believes  in  survival  of  the 
swiftest.  Adapt  now.  Tomorrow  is  too  late. 

How  do  businesses  adapt  swiftly? 

With  well-educated  employees,  who  not  only  accept  change,  but  are 
change  agents. 

It  is  critical  that  your  employees  learn  continuously.  Embry-Riddle  designs 
and  delivers  the  training  programs  they  need  in  flight  operations,  air  traffic 
control,  engineering,  and  management. 

When  hiring  pilots,  engineers,  or  managers,  look  to  Embry-Riddle  graduates. 
They  have  the  knowledge,  skills,  and  motivation  to  adapt  swiftly  to  the  ever- 
changing  environment.  In 
addition  to  their  aviation 
specialty,  our  students  study  computer  science, 
management,  communications,  and  humanities. 
They  are  comfortable  in  a  swiftly  changing 
environment. 

For  more  information  about  how  Embry-Riddle 
can  help  your  business  continually  adapt,  call 
1-800-289-ERAU  or  904-226-7760 
(Worldwide).  Or  visit  our  Web  page  at 
http://www.db.erau.edu.  Remember,  survival  of 

the  Swiftest.  Embry- Riddle's  new  buildings  have  state-of-  the-art 

labs,  computers,  and  distance  education  technology. 
Embry-Riddle  and  FlightSafety  International  have 
formed  a  partnership  that  is  constructing  an  advanced 
simulator  complex  on  the  Daytona  Beach  campus 
housing  FAA- certified,  Level- D  Boeing  737  and  Beech 

E^fiBRY^RIDDL  EE      1 9000  full~ motion  simu,at°rs 

AERONAUTICAL  UNIVERSITY 

Leading  The  World  In  Aviation  And  Aerospace  Education 
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CONTINUED 

Corporations  today  demand 
greater  operational  flexibility,  higher 
management  productivity,  greater  speed 
to  market,  increased  customer 
contact  and  more  economical 
business  operations. 


cabin  cross-section  is  significantly  larger 
than  most  current  light-jet  models. 
Maximum  range  is  2,500  sm  and  top 
cruising  speed  is  530  mph. 

The  Sino-Swearingen  SJ30  business 
jet  is  another  new  entry-level,  small-cabin 
jet  with  remarkable  performance.  The 
design  seats  up  to  eight  comfortably  and 
uses  an  advanced-technology  wing  for 
maximum  efficiency  and  range. 


Jet  Aviation 
Where  Aircraft  Ownership  And  Charter 
Are  Made  Simple  Worldwide. 


Owning  an  aircraft  has  many  advantages  and  Jet 
Aviation  is  committed  to  maximizing  the  effi- 
cient use  of  your  investment  through  our  pro- 
fessional aircraft  management  program.  Jet 
Aviation  manages  over  130  aircraft  around  the  world  and  can  provide  you  with  a  cost-efficient 
turn  key  program,  including  crewing,  flight  planning,  and  maintenance,  for  your  aircraft. 
Jet  Aviation  also  provides  complete  charter  sen  ices  for  the  business  traveler,  and  to  owners  who 
wish  to  offset  aircraft  expenses  through  chartering  their  aircraft.  Call  us  2-4  hours  a  day. 

jew nvinnoiu 


THE  ONL  V  GLOBAL  BUSINESS  AVIATION  SERVICE  COMPANY 
In  the  U.S.  (1-800)  RENT-JET  /  (201)  462-4001  •  In  Europe  /  Middle  East:  (41 


1)816  48  98 


Built  by  Israeli  Aircraft  Industries,  the 
Astra  Galaxy  has  a  wide  cabin,  flat  floor 
and  standup  headroom,  will  scat  as  many 
as  19  passengers  and  can  he  converted 
overnight  to  a  more  conventional  eight- 
passenger  interior.  The  Galaxy  offers  a 
large-jet  cabin  at  a  midsize  aircraft  price 
tag.  The  long-legged  Galaxy,  with  range 
up  to  4200  sm.  can  fly  between  Paris  and 
New  V>rk  nonstop  at  speeds  of  530  mph. 

Written  and  produced  by  Mark  Patiky, 
a  Miami-based  marketing  communications 
consultant,  aviation  journalist  and  accom- 
plished pilot  who  writes  for  national  and 
international  publications. 


FOR  MORE  INFORMATION 
A  BO  IT  Bl  SIM  SS  AVIATION,, 

Visit  the  National  Business 
Aircraft  Association  49th  Annual 
Meeting  and  Convention  in 
Orlando.  Florida.  November 
19-21.  199fi.  or  eontaet: 

John  W.  Olcott,  President 
National  Business  Aircraft  Association 
1200  Eighteenth  Street,  N.W. 
Suite  400 
Washington,  D.C.  20036 
Phone:  202-783-9000 

Ed  Stimpson,  President 
General  Aviation  Manufacturers  Association 
1400  K  Street,  N.W. 
Suite  801 
Washington,  D.C.  20005 
Phone:  202-393-1500 

Frank  Jensen,  President 
Helicopter  Association  International 
1635  Prince  Street 
Alexandria,  VA  22314 
Phone:  703-683-4646 


Be  there. 


In  business  it's  not  only 
who  you  know. 
What  you  expect. 
When  you  respond. 
Where  you  meet. 
And  why  you  act. 
It's  also  how  you  get  there . 
Be  there  first 

with  American  Eurocopter. 

We  keep  business  leaders  on  top 
by  offering  a  wide  range  of 
helicopters  for  corporate  travel. 
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eurocopter 

For  information  on  how  American  Eurocopter  can  put  your  company  where  it  needs  to  he  call  1-2 14-641-0000. 
American  Eurocopter,  a  member  of  the  Aerospatiale  and  Daimler-Benz  groups. 


The  Mandeia  government  has  a  sound  economic  plan  for  South  Africa. 

But  can  it  execute  the  plan? 

We  shall  overcome 


By  Robert  Lenzner 

It  was  roses  all  the  way  in  1994 
when  Nelson  Mandela  and  the 
African  National  Congress  party 
ascended  to  power  in  South  Africa. 
Despite  dire  forecasts,  the  country 
neither  collapsed  nor  exploded. 
There  followed  a  25%  rally  in  the 
South  African  stock  market.  Many 
whites  left,  but  many  more  stayed. 

The  black  majority  hoped  its  long- 
pent-up  demand  for  better  housing, 
jobs,  schools  and  health  clinics  would 
be  met  by  the  Mandela  regime.  But 
politicians  everywhere  have  an  easier 
time  promising  than  delivering. 

Now  it's  1996,  and  the  honey- 
moon is  over.  This  is  not  a  modern 
economy,  and  it  cannot  offer  oppor- 
tunity for  the  black  majority,  whose 
numbers  are  growing  at  2.3%  a  year. 
There's  up  to  40%  unemployment 
and  underemployment  and  a  prime 
rate  just  short  of  20%. 

None  of  this  is  the  fault  of  the 
politicians,  who  have  done  a  highly 
credible  job  under  the  leadership  of 
the  outstanding  Nelson  Mandela  in 
overseeing  the  conversion  of  a  racist 
society  into  a  more  democratic  soci- 
ety. The  problems  are  economic. 
They  cannot  be  dealt  with  by 
rhetoric.  They  will  require  the  gov- 
ernment to  force  sacrifices  from  the 
governed. 

No  one  knows  this  better  than 
Thabo  Mbeki,  the  54-year-old  exec- 
utive deputy  president  of  South 
Africa  and  Mandela's  presumed  heir. 
It  is  to  the  amiable,  soft-spoken 
Mbeki  that  has  fallen  the  job  of 
revamping  the  rigid  and  semisocialist 
South  African  economy. 

Mbeki,  displaying  the  cool  self-pos- 
session of  a  top  civil  servant,  spoke  in 
mid-September  with  Forbes  in  New 
York,  where  he  was  on  a  mission  to 
woo  private  foreign  investment — vital 
to  the  country's  future. 

Mbeki  has  unveiled  an  ambitious 


plan  whose  ingredients  are  right  out 
of  the  World  Bank  playbook:  cut  tar- 
iffs, privatize  industry,  keep  a  lid  on 
monetary  policy  and,  most  difficult  of 
all,  reduce  the  budget  deficit  by 
reducing  current  expenditures. 

That's  an  easy  prescription  for  a 
bureaucrat  at  World  Bank  headquar- 
ters in  Washington,  D.C.  to  make. 
But  in  South  Africa  it  means  asking 
people  to  go  hungry,  putting  off 
badly  needed  increases  in  investments 
in  housing  and  education  and 
demanding  huge  sacrifices  from  the 
very  people  who  helped  put  the  pres- 
ent government  in  power. 

The  government  is  spending  20 
cents  on  every  revenue  dollar  servic- 
ing the  huge  debt  it  inherited  from 
the  white  supremacy  government.  A 
yawning  annual  deficit  equal  to  5.5% 
of  the  GNP  adds  to  this  burden  every 
single  day.  "Money  available  to  ser- 
vice the  public  debt,"  Mbeki  points 
out,  "is  money  not  available  to  build 
a  clinic  or  a  school." 

If  South  Africa's  economy  can 
expand  at  6%  a  year  instead  of  its  cur- 
rent rate  of  3%,  hardly  unusual  in 
many  developing  Asian  countries, 
Mbeki  estimates  there'll  be  400,000 
new  jobs  a  year.  Government  rev- 
enues would  rise,  and  the  weight  of 
the  debt  burden  diminish. 

But  doubling  the  growth  rate  is 
impossible  without  huge  amounts  of 
foreign  investment  because  South 
Africa's  Third  World  economy  cannot 
generate  enough  capital  to  make  the 
needed  investments. 

Traditionally,  South  Africa's  rich 
mines  and  farms  earned  the  foreign 
exchange  that  was  needed  to  give  the 
white  minority  a  good  standard  of 
living  and  to  keep  the  black  majority 
alive.  But  with  a  population  that  has 
grown  about  4.5%  since  1994,  agri- 
cultural and  mineral  exports  will  not 
do  the  job. 


A  way  must  be  found  to  put  the 
teeming  black  masses  to  work,  and 
industry  is  the  only  answer.  How- 
ever, South  Africa's  industry  is  small 
and  inefficient,  and  it  exists  behind 
high  tariff  walls.  Duties  on  clothing 
and  textiles  used  to  be  90%;  on  auto- 
mobiles as  much  as  100%.  Adding 
to  costs,  powerful  trade  unions  keep 
industrial  wages  artificially  high 
while  government  ownership  is 
widespread. 

"We  have  to  open  up  South  Africa 
to  the  world  economy,"  says  Mbeki. 
"This  means  we  have  to  take  down 
the  tariff  walls  and  move  away  from 
subsidies  to  industry,  which  maintain 
inefficient  systems." 

The  hope  is  that  more  efficient 
manufacturing  would  prepare  the 
way  for  an  influx  of  foreign  capital 
eager  to  exploit  a  market  of  42  mil- 
lion people. 

A  good  idea,  but  South  African 
labor  is  inadequately  educated  and 
consequently  low  in  productivity. 
Moreover,  powerful  trade  unions, 
major  backers  of  Mandela's  African 
National  Congress,  bitterly  oppose 
privatization. 

Working  in  Mbeki's  favor  is  a  lower 
rand,  driven  down  23%  so  far  in  1996 
by  the  nation's  economic  woes,  and 
liquidations  by  holders  of  South 
African  bonds.  They're  trading  at  a 
15%  yield. 

Still,  the  weak  rand  is  not  an 
unmixed  blessing.  It  drives  up  the 
cost  of  badly  needed  capital  imports 
and  increases  inflation,  which  is 
already  running  at  7%.  "The  rand 
continues  to  be  vulnerable  until  the 
government  instills  confidence  in 
industrial  and  portfolio  investors. 
That  hasn't  happened  yet,"  says 
Martin  Feldman,  Smith  Barney  South 
African  analyst. 

But  don't  write  the  country  off. 
Some  bold  foreign  investors  are 
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dipping  in.  J. P.  Morgan,  the  global 
bank,  is  opening  an  office  in 
Johannesburg.  It  considers  the 
risks  more  than  justified  by  the 
potential  gains. 

Morgan  was  joint  lead  manager  of 
South  Africa's  first  Eurobond  issue 
early  this  year,  and  handled  earlier 
financings  for  Eskom,  the  state- 
owned  electric  utility. 

Morgan  clearly  hopes  to  play  a  part 
as  the  government  tries  to  privatize 
the  state  enterprises  that  control 
almost  100%  of  electric  generating 
capacity,  airlines,  airports,  harbors, 
railways  and  postal  services.  Mbeki 
has  convinced  Cosatu,  South  Africa's 
most  powerful  union,  to  allow  partial 
restructuring  of  state-owned  compa- 
nies, albeit  on  a  limited  basis. 

First  on  the  list  is  Telkom,  the 
telecommunications  company,  which 
is  seeking  a  30%  equity  investment 
from  a  foreign  telecommunications 
giant.  It's  a  first  step,  and  clearly  the 
Mandela  government  will  have  to  act 
more  boldly  in  the  economic  sector  if 
it  is  to  get  a  handle  on  its  mounting 
problems. 

Is  Mbeki  tough  enough?  He  made 
his  mark  in  exile  in  Britain  and 
Zambia,  holding  together  disparate 
antiapartheid  forces,  no  easy  feat.  His 
background  is  eclectic.  He  was  edu- 
cated as  an  economist  at  Britain's 
Sussex  University.  He  got  military 
training  in  the  Soviet  Union.  His 
father,  a  card-carrying  Communist,  is 
deputy  president  of  the  senate. 

Mbeki  has  sometimes  alarmed 
South  African  whites  with  his 
rhetoric.  "If  certain  things  are  not 
done  now,  five  years,  six  years  or 
seven  years  down  the  road,  we  will  all 
blow  up,"  he  warned  recently. 

In  fact,  Mbeki  is  no  flaming  dema- 
gogue. Like  most  intelligent  people, 
he  understands  that  socialism  is  a 
dead  end  and  offers  nothing  to  a 
poor  country  trying  to  raise  itself  by 
its  bootstraps. 

Is  he  daunted  by  the  enormity  of 
the  challenge?  Mbeki  points  out  that 
the  long  fight  against  white  suprema- 
cy taught  him  and  his  colleagues  to 
be  philosophical  in  the  face  of  adver- 
sity. As  a  consequence,  he  says,  "We 
didn't  feel  the  need  for  revenge."  He 
believes  the  same  spirit  will  get  the 
country  through  its  present  trials  and 
tribulations.  an 


Move  over  Bill  Gates,  Craig  McCaw,  Hughes 
Electronics— Loral's  Bernard  Schwartz  is  after 
a  piece  of  the  satellite  transmission  business. 

What  he  wants, 
Bemie  gets 


By  Paul  Klebnikov 


Loral's  Bernard  Schwartz 
Does  he  have  a  better  way? 


Even  when  he  is  on  the  ski  slopes 
indulging  in  his  favorite  winter 
sport,  Bernard  Schwartz,  chairman 
of  Loral  Space  &  Communications, 
has  business  on  his  mind.  "Do  you 
know  that  if  you  go  skiing  in  Ver- 
mont you  lose  your  cellular  connec- 
tion?" the  70-year-old  former 
accountant  complains.  "They  have 
no  service  there." 

Schwartz  is  only  one  of  a  number 
of  people  planning  to  fix  that.  His 
Globalstar  Telecommunications  is  in 
the  midst  of  a  project  to  create  a 
global  mobile  phone  service  on  a 


network  of  56  low-orbit  satellites.  If 
you  fancy  living  your  life  that  way, 
you  will  be  able  to  call  the  office 
from  the  ski  slopes,  get  real-time 
stock  quotes  while  on  safari  in  Kenya, 
or  call  an  important  client  while 
riding  an  elephant  in  India.  Just 
reach  in  a  pocket  for  the  mobile 
phone  and  dial. 

Lots  of  people  are  trying  to  get 
into  the  global  satellite  transmission 
business  (Forbes,  May  22,  1995). 
They  include  such  heavyweights  as 
Hughes  Electronics,  the  Iridium  con- 
sortium, led   by  Motorola,  and 
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Teledesic,  backed  by  Bill  Gates  and 
Craig  McCaw. 

How  badly  does  Schwartz  want  to 
play  in  this  company?  So  badly  that 
earlier  this  year  he  raised  money  for  it 
by  selling  most  of  the  business  he  had 
spent  three  decades  building. 

Globalstar  was  begun  under  the 
aegis  of  Space  Systems/Loral.  The 
investment  community  greeted  Glob- 
alstar with  skepticism.  An  initial 
public  offering  of  its  stock  in  1995 
was  a  bust.  Priced  initially  at  $20, 
Globalstar  shares  went  below  $12 
within  months.  A  $400  million  bond 
offering  that  September  met  with 
such  a  bad  response  that  it  was  with- 
drawn altogether. 

Did  Schwartz  throw  in  the  towel? 
Not  our  Bernie.  The  defense  business 
has  been  consolidating,  and  Loral's 
$7  billion  defense  company  was  a 
profitable  prize.  He  sold  it  to  Lock- 
heed Martin  for  $9.1  billion  earlier 
this  year — a  handsome  price. 

There  remained  Loral  Space  & 
Communications,  now  a  $1.4  billion 
(forecast  1996  revenues)  commercial 
satellite  company.  Schwartz's  old 
Loral  shareholders  got  $38  a  share 
from  the  Lockheed  deal,  plus  one 
share  in  the  "new"  Loral.  The  new 
company  owns  a  51%  stake  in  satellite 
manufacturer  Space  Systems/Loral; 
European  aerospace  companies  own 
the  other  49%.  It  also  owns  a  34% 
stake  in  the  Globalstar  phone  busi- 
ness, and  23%  of  an  aircraft  brake 
company  called  K&J?  Industries. 

The  new  entity  started  life  with  a 
golden  balance  sheet  ($700  million  in 
cash  and  no  debt). 

With  a  new  rich  parent,  Global- 
star's  fortunes  changed  abruptly. 
Within  weeks  Globalstar  stock 
zoomed  from  about  32  to  about  64. 

So  far  Schwartz  has  lined  up  most 
of  the  $2.2  billion  in  financing  he 
needs  for  Globalstar.  Loral,  which  has 
invested  $125  million,  retained  34%. 
Another  $705  million  came  from 
Loral's  eleven  original  partners, 
including  France  Telecom,  Daimler- 
Benz  Aerospace,  Hyundai  and  Air- 
Touch  Communications;  $200  mil- 
lion came  from  last  year's  IPO,  and 
the  rest  from  bonds,  bank  financing 
and  customer  prepayments. 

Globalstar  plans  to  launch  its  first 
satellites  next  August  and  initiate 
global  phone  service  in  the  second 


half  of  1998.  By  2002  Schwartz 
hopes  to  have  3  million  subscribers 
worldwide.  He  expects  Loral  to  be 
booking  $900  million  in  revenues 
and  $500  million  in  net  profits  from 
the  venture. 
Hype? 

Bernie  Schwartz  isn't  much  given 
to  hyperbole. 

Schwartz  took  over  Loral  Corp.  in 
1972,  when  it  was  a  small,  troubled 
defense  electronics  outfit.  He  then 
built  it  into  a  multibillion-dollar 
conglomerate. 

In  this  often  unpredictable  business 
Schwartz  produced  96  consecutive 
quarters  of  improved  earnings.  He 
cashed  out  with  some  very  happy 
shareholders.  Adjusted  for  splits, 
Loral  was  at  around  36  cents  when 
Schwartz  took  over.  By  the  time  of 


The  Ariane  5  rocket  explosion  in  June 
Launching  satellites  is  not  so  easy. 


the  Lockheed  deal,  the  stock  was 
about  $51. 

Can  he  repeat  his  triumph?  Is  there 
life  after  defense  for  Bernie  Schwartz? 
Trouble  is,  nobody  knows  how  deep 
the  market  is  for  global  satellite 
phone  service.  Of  the  3  million  cus- 
tomers Schwartz  hopes  to  sign  up  by 
2002,  he  estimates  half  will  be  busi- 
ness travelers  and  half  will  be  isolated 
communities  with  no  alternative 
phone  service. 

At  the  moment,  the  cost  is  too 
high  for  most  of  the  former  and  just 
about  all  of  the  latter.  There  is  only 


one  global  satellite  mobile  service 
available  now:  Inmarsat,  which  con- 
sists of  a  suitcase-size  phone  costing 
about  $15,000  and  service  costing 
about  $4  a  minute. 

Schwartz  says  Globalstar  will  be 
smaller  and  much  cheaper:  a  pocket- 
size  phone  for  $750  and  wholesale 
charges  of  $0.47  a  minute.  Coming 
into  the  game  later  than  Inmarsat  or 
Iridium,  Globalstar  is  a  simpler  and 
much  less  expensive  project.  The 
satellites,  too,  are  small  and  cheap — 
simple  reflector  birds — with  all  the 
amplification  and  switching  being 
done  in  the  ground  stations. 

With  an  eye  to  the  rapid  change  of 
technology,  Loral  has  deliberately 
designed  the  satellites  for  a  life  cycle 
of  under  eight  years. 

What  about  the  state-owned  tele- 
phone monopolies  all  over  the  world? 
Are  the  politicians  and  bureaucrats 
likely  to  let  Globalstar  muscle  in? 
Schwartz  has  figured  that  one  out. 
He  is  cutting  them  in.  Globalstar  wiil 
be  a  phone  service  wholesaler.  The 
local  phone  companies  will  distribute 
the  service  within  their  areas.  Global- 
star  has  signed  exclusive  service 
agreements  with  phone  companies  in 
93  countries.  Among  them:  France 
Telecom,  Rostelecom  and  Brasilstar. 

The  rush  by  Globalstar  and  others 
to  put  birds  into  orbit  and  put  them 
up  cheaply  has  led  to  some  decidedly 
funky  launch  strategies.  Hughes  Elec- 
tronics, for  instance,  has  been  using 
China's  Long  March  rockets  for 
some  of  its  latest  satellites.  The  trou- 
ble is  the  Chinese  rockets  tend  to 
veer  off  course  or  explode  (three  of 
eight  launches  have  failed). 

The  European  contenders  have 
been  having  problems:  The  new 
Ariane  5  rocket  exploded  after  take- 
off in  June. 

"This  is  a  hazardous  business," 
notes  Schwartz,  who  is  spreading  his 
satellite-launch  bets.  He  is  going  to 
be  using  McDonnell  Douglas  in  the 
U.S.,  Zenit  in  Ukraine  and,  what  he 
calls  the  most  reliable  launcher  in  the 
world,  Soyuz  in  Russia. 

Schwartz  plans  to  launch  some  of 
his  assorted  satellites  from  converted 
oil  platforms  on  the  equator.  The 
launches  will  be  handled  by  Sea 
Launch,  a  joint  venture  between 
Boeing,  Norwegian  shipping  compa- 
ny Kvaerner  and  Russian  and  Ukrai- 
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Early  in  the  next  millennium  there  will  be 
a  new  generation  of  jumbo  jets. 
Britain's  Rolls-Royce  has  a  jump  on  its 
U.S.  competitors  for  powering  the  new  craft. 

Rolls  on  a  roll 


nian  rocket  manufacturers. 

The  commercial  satellite  business  is 
a  crowded  field,  but  so  was  defense 
when  Schwartz  took  over  a  small  and 
struggling  company.  He  points  out 
the  parallels.  "I  think  you  will  see  a 
consolidation  of  the  multime- 
dia/space/telecommunications 
industry  similar  to  what  happened  in 
the  defense  industry  over  the  past 
dozen  years.  There  will  be  opportu- 
nities to  put  together  resources  that 
will  really  enhance  stockholder  value. 
As  you  look  forward  to  the  future, 
any  multimedia  system  will  have  a 
satellite  component  to  it." 

Schwartz  is  already  looking  beyond 
global  phone  service.  The  next  obvi- 
ous target  is  data  transmission,  a 
market  Schwartz  says  is  three  times 
larger  than  voice  transmission.  Data 
transmission  is  the  market  targeted  by 
Bill  Gates  and  Craig  McCaw  with 
their  $9  billion  Teledesic  project  (an 
840-satellite  network). 

"Bill  Gates  understands  the 
market,  though  I'm  not  sure  he 
understands  the  technology," 
Schwartz  cracks. 

Schwartz  is  also  interested  in  hunt- 
ing close  to  Hughes  Electronics  in 
the  field  of  direct  broadcast  satellite 
TV,  which  requires  expensive  geosyn- 
chronous satellites. 

Hughes  is  reportedly  the  lead 
bidder  in  a  takeover  of  PanAmSat,  a 
company  with  four  geosynchronous 
satellites  already  aloft.  Schwartz 
wishes  he  had  landed  that  deal.  "But 
in  the  absence  of  that,"  he  says, 
"there  will  be  other  opportunities  to 
bring  [geosynchronous  satellite]  net- 
works into  Loral." 

He  claims  that  Globalstar  needs 
fewer  than  200,000  subscribers  to 
show  positive  cash  flow.  After  that, 
the  profits  should  come  very  quickly. 
"In  the  satellite  business  all  your 
investment  is  up  front.  After  that  it  is 
a  very  rich  cash  flow  experience,"  he 
explains. 

So  what  if  Loral  isn't  alone, 
Schwartz  shrugs.  "We're  talking 
about  an  enormous  industry  base," 
he  declares.  "Over  three  billion 
people  who  don't  have  phone  service, 
business  services  that  still  can't  reach 
many  parts  of  the  world,  interactive 
media — shopping,  gaming  or  enter- 
tainment. All  of  that  is  in  the  early 
stages  of  an  explosion." 


By  Howard  Banks 

Boeing,  Airbus  Industrie  and 
McDonnell  Douglas  are  getting 
excited  about  the  prospects  for  a  new 
super  class  of  long-haul  airliners  able 
to  carry  as  many  as  550  passengers 
up  to  10,000  miles.  This  would  com- 
pare with  416  passengers  up  to  8,400 
miles  for  today's  Boeing  747-400. 
The  first  of  the  new  planes  could  go 
into  service  in  four  years. 

Airbus  was  first  to  propose  the  all- 
new  A3XX.  It  would  give  Airbus  a 
plane  to  rival  the  747.  Boeing  is 
responding  with  two  proposed  ver- 
sions of  a  747  jumbo.  One  version, 
code-named  the  747-500X,  would 
carry  462  passengers  up  to  10,000 
miles.  The  other,  the  747-600X, 
would  take  548  passengers  up  to 
9,000  miles. 

At  McDonnell  Douglas,  Chief 
Executive  Harry  Stonecipher  is  push- 
ing for  an  all-new  MD-XX.  Its  carry- 
ing capacity  will  be  just  375  passen- 
gers over  9,600  miles,  but  it  is  clearly 
aimed  at  the  same  general  market. 

Surveys  taken  by  the  airlines  in  the 
last  few  months  suggest  that  a  market 
for  this  new  jumbo  class  might  well  be 


at  least  1 ,200  planes  over  the  coming 
20  years.  This  is  one  big  number 
when  you  consider  that  Boeing  has 
built  just  over  1,000  747s  in  27  years. 

Does  the  world  need  more  jumbo 
aircraft?  The  key  market  is  likely  to  be 
Asia,  where  incomes  are  rising  and 
large  populations  need  to  be  ferried 
long  distances. 

Who's  likely  to  power  these  new 
big  birds?  Far  ahead  in  the  race  is 
Britain's  Rolls-Royce  Pic.  The  other 
usual  suspects — GE  and  UTC  Inc.'s 
Pratt  &  Whitney  division — are  strug- 
gling to  catch  up.  The  Brits  are  ahead 
because  they  have,  for  now,  the  most 
fuel-efficient  engine.  "We  lead  the 
pack  [of  candidates  to  power  the 
jumbos],  there's  no  doubt  about 
that,"  boasts  Rolls-Royce's  chairman, 
Sir  Ralph  Robins.  The  110-inch  fan 
diameter  it  chose  for  its  Trent  800 
engine,  which  pushes  the  twin-engine 
Boeing  777,  turns  out  to  be  ideal  for 
the  new  747s  since  it  will  deliver  the 
fuel  consumption  Boeing  is  demand- 
ing. The  combination  of  the  new 
Rolls  engine,  the  Trent  900,  and  the 
new  plane's  updated  aerodynamics 


Sir  Ralph  Robins, 
Rolls-Royce's 
chairman,  at  the 
Farn  borough 
air  show 
A  new  version 
of  the  Rolls 
Trent  engine, 
seen  here,  is 
leading  the  pack. 
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All  three  major 
planemakers  are 
proposing  new, 
more  efficient 
large  airliners 
that  will  carry 
more  people 
farther  than 
today's  aircraft. 
They  are  competing 
for  a  $220  billion 
market  over  the 
coming  20  years. 
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and  new  cockpit  systems  will  make 
the  new  jumbos  10%  cheaper  to  oper- 
ate than  today's  747-400. 

To  compete  with  Rolls,  both  ge 
and  UTC's  Pratt  &  Whitney  division 
would  have  had  to  design  an  all -new 
engine.  Very  expensive,  and  both 
decided  not  to  make  the  investment. 
Boeing  didn't  approve.  It  likes  having 
enginemakers  compete  to  power  its 
big  aircraft._So,  under  pressure  from 
Boeing,  GE_and  Pratt  have  decided  to 
get  together  and  do  one  new  engine, 
sharing  the  development  costs,  esti- 
mated at  $600  million  apiece. 

"It's  a  great  compliment,"  chorties 
Sir  Ralph,  "that  Pratt  and  GE  have 
had  to  join  to  do  a  new  engine  to 
cope  with  what  we  have  offered."  He 
adds:  "I  do  believe  we  can  get  a  50% 
share  of  the  four-engine  market. 
That's  not  an  unreasonable  expecta- 
tion." That  would  be  quite  a  boost 
for  Rolls,  which  has  a  19%  share  of  all 
engines  for  the  747  in  the  past  ten 
years,  ge's  share  is  46%,  Pratt's  36%. 

Not  that  Robins  is  taking  his  lead 
for  granted  or  the  GE/Pratt  engine 
lightly.  "They  are  fine  competitors," 
he  says,  but  points  out  that  jet  engine 
partnerships  have  a  poor  history. 
They  work  best  in  military  engines 
(single  customer,  fixed  prices  and 
margins,  etc.).  But  in  the  commercial 
area,  engine  alliances  have  worked 


only  when  one  of  the  allies  is  clearly 
in  charge.  In  the  GE/Pratt  alliance, 
both  partners,  Gene  Murphy  at  GE 
and  Karl  Krapek  at  Pratt,  seem  to 
think  they're  the  boss. 

With  sales  now  running  at  a  $5.5 
billion  annual  clip  and  profits  at  $300 
million,  Rolls-Royce  is  big  and 
healthy  enough  to  cope  with  such  a 
surge  in  business.  (Its  adrs  are  traded 
over-the-counter. ) 

Robinsjs  an  aeronautical  engineer 
who  has  worked  at  Rolls-Royce  since 
graduating  from  Imperial  College  in 
1955.  Even  before  he  became  chief 
executive  in  1991,  and  chairman  a 
year  later,  he  was  pushing  through  a 
major  streamlining  at  Rolls.  His  latest 
move  is  dumping  the  large  steam  gen- 
eration equipment  division,  acquired 
in  1989  as  part  of  nei,  a  heavy  indus- 
trial power  group.  But  Robins  makes 
it  clear  that  Rolls  isn't  abandoning 
electricity  generation:  "Industrial 
power  up  to  150  megawatts  will 
remain  30%  or  so  of  sales;  it's  a  highly 
profitable  $1.8  billion  business." 

To  strengthen  Rolls'  position  in 
the  all-important  U.S.  market, 
Robins  spent  $525  million  to  acquire 
Allison  Engine  Co.  "I  see  Rolls- 
Royce  as  an  Anglo-American  compa- 
ny," he  says.  With  Indianapolis-based 
Allison,  Rolls  is  now  able  to  switch 
work  between  the  U.S.  and  the  U.K. 


to  take  advantage  of  currency  swings 
and  even  out  production  flows. 

The  expanded  U.S.  presence  also 
helped  Rolls  win  the  $1.5  billion 
contract  to  reengine  the  U.S.  Air 
Force's  aging  fleet  of  B-52  bombers. 
(Congress,  however,  has  not  yet 
funded  this  spending  item.) 

Rolls'  other  major  overseas  deal,  a 
joint  program  with  BMW  in  Germany, 
is  going  smoothly.  From  scratch,  the 
two  companies  have  designed  and 
certified  a  new  engine  for  large  busi- 
ness jets  and  regional  airliners  that  is 
winning  orders  in  just  414  years.  "I 
keep  telling  BMW  it  isn't  always  this 
easy!"  he  says. 

Now  64,  Sir  Ralph  has  been 
preparing  Rolls-Royce  for  his  retire- 
ment, probably  two  years  hence.  The 
new  chief  executive  of  Rolls-Royce  is 
John  Rose,  43,  who,  Robins  believes, 
will  succeed  him  as  chairman. 

Robins  expects  to  hand  over  a 
company  in  splendid  shape.  He  says: 
"In  the  next  four  or  five  years,  Rolls- 
Royce  is  going  to  gain  increased 
market  share  in  the  civilian  business, 
will  have  steady  military  business,  and 
we  will  continue  to  get  our  costs 
down.  That's  going  to  lead  to  a  big 
improvement  in  shareholder  value." 

Winning  orders  to  power  those 
new  jumbos  would  be  a  giant  stride 
in  that  direction.  Mi 
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Why  does  this  recovery  lack  the  oomph  of  previous  recoveries? 

Our  underachieving! 


By  Peter  Brimelow 

"The  strongest  economy  in  three  decades"? 

Well,  that's  what  President  Clinton  told  Congress  in  his 

State  of  the  Union  address  in  January. 

It's  not  true.  The  recovery  to  date  has  underperformed 
each  of  the  previous  three  up  cycles  by  significant,  even 
dramatic  margins  (see  chart,  below). 

In  normal  circumstances  this  wouldn't  be  good  news 
for  the  sitting  President.  Because  of  the  economy's  slug- 
gishness, real  disposable  income  per  capita — that  is, 
income  adjusted  both  for  inflation  and  for  tax  hikes — still 
seems  likely  to  be  below  the  level  usually  essential  for 
reelection  (see  chart,  below  right)  despite  an  above-expec- 
tations 1996,  so  far.  This  on  top  of  evidence  that  family 
income  has  stagnated  in  the  last  four  years  and  is  below 
the  levels  reached  in  the  1980s  (Forbes,  Aug.  26). 

President  Clinton  may  be  playing  his  hand  brilliantly — 
but  from  an  economic  standpoint,  it  is  distinctly  weak.  If 
his  reelection  looks  likely,  it's  not  because  of  the  econo- 
my, stupid. 

Plus  the  recovery  is  aging.  Economists  argue  about  the 
reasons,  but  the  fact  is,  recoveries  do  not  live  forever.  No 
recovery  since  the  formation  of  the  Republic  has  lasted 
longer  than  the  1961-69  record — 106  months. 

The  current  recovery  began  in  March  1991.  Stark 
implication:  A  recession  is  virtually  inevitable  before  the 
next  election,  in  2000 — regardless  of  who  occupies  the 
White  House. 

You  can  argue  that  the  weakness  of  the  current  recov- 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


ery  is  in  part  due  to  the  fact  that  it  follows  a  very  modest 
recession.  The  1991-92  recession,  despite  the  1992  cam- 
paign rhetoric,  was  actually  quite  mild. 

But  it  was  no  milder  than  the  1960-61  recession — 
which  was  followed  by  the  1961-69  recovery.  That  recov- 
ery, however,  was  helped  along  by  the  Kennedy- Johnson 
tax  cuts. 

By  contrast,  Bill  Clinton  has  tended  to  emulate  Jimmy 
Carter  rather  than  Jack  Kennedy.  All  three  Presidents  had 
the  good  luck  to  preside  over  normal  cyclical  recoveries. 
But  Clinton,  like  Carter,  chose  to  allow  his  recovery  to  be 
burdened  with  increased  taxes  and  regulations. 

This  has  slowed  the  economy.  But  it  has  not  ended  in 
the  same  stagflation  as  under  Carter,  partly  because  the 
increases  in  taxes  and  regulations  were  smaller  than  under 
Carter  and  partly  because  of  a  more  restrictive  monetary 
policy  by  the  Federal  Reserve  (Alan  Greenspan, 
proprietor). 

Additionally,  the  Clinton  recovery  has  this 
peculiar  advantage  over  the  Reagan 
recovery:  There  just  doesn't  seem  to 
be  the  same  number  of  clever 
people  in  the  media  sitting 
around  thinking  up  rea- 
sons why  it's  not  real. 
Funny  thing. 


Current  recovery  starts 
March  1991 
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A  weak  but  winning  hand? 

President  Clinton  lucked  into  a  cyclical 
recovery— but  it's  been  weak,  and  is  aging.  Result: 
Real  per  capita  disposable  income  growth  is  still 
below  the  level  usually  required  to  retain 
the  White  House. 
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Seen  in  broad  context  (see  chart,  below),  the  Clinton  years 
have  certainly  seen  a  reduction  in  the  "government  grab" — 
federal  spending  as  a  proportion  of  gross  domestic  product 
(gdp),  which  is  probably  the  most  important  measure  of  the 
stultifying  effect  of  government  on  the  economy. 

But  note  that  this  reduction  has  been  achieved  mostly 
through  the  post-Cold  War  collapse  of  defense  expenditures. 
Cuts  in  nondefense  discretionary  spending  (e.g.,  farm,  hous- 
ing, road  subsidies)  are  a  distant  second. 

And  there  have  been  no  significant  reforms  in  entitlement 
programs  (Social  Security,  Medicaid,  etc. — not  shown,  but 
currently  about  12.5%  gdp).  Yet,  as  the  baby  boomers  retire, 
these  programs,  as  presently  constituted,  are  going  to  galva- 

Government  grab 
down,  tax  take  up 
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nize  the  government  grab  and  cause  a  real — as  opposed 
to  a  Reagan-bashing  rhetorical — fiscal  crisis  (see  chart, 
rijjht). 

Moreover,  there  has  been  an  important  development 
within  the  reduced  government  grab:  Federal  receipts — 
what  Forbes  calls  the  "tax  take" — have  gone  up  sharply. 
In  fact,  the  Clinton  tax  take  is  pretty  well  unparalleled  in 
prosperous  peacetime. 

Adding  state  and  local  taxes — which  have  risen  partly 
because  the  federal  government  has  gotten  into  the  habit 
of  dumping  ("mandating")  compulsory  programs  on 
states  and  cities — the  all-government  tax  take  is  31.5%  of 
GDP.  That's  higher  than  the  WWII  all-government  tax 
take:  25.6%  in  1943.  Think  about  that  the  next  time  a 
politician  tells  you  he  or  she  is  "shrinking"  government. 

The  difference  between  federal  spending  and  federal 
taxing  produces  the  much-feared  federal  deficit.  This  has 
now  declined  to  just  below  the  range  last  seen  at  the  end 
of  the  Reagan  Administration,  when  the  economy  was 
similarly  well  into  recovery.  It  is,  of  course,  considerably 
below  previous  levels  after  war  and  depression. 

Which  leads  us  to  one  of  the  reasons  those  clever  media 
people  say  the  Reagan  recovery  wasn't  real:  It  was  al- 
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The  future? 

Projected  federal  spending  as  %  of  GDP 
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Source:  Bipartisan  Commission  on  Entitlements. 


122 


Forbes  ■  October  7,  1996 


As  %  of  GDP 

22% 


20 


The  debt  trap? 

Debt  is  down  from  historic  highs  but  not 
the  interest  burden.  And  Washington  is 
borrowing  more  from  foreigners. 


Total  federal 
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legedly  borrowed, 
mostly   from  for- 
eigners. Guess  what? 
Federal  debt  levels 
are    higher  under 
Clinton  (see  chart,  top  inset).  And 
foreign  holdings  are  also  much 
higher — as  they  also  were,  as  a 
matter  of  fact,  under  Carter.  (See 
chart,  lower  inset.) 

Does  it  matter?  The  federal  net 
interest  burden  is  still  low  relative  to 
tax   receipts    (see  chart,  below), 
although  investors  do  now  try  to  get 
higher  interest  rates  to  guard  against 
their  debt's  being  inflated  away,  as 
happened  to  them  after  World  War 
II.  And  foreign  holders  of  U.S.  debt, 
after  all,  are  nobly  shouldering  the 
risk  of  our  currency's  depreciating. 

James  Bianco  of  Barrington,  111.- 
based  Arbor  Trading  Group,  thinks  it 
does  matter — somewhat.  "Less  than 
half  of  these  foreign  holders  are  now 
central  banks,"  he  says.  "There's  been 
a  great  growth  of  holdings  in  tax 
havens  like  the  Netherlands  Antilles, 
obviously    leveraged  speculators." 
Bianco  believes  these  speculators  will  be 
forced  to  dump  U.S.  debt  if  interest 
rates  rise.  Which  would  force  interest 
rates  up  even  higher. 

Simultaneously,  Bianco  notes,  the 
Clinton  Treasury  has  been  shortening  the 
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1367-94  relative  experience  of  top  5%  and  bottom  20%  earners  (1967  pretax  =  100) 


Source:  Census  Bureau. 


average  maturity  of  Treasury  debt,  from  six  years  to  five 
years,  two  months.  This  has  kept  interest  costs  down — 
but  further  increased  vulnerability  to  rising  rates.  His  con- 
clusion: Financing  the  government,  and  owning  govern- 
ment bonds,  has  become  that  much  more  hazardous. 

A  second  reason  clever  people  said  the  Reagan  recov- 
ery wasn't  real,  or  at  least  respectable:  The  rich  were  get- 
ting richer,  the  poor,  etc.,  etc. 


Well,  guess  what  (again)?  The  top  5%  income  earners 
(i.e.,  above  $110,000  in  1994)  have  gotten  even  richer 
under  Clinton  (see  chart  above) .  So  powerful  has  been  this 
trend  that  the  top  earners  have  decisively  reversed  their  long 
1967-85  underperformance.  They  have  also  broken  from 
the  25-year  pattern — overall  stagnation,  recent  levels  well 
below  late-Reagan-era  peak — displayed  by  all  other  income 
groups  (we  chart  the  bottom  20% — under  $13,500). 


%  of  total  federal  income  tax  paid  by  different  income  groups 

100% 

Overall,  the  rich  have  paid  more 
taxes  as  the  marginal  rate  has 
come  down.  Clinton's  1993  rate 
g0  increase  was  retroactive. 

All  other  taxpayers  supply  52.6% 


Sources:  Tax  Foundation;  Institute  for  Policy  Innovation. 
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It  would  appear  that  the  growth  of  income  disparity, 
to  the  extent  it  is  real,  is  owing  to  things  more  funda- 
mental in  our  society  than  government  policy.  It  seems 
obvious,  for  example,  that  high-tech  societies  place  an 
ever-increasing  premium  on  skills — 
As%  of  GDP  not  onry  on  engineering  and  com- 

puter  science  skills  but  on  lawyerly, 
entertaining  and  financial  skills 
^  as  well. 


services  rises  faster  than  demand  for  ordinary  people's. 

Which  may  well  be  a  good  thing  so  far  as  the  federal 
deficit  is  concerned:  Top  earners  supply  a  strikingly  lop- 
sided share  of  federal  income  tax  revenues  (see  chart, 
below  left).  This  share  has  increased  sharply  since  1980, 
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Source:  Department  of  Commerce. 


Remember  that  our  chart  reflects  an  arithmetic  average, 
not  the  top-earner  median  (half  above,  half  below)  expe- 
rience. That  means  it's  heavily  influenced  by  the  few 
superearners,  not  all  of  whom,  by  any  means,  are  from 
Wall  Street  or  big  business. 

Bipartisan  reality:  Politicians  may  be  irrelevant  to  what 
appears  to  be  an  emerging  tendency  for  top 
earners  to  cash  in  disproportionately 
during  recoveries.  Demand  for  their 


Debt  high,  on  the  rise  again 

Corporate  and  consumer  debt  are  historically 
high— and  consumer  debt  is  exploding. 
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'  Corporate  debt  through  second  quarter  of  1996,  consumer  credit  through  July  1996.  All  data  year-end. 


although  marginal  rates  are  still  far  lower  than  pre- 
Reagan,  an  apparent  victory  for  supply-side  theory. 

The  top  earners'  share  did  also  increase  after  Clinton's 
1993  tax  hike.  The  1993  increase,  falling  mostly  on  the 
top  1%,  was  retroactive,  leaving  no  chance  for  evasive 
action — that  year.  Results  for  1994 — unusually  delayed, 
"I  suspect  for  a  political  reason,"  says  iRS-watcher  Stephen 
Gold  of  the  Washington,  D.C. -based  Tax  Foundation — 
show  the  one-percenters'  share  down  slightly. 
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Unemployment  is  down— sort  of 

Unemployment  has  returned  to  its  cyclical  lows. 
But  long-term  unemployment  remains 
troublingly  high,  and  fewer  workers  are  leaving 
their  jobs  voluntarily. 
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A     third  reason 
clever  people  dispar- 
aged the  Reagan  recov- 
ery: the  trade  deficit.  Well, 
guess  what  etc. — it's  as 
large  as  ever  (see  chart,  p. 
125,  top).  Which  is  particular- 
ly impressive,  given  that  the 
^  dollar  has  been  much  weaker  in 

the  1990s,  making  exports  more 
competitive  and  imports  costlier. 
However,  since  the  1960s,  trade  overall  has  increased 
enormously.  U.S.  prosperity  is  increasingly  fueled  by  the 
world.  No  politician  of  any  party  can  take  much  credit  for 
this  happy  trend. 

Those  who  are  in  the  habit  of  trashing  the  1980s  recov- 
ery like  to  argue  that  it  was  built  on  debt.  In  1988  Forbes 
argued  that  corporate  debt  ievels  were  determined  by 
market  forces  and  anyway  were  not  high  relative  to 
measures  like  total  assets,  cash  flow,  etc.  Still  true, 
although  corporate  debt  remains  historically 
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high     even  after 
some  retrenchment  (see 
chart,  p.  125,  bottom).  Con- 
sumer credit,  however,  is  now 
unprecedentedly  high — and  person- 
al bankruptcies  are  about  22%  above 
1991-92   recession   levels.  Interesting, 
because  overborrowed  consumers  eventually 
mean  recession. 

Note  this:  As  it  was  at  the  end  of  the  Reagan  recov- 
ery, unemployment  was  at  a  cyclical  low.  It's  back  there 
now  (see  chart,  above).  But  not  because  Clinton's  job 
growth  matches  Reagan's — instead,  labor-force  growth 
has  slowed. 

Meanwhile,  long-term  unemployment  (over  27  weeks) 
remains  surprisingly  high  (see  chart,  below).  And  volun- 
tary job-leaving,  which  typically  rises  during  booms,  has 
never  recovered  from  the  1990-91  slump. 

This  suggests  some  structural 
problem  in  the  economy.  And  real 
unease — as  tapped  by  the  Buchanan 
insurrection. 
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The  era  of  big  government  is  what? 

Regulation  is  higher,  rising— and 
may  push  prices  higher 
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"The  era  of  big  government  is  over." 

-Bill  Clinton,  1996  State  of  the  Union  address. 

It  sure  doesn't  show  in  these  standard  measures  of 
Washington's  regulatory  activity  (see  chart,  above).  Regu- 
lation is  back  at  levels  last  seen  under  President  Carter 
(partly  the  fault,  let  it  be  noted,  of  President  Bush).  It's 
far  above  the  brief,  partial  Reagan  rollback.  Significantly, 
regulation  appears  actually  to  have  increased  through 
executive  branch  action  during  the  Clinton  Administra- 
tion, although  no  major  new  legislation  was  passed. 

"If  we  cut  the  federal  deficit  and  drown  in  regulation, 
we've  achieved  nothing,"  says  Arbor  Trading's  James 
Bianco.  He  sees  a  95%  correlation  between  Federal  Reg- 
ister pages  and  movement  of  the  Commodity  Research 
Bureau  price  index — "suggesting  that  inflation  is  as  much 
a  regulatory  as  it  is  a  monetary  phenomenon."  The 
danger:  The  U.S.  is  moving  to  a  chronically  high-cost 
economy,  like  those  of  Western  Europe — with  the  dole- 
ful effects  somewhat  masked  by  a  cyclical  recovery. 

•Conclusion?  Election-time  rhetoric  often  revolves 
around  economic  issues.  But  the  American  presidency  is 
an  inherently  weak  office.  Presidents  preside,  but  without 
control  of  Congress  or  of  institutions  like  the  Federal 


Reserve,  they  can  rarely  prescribe  or  proscribe — in  the 
area  of  economics,  as  elsewhere. 

Which  is  probably  just  as  well  for  Bill  Clinton.  His  early 
attempts  to  increase  spending  and  to  bring  another  5%  of 
GDP  under  federal  control  through  his  health  reform  were 
rejected  (by  a  Democratic  Congress).  Subsequently,  he 
has  been  running  before  the  storm.  The  cyclical  upswing 
has  done  the  rest. 

President  Clinton  deserves  credit  for  not  messing  up 
this  inherited  cyclical  recovery — completely.  But  his  per- 
formance is  sub-Reagan,  however  his  clever  supporters 
portray  it.  The  truth  is  that  there  isn't  a  lot  to  boast  about 
in  an  economy  that  remains  sluggish,  and  which  has  done 
very  little  for  the  majority  of  wage  earners.  Nor  has  there 
been  any  preparation  for  the  entitlement  eruption  that  is 
about  to  change  the  economic  and  political  landscape. 

Something  has  been  sabotaging  the  economic  recov- 
ery. The  most  obvious  candidates  are  rising  taxes  and  high 
levels  of  regulation.  Since  Reagan,  politicians  have  been 
cautious  about  openly  advocating  taxes  and  regulation. 
But  they  have  been  equally  coy  about  actually  doing 
something  about  them.  Perhaps  it  will  take  a  recession  to 
shake  something  loose.  Hi 
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PEOPLE  ON  THE  FAST  TRACK 


Emily  Swenson,  chief  operating  officer  of  $1 10  million 
(revenues)  Children's  Television  Workshop — maker  of 
Sesame  Street — wants  to  play  in  a  much  bigger  sandbox. 
She's  poised  to  capitalize  on  the  recent  Federal  Com- 
munications Commission  ruling  that  in  September 
1997  TV  networks  must  air  three  hours  of  children's 
educational  shows  weekly.  "Many  people  conjure  up  the 
image  of 'spinach  TV,'  "  she  says,  "and  that  simply  does 
not  have  to  be  the  case." 

A  former  high  school  teacher  of  American  history  and 
Yale  School  of  Management  grad,  she  joined  CTW  in 
1982  and  rose  quickly  through  the  ranks,  getting  her 
current  job  three  years  ago.  Pushing  the  nonprofit 
outfit  into  more  commercial  ventures,  she's  signed  with 
Sony  to  distribute  home  videos  and  produce  a  Sesame 
Street  film.  She's  producing  a  show  for  Turner  Broad- 
casting called  Big  Bajj,  has  Phillips  developing  cd-roms 
and  has  enlisted  General  Electric  to  sponsor  a  version  of 
Sesame  Street  in  China. 

Next?  Swenson  wants  CTW  to  be  on  cable  with  either  a 
block  of  time  or  its  own  channel,  and  she  is  negotiating 
a  deal  to  produce  her  second  network  TV  show. 


Bargain  hunter 

With  the  recent  news 
that  Saks  Fifth  Avenue 
and  Japanese  retailer 
Isetan  want  to  buy  the 
bankrupt  Barneys,  Marc 
Lasry  looks  like  one  smart 
shopper.  (Prospective  owner 
Isetan  is  the  licensee  of  Bar- 
neys in  Asia  and  has  plowed 
money  into  the  retailer. ) 

Lasry,  head  of  New 
York's  Amroc,  which 
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trades  debt  and 
receivables  of  dis- 
tressed companies, 
in  March  bought 
$25  million  in 
Barneys  claims 
from  Republic 
National  Bank  for 
38  cents  on  the 
dollar. 

Amroc's  Marc  Lasry 
Hoping  for  hard  times 


On  the  griddle 

Craig  Bushey  has 
jumped  into  the  fire  as 
president  of  the  Hardee's 
unit  of  Spartanburg,  S.C.- 
based  franchisee  Flagstar. 
Flagstar  Hafdee's,  the 
$660  million  (sales),  580- 
restaurant  chain,  recently 
announced  a  7%  drop  in 
comparable  store  sales,  its 
ninth  consecutive  quarter- 
ly decline.  Says  Bushey, 
41:  "It's  almost  like  they 
accept  losing." 

Bushey  plans  to  change 
that.  He  started  out  as  an 
hourly  worker  at  Burger 
King  in  1974,  just  after 
high  school.  But,  before 
long  he  was  giving  his 
manager  tips  on  how  to 
improve  operations.  Soon 
Burger  King  was  sending 
him  out  to  help  turn 
around  troubled  markets. 


Craig  Bushey  of 
Flagstar  Hardee's 
"It's  almost  like 
they  accept 
losing." 


The  Moroccan- 
born  Lasry,  37, 
jumped  from 
bankruptcy  law 
to  Wall  Street 
before  teaming 
up  in  1989  with 
Robert  Bass' 
investment  group, 
Acadia,  which 
gave  him  $100 
million  to  form 
Amroc.  Distressed 
investing  went  so 


At  Hardee's  since  May, 
Bushey  has  launched  a 
whirlwind  of  restaurant 
renovations,  eliminated 
two  layers  of  manage- 
ment, improved  the  bonus 
plan  and  handed  out 
beepers  to  managers — 
so  that  they  can  better 
handle  customer 
complaints. 

But  as  a  franchisee, 
Bushey  knows  there's 
only  so  much  he  can  do 
to  turn  around  the 
Hardee's  brand,  which 
needs  a  marketing  boost 
from  the  parent  company. 
Add  rising  food  costs  and 
the  minimum-wage  hike, 
and  Flagstar's  got  quite  a 
challenge.  Undaunted, 
Bushey  says:  "If  I  didn't 
truly  believe  it  could  be 
fixed,  I'd  still  be  selling 
Whoppers." 


I 


well  that  Amroc  became  a 
brokerage  in  1990. 

Having  done  deals  on 
Kmart,  Morrison  Knudsen 
and  Macy's,  Amroc  trades 
over  $6  billion  annually. 
Currently  Lasry  is  looking 
for  tumbles  in  restaurants, 
health  care  and  retail — 
and  an  economic  down- 
turn. "If  the  economy 
does  fine,  we  do  well,"  he 
says.  "If  it  does  bad,  we 
do  phenomenally."  ■■ 
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How  can 
something  SO 


small  _ 
be  50  smart? 


With  the  MicroStamp  Remote  Intelligent 
Communications  (RIC)  system  you  can  make  anything—  from 
boxes  to  employee  badges,  from  luggage  to  loyalty  cards- 
smart  enough  to  process,  store,  and  transmit  information. 
You  can  use  the  MicroStamp  system  to  take 
inventory  without  opening  a  box,  find  a  trailer  without 
entering  a  yard,  know  your  customers'  buying  habits 
without  ever  meeting  them,  or  keep  a  building  secure 
without  stopping  everyone  at  the  door. 


MicroStamp  RIC  combines  a  computer  and 
a  two-way  radio,  housing  them  in  a  device  small 
enough  to  hold  in  your  fingertips.  Using  a 
revolutionary  technology,  each  MicroStamp  RIC 
unit  can  store  256  bytes  of  data  or  more*,  and  can 
communicate  with  a  host  computer  via  a  tiny  radio. 

Just  imagine  how  you  could  use  the  MicroStamp 
RIC  system  to  help  reduce  costs,  minimize  inventories, 
improve  operational  efficiencies,  and  ensure  customer 
loyalty.  To  find  out  more,  call  us  toll-free  today 
or  visit  the  Micron  Communications  Web  site. 

1-888-MICROSTAMP  (1-888-642-7678)  ext.  303, 

or  http://www.mcc.micron.com. 


COMMUNICATIONS,  INC 

Now     You'll  Know 


Ambit  Mobile  Asset  Contrc 


12k  of  data  with  a  remote  range  up  to  150  feet. 


:  1996  Micron  Communications,  Inc.  All  rights  reserved.  MicroStamp  is  a  trademark  of  Micron  Communications.  Inc. 


Hey,  heard 
business  ph 
'Narrowcastin 


by  some  $2.3 


jtfroducing  Viad  Corp,  a  newly  formed 
entity  comprised  of  the  services  companies 
formerly  under  The  Dial  Corp  banner,  and  now 
being  traded  as  VVI:NYSE.  Our  $2.3  billion  company 
is  anchored  in  a  leading  edge  business  philosophy 
called  "Narrowcasting" 

How  does  Viad  apply  Narrowcasting? 
Narrowcasting  is  defined  as  the  practice  of  aiming 
a  program  or  service  at  a  specific  audience  or  sales 
market.  Viad  Corp  is  first  to  pioneer  its  unique  application 
not  only  as  a  business  philosophy,  but  as  a  powerful 
strategy  for  future  growth. 

For  starters,  Viad  has  aligned  a  diverse  group  of  highly 
focused  companies,  all  leaders  in  their  respective 


Narrou  'casting  is  defined  as  aiming  a  program  or  sen  ice  at  a  specific  am 

industries.  In  the  tradeshow,  exposition  and  special  event; 
industry,  GES  Exposition  Services  is  number  one.  This 
year,  they  were  selected  to  provide  certain  logistical  and 
asset  management  services  for  the  1996  Summer 
Olympic  Games.  And  their  sister  company,  Exhibitgroup/ 
Giltspur,  an  innovator  in  design  and  fabrication  of 
blockbuster  exhibits  for  tradeshows  in  North  America,; 
has  also  become  a  major  player  in  the  international 


>out  that  new 
isophy  called 
>eing  pioneered 


lion  company? 


market.  Do  it  very  well  audit  can  be  as  precise  and  artful  as  fly  fishing. 

adeshow  arena. 

Talk  about  Narrowcasting.  Dobbs  International  is  the 
irgest  provider  of  airline  services  in  the  U.S.  They  serve 
lore  than  SO  U.S.  airports,  preparing  over  125  million 
leals  annually. 

Another  major  asset  in  Viad's  Narrowcasting  portfolio 
Minneapolis-based  Travelers  Express,  the  nation's 
lading  issuer  of  money  orders  and  a  major  processor  of 


official  checks  and  share  drafts  for  banks,  credit  unions 
and  in-person  utility  bill  payments. 

What  does  the  future  hold  for  Viad? 

We've  embraced  Narrowcasting  as  our  key  to  future 
growth.  If  you're  interested  in  our  concept  of  Narrow- 
casting  and  would  like  to  know  more,  write  us  at  Viad 
Corp,  Department  PR,  1850  N.  Central  Avenue, 
Phoenix,  Arizona  85077-2452.  Or  call  1-800-959-VIAD. 

We've  discovered  when  you  limit  the  scope,  not  the 
growth  of  your  company,  the  possibilities  are  limitless. 


VIAD 


The  Narrowcasting  Company 

http://www.viad.com 


Intel's  Grove 

"Data  are  about  the  past." 


GM's  Sloan 

"Mr.  Ford  stayed  too  long  with  his  concept." 


Get  paranoid! 

Intel's  Andy  Grove  will  go  down  in 
history  as  the  man  who  made  para- 
noia respectable.  With  the  publica- 
tion of  his  new  book,  the  affliction's 
no  longer  a  psychosis.  It's  a  survival 
trait.  Only  the  Paranoid  Survive 
(Doubleday,  $27.50)  is  probably  the 
best  book  on  business  written  by  a 
business  person  since  Alfred  Sloan's 
My  Tears  With  General  Motors 
appeared  a  third  of  a  century  ago  (see 
below). 

Forbes  readers  saw  a  chapter  of 
Grove's  book — "Why  I  bet  on  the 
Internet" — in  our  last  issue.  That 
excerpt  is  only  a  sample  of  the  rich- 
ness of  this  account  of  Grove's  and 
Gordon  Moore's  stewardship  of  one 
of  the  world's  most  brilliantly  suc- 
cessful business  operations. 

This  is  no  academic  treatise.  It's  a 
report  from  the  firing  line.  Why  did 
such  former  leaders  of  the  computer 
revolution  as  Sperry  Rand,  Bur- 
roughs, Digital  Equipment  and  many 
others  fall  behind?  Why  did  mighty 
IBM  falter?  Why  did  a  handful  of  rela- 
tive newcomers  like  Intel  and 
Microsoft  and  Compaq  surge  to  the 
front?  In  simple,  direct  prose,  Grove 
explains  how  and  why  it  happened. 


Paranoid  is  full  of  useful  aphorisms 
for  the  age  of  increasing,  rather  than 
diminishing,  returns.  Here  are  a  few 
samples: 

■  Avoid  cost-based  pricing.  "Price 
for  volume,  then  work  like  the  devil 
on  your  costs." 

■  Vertical  integration  stinks.  "By 
virtue  of  functional  specialization, 
horizontal  industries  tend  to  be  more 
cost-effective." 

■  "Consumer  goods  companies  that 
are  counting  on  young  people  as 
future  customers  need  to  be  con- 
cerned with  the  pervasive  change  in 
how  they  get  and  generate  informa- 
tion"— away  from  reading  and 
watching  and  toward  direct  involve- 
ment via  computers. 

■  "You  have  to  know  when  to  argue 

with  data  Data  are  about  the  past. 

Strategic  inflection  points  are  about 
the  future." 

Strategic  inflection  points?  This  is 
a  review,  not  a  summary.  To  find  out 
why  inflection  points  lie  in  ambush 
for  you,  read  the  book.  You'll  be 
doing  yourself  a  favor,  even  if  you're 
not  involved  in  information  technol- 
ogy. Come  to  think  of  it,  who  isn't 
involved  in  information  technology 
these  days? 


The  ultimate  strategist 

Like  Andy  Grove,  Alfred  P.  Sloan  Jr. 
was  an  engineer  who  became  a  bril- 
liant business  manager.  It's  hard  to 
think  of  the  General  Motors  of  today 
as  a  cutting-edge  business  organiza- 
tion in  a  great  growth  industry,  but 
that's  just  what  Sloan  turned  it  into 
after  he  became  its  chief  executive  in 
the  1920s. 

The  parallels  between  Grove  and 
Sloan  drove  me  to  my  bookshelves 
and  a  dog-eared,  much-underlined 
copy  of  Sloan's  1963  book  My  Tears 
With  General  Motors.  GM  was  a  dis- 
tant number  two  to  Henry  Ford's 
company.  In  a  relatively  short  time, 
Sloan  drove  Ford  almost  to  the  wall 
and  left  the  Dearborn  pioneer  per- 
manently in  his  dust.  Sloan  set  a  pat- 
tern for  large  corporate  organization 
that  remains  valid  today:  serious 
decentralization  combined  with  cen- 
tralized financial  controls.  Sloan's 
account  of  GM's  near-disastrous 
experiment  with  copper-finned  air- 
cooled  engines  carries  lessons  for 
today.  Happily,  the  book — with  an 
introduction  by  the  eloquent  Peter 
Drucker — is  still  in  print  as  a  paper- 
back (Doubleday,  $18.95). 

-James  W.  Michaels  h 
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Uorth  America's  International  City 


METROPOLITAN  TORONTO, 
Lumming  with  new  investment  and  new 
nergy,  has  a  bright  future  as  one  of 
vlorth  America's  key  regions  —  finan- 
ially  and  geographically.  Fueled  by  a 
killed  and  stable  labor  force  and  top- 
lotch  research  institutions  and  facilities, 
Canada's  financial  center  has  vaulted 
rom  a  loosely  kept  secret  into  a  prime 
>pportunity  for  discerning  investors  and 
ite  locators.  It  has  truly  evolved  into  a 
>remier  international  city. 

This  change  follows  the  region's 
lebilitating  recession,  which  was  longer 
ind  harsher  than  in  many  other  places 
n  the  world.  Ian  Bromley,  senior 
conomist  of  Metro's  Economic 
development  Division,  explains:  "The 
J.S.  economy  has  been  growing  rapidly 
or  several  years  now.  Senior  U.S. 
■xecutives  tell  us  that  it  is  increasingly 
lifficult  to  find  good  new  employees, 
here  is  pent-up  demand  for  wage 
ncreases  and  real  estate  costs  are 
leating  up  again  in  most  major  U.S. 
netropolitan  areas.  Internationally 
iware  executives  are  talking  to  us  — 
hey  know  that  Canada  experienced  a 
nore  prolonged  recession  and  that 
here  is  a  lot  of  unused  capacity  in  our 
:conomy  today." 


Bromley  notes  the  changes  that 
have  had  a  strong  impact  on  the 
investment  climate:  "Many  executives 
have  traveled  to  Toronto  lately  and 
have  seen  for  themselves  how  our 
unique  approach  to  governance  and 
our  continuing  public  investments  in 
the  community  have  created  a  safe, 
clean  city  populated  by  highly  skilled 
workers.  Once  these  executives  learn 
that  this  high-quality  center  is  now 
available  at  a  very  reasonable  price, 
they  quickly  see  the  opportunity  for 
competitive  advantage." 

Accessible,  Affordable  and 
Business  Friendly 

The  Greater  Toronto  area  has  a  popu- 
lation of  4.6  million  people,  making  it 
the  largest  regional  market  in  Canada. 
Metro  itself  is  the  hub  and  center  of  the 
Greater  Toronto  area,  with  maximum 
accessibility  through  six  major  high- 
ways (soon  to  be  seven),  five  rail  arter- 
ies and  an  extensive  subway  and  com- 
muter train  system. 

Lester  B.  Pearson  International 
Airport  serves  20  million  passengers  a 
year  at  its  three  terminals  and  another 


200,000  are  served  at  the  downtown 
Toronto  City  Center  Airport.  Pearson 
is  the  fourth-largest  hub  for  interna- 
tional transborder  traffic,  next  only 
to  New  York's  JFK  Airport,  Miami 
International  Airport  and  Los  Angeles 
Airport. 

Toronto's  proximity  to  the  U.S. 
allows  easy  access  to  major  American 
markets.  More  than  half  of  the  U.S. 
population  is  within  a  day's  drive  from 
Toronto.  Chicago,  New  York,  Boston 
and  Washington  —  a  total  market  area 
of  more  than  125  million  Americans 
—  are  less  than  600  miles  from 
Toronto,  the  equivalent  of  less  than  a 
two-hour  flight  or  one  day  of  trucking. 

Metro's  diverse  economy  is  domi- 
nated by  international  business  and 
financial  services,  heavy  manufactur- 
ing, retail  and  wholesale  trade  and 
transportation. 

Adding  to  its  business  strengths 
are  some  recent  pro-business  adminis- 
trative efforts.  Don  Baxter,  executive 
director  of  economic  development  for 
Metro,  explains:  "We  have  gone  a 
long  way  to  reduce  costs,  deregulate 
and  reduce  government  spending  and 
taxes.  There  are  clear  plans  to  stay  on 
this  path." 


nuvcniiaciicni  c 


9% 
18% 


Average  Hourly  Manufacturing  Wage 


$15.68 
$17.10 


David  B.  Parkes 

PRESIDENT  AND  CEO 


SPRINT 

CANADA  INC. 


Sprint  Canada  Inc.  is  one  of 
Canada's  leading  alternative  long-dis- 
tance companies,  offering  voice  and 
data  services  nationwide.  Sprint 
Canada  provides  a  full  range  of  tele- 
communications services  to  all  market 
segments  —  from  long  distance  to  vir- 
tual private  networks  and  data  net- 
working, and  from  residential  cus- 
tomers to  small  businesses,  major  cor- 
porations and  governments. 

THE  MOST™  savings  plan  is  Sprint 
Canada's  exclusive  residential  long- 
distance calling  plan  that  guarantees 
Canadian  consumers  the  best  long- 
distance savings.  THE  MOST  For 
Business™  is  a  complete  portfolio  of 
high-quality,  high  value  long-distance 
products  and  customized  telecommuni- 
cations solutions  designed  to  improve  the 
competitiveness  of  Canadian  businesses. 

As  part  of  the  company's  commit- 
ment to  being  number  one  in  customer 
service,  Sprint  Canada  customers 
benefit  from  an  efficient,  financially 
secure  long-distance  company  with 
a  state-of-the-art,  reliable  network 
and  24  hour-a-day,  seven-day-a-week 
customer  service. 

With  headquarters  in  Toronto, 
Sprint  Canada  Inc.,  a  wholly  owned 
subsidiary  of  Call-Net  Enterprises  Inc., 
operates  15  offices  and  employs  more 
than  1,300  Canadians  across  the 
country. 


Sprint 

Canada 


He  notes  that  with  a  low 
Canadian  dollar,  Ontario's  business- 
friendly  provincial  government  and 
cost  reductions  resulting  from  the  Free 
Trade-induced  productivity  revolution 
in  the  manufacturing  and  service 
sectors,  Metro  Toronto  now  offers 
traditional  quality  at  a  substantially 
lower  cost  than  companies  find  in 
almost  any  major  U.S.  city. 

Metro  Toronto's  federal  and 
provincial  governments  are  working 
to  rapidly  eliminate  their  deficits  and 
cut  spending,  contract  out  many  ser- 
vices and  streamline  service  delivery. 
Canada  boasts  a  low  inflation  rate  of 
between  1%  and  3%,  and  interest 
rates  that  are  now  lower  than  U.S. 
rates.  The  Province  of  Ontario  has 
amended  labor  legislation  and  environ- 
mental regulations  to  encourage 
business  expansion.  It  has  also 
embarked  on  cutting  the  provin- 
cial personal  income  tax  rate  by 
30%  and  evening  out  the  region's 
commercial  and  residential  taxes. 

With  the  highest  level  of 
university  and  college  enrollment 
in  the  world,  Canada  offers  a  highly 
educated,  skilled  and  affordable  work- 
force. The  country's  unit  labor  costs 
have  been  falling  on  average  by  5% 
per  year  for  the  past  three  years. 
Canada  has  been  rapidly  rising  in 
the  world  competitiveness  ranking, 
moving  from  17th  place  in  1992  to 
eighth  place  in  1996,  according  to 
the  annual  World  Economic  Forum 
Competitiveness  Report.  And 
Canada  offers  one  of  the  most  gener- 
ous tax  systems  for  research  and 
development  activity  in  the  world. 

At  the  heart  of  this  country's 
economy  is  Metro  Toronto,  home  to 
more  nationally  and  internationally 
top-ranked  companies  than  any  other 
Canadian  city.  The  region  has  quickly 
become  an  ideal  location  for  corporate 
regional  headquarters  because  of  its 
accessibility  to  key  markets,  the 


strength  of  its  financial  services  sector, 
its  focus  on  high  technology,  the  auto 
sector's  strong  impact,  its  availability 
of  specialized  labor  and  its  links  to  th^ 
global  economy. 

Canada's  Business  and 
Financial  Capitol 

The  executive  functions  of  Canada's 
five  major  banks  are  located  in  Metro 
along  with  90%  of  Canada's  foreign 
banks,  the  vast  majority  of  top-rated 
investment  dealers  and  half  of 
Canada's  largest  insurance  companies. 
In  addition  to  these  traditional  players 
Toronto  is  also  home  to  a  growing 


number  of 
mutual  fund 
companies  and 
non-bank  lending  institutions.  As  a 
percentage  of  total  employment,  Metre 
Toronto  has  the  second-highest  con- 
centration of  employment  in  the  finan- 
cial services  sector  on  the  continent. 

In  1995,  the  Toronto  Stock 
Exchange  was  ranked  as  North 
America's  second  largest  by  volume 
and  dollar  value  traded.  The  value  of 
shares  traded  was  $208  billion, *  with 
a  volume  of  16  billion. 

.Another  strong  growth  area  and 
a  fundamental  component  of  Metro's 
economy  is  the  high-technology  sector 
which  the  administration  has  fostered 
through  its  strong  support  of  research 
and  development.  Metro  now  has  one 
of  the  most  sophisticated  telecommu- 
nications infrastructures  in  the  world, 
with  the  largest  free  calling  area  and 
most  competitive  long-distance  rates. 
Moreover,  Toronto  has  the  longest 


*All  figures  quoted  in  section  are  in  Canadian  dollars 


Metropolitan  Toronto 


Steven  K.  Hudson 

PRESIDENT  AND  CEO 


MEWCOURT 

CREDIT  GROUP 


With  over  $5.2  billion  (US  $3.5 
illion)  in  owned  and  managed  loans, 
Jewcourt  Credit  Group  has  grown  to 
ecome  one  of  North  America's 
;ading  non-bank  sources  of 
ommercial  and  corporate  credit. 

Newcourt  specializes  in  creating 
inovative  ways  to  satisfy  the  asset- 
ased  financing  needs  of  two  markets, 
i  the  commercial  finance  market, 
Jewcourt  provides  inventory  and  sales 
nancing  programs  for  equipment 
lanufacturers,  dealers  and  distributors, 
i  the  corporate  finance  market, 
Jewcourt  supplies  funding  and 
dvisory  services  for  the  acquisition  of 
lajor  capital  assets  ranging  from 
ommuter  aircraft  to  rolling  stock. 

Newcourt  also  acts  as  an  advisor, 
rranger  and  funder  to  governments 
nd  public  sector  institutions  for 
tie  development  of  capital  projects 
uch  as  toll  highways  and  the 
cquisition  of  such  capital  assets  as 
ransit  vehicles. 

Headquartered  in  the  heart  of 
bronto's  financial  district,  with 
4  offices  across  North  America  and 
Europe,  Newcourt  is  well  positioned 
o  satisfy  the  asset-based  financing 
>eeds  of  its  clients  across  three 
ontinents. 


Newcourt 

credit  group 


NORTH  AMERICA'S  NON-BANK  LENDER 


1 1995  Canadian  Bank  Assets  j 

in  billions 

Royal  Bank 

$184 

Canadian  Imperial  Bank 
of  Commerce  (CIBC) 

$179 

Bank  of  Montreal 

$152 

Scotia  Bank 

$147 

Toronto  Dominion  Bank  (T-D) 

$109 

cellular  corridor  in  the  world,  with 
more  cell  phones  per  capita  than  any 
other  city  in  North  America.  Many  of 
our  technology  companies  have  world- 
wide reputations.  Toronto-based 
Alias/Wavefront  has  created  the 
world's  most  sophisticated  computer 
animation  software,  used  for  business 
design  and  in  big  Hollywood  produc- 
tions including  "Jurassic  Park." 

IBM's  center  for  advanced  studies 
is  the  third-largest  software  develop- 
ment lab  in  the  world,  while  Sheridan 
College  trains  computer  animators 
who  are  eagerly  sought  by  companies 
like  Disney,  which  is  opening  a 
$2  million  studio  here. 

The  region  is  North  America's 
third-largest  film  and  video  production 
center.  In  1995  alone,  146  film  and  TV 
productions  were  shot  here.  During  the 
past  decade,  the  sector  grew  to  include 
some  of  the  world's  best  film  studios 
and  post-production  facilities. 

Toronto's  multicultural  mix  —  its 
ethnic  population  accounts  for  38%  of 
the  total  —  makes  it  the  city  of  choice 
for  immigrants  and  investors.  Metro 
has  been  the  top  choice  for  business 
entrepreneurs  from  Hong  Kong, 
Taiwan,  South  Korea,  Germany,  the 
Philippines  and  Saudi  Arabia. 

For  communicators,  Metro 
Toronto  is  Canada's  English-language 
media  headquarters,  with  four  boom- 
ing daily  newspapers,  21  television 
stations  (7  broadcast  and  14  cable) 
and  23  radio  stations. 

Metro's  post-secondary  institutions 
have  a  well-deserved  international  rep- 
utation for  research  and  training:  the 
University  of  Toronto,  York  University, 
Ryerson  Polytechnical  University, 
Ontario  College  of  Art,  George  Brown, 
Humber,  Seneca  and  Centennial 
Colleges.  For  example,  based  on  tech- 
nologies developed  at  the  University  of 
Toronto,  68  companies  with  annual 
revenues  in  excess  of  $461  million  have 
been  created,  including  Connaught 


John  Beck 

PRESIDENT 


CANADIAN  HIGHWAYS 
INTERNATIONAL 
CORPORATION 


Established  in  1993,  Canadian  High- 
ways International  Corporation  has 
rapidly  made  its  mark  in  the  internation- 
al arena  of  electronic  toll  road  develop- 
ment and  innovative  infrastructure  deliv- 
ery with  landmark  projects  under  way  in 
Ontario  and  Nova  Scotia,  Canada. 

Just  north  of  Metro  Toronto,  we  are 
preparing  to  open  the  first  36  kilome- 
ters of  the  $  1-billion,  69km  toll 
Highway  407,  one  of  the  world's  first 
all-electric  toll  highways,  being  de- 
veloped in  a  unique  public-private  part- 
nership with  the  Government  of 
Ontario.  In  Nova  Scotia,  the  Canadian 
Highways  International  Corporation  is 
involved  in  Canada's  first  privately 
financed  toll  road  development  deal 
with  the  provincial  government. 

And,  by  offering  a  fully-integrated 
package  of  infrastructure  services  and  a 
multidisciplinary  team  of  experienced 
professionals,  we  are  translating  our 
Canadian  expertise  into  a  strong  show- 
ing in  key  international  toll  road  mar- 
kets, including  Israel,  the  Philippines, 
India,  Asia  and  South  America. 

Canadian  Highways  International 
was  established  in  Mississauga,  Ontario, 
by  four  leading  Ontario  companies: 
Monenco  AGRA  Inc.,  a  subsidiary  of 
AGRA  Industries  Limited;  The 
Foundation  Company  Inc.,  a  subsidiary 
of  Banister  Foundation  Inc.;  Dufferin 
Construction  Company,  a  division  of 
St.  Lawrence  Cement  Inc.  and  Armbro 
Construction  Limited,  a  subsidiary  of 
Armbro  Enterprises  Inc. 


CAMADIAM 
HIGHWAYS 
INTERNATIONAL 
CORPORATION 

Innovative  Toll  Road  Solutions 
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Isadore  Sharp 

CHAIRMAN  AND  CEO 


FOUR  SEASONS  ♦  REGENT 
HOTELS    &  RESORTS 


Four  Seasons  ♦  Regent  Hotels  and 
Resorts  began  with  one  hotel  in 
Toronto  35  years  ago.  Today  we  are 
the  world's  largest  operator  of  luxury 
hotels  and  resorts,  managing  37  prop- 
erties in  16  countries. 

Our  recent  foray  into  Berlin  and 
Istanbul  progresses  the  company's  trend 
of  launching  top-rated,  full-service  busi- 
ness hotels  in  world  financial  centers. 
The  consistent  success  of  all  of  our 
hotels  —  the  Four  Seasons  Toronto 
among  them  —  has  earned  us  the  lead- 
ership role  in  the  luxury  accommoda- 
tion market.  New  resort  openings  on 
the  Big  Island  of  Hawaii  (1996),  Bali  at 
Sayan  (1997)  and  Aviara  at  Carlsbad 
(1997)  complement  our  growing  collec- 
tion of  exceptional  destination  resorts 
around  the  world.  And  we  continue  to 
expand  into  new  markets,  including  Las 
Vegas  (1998). 

With  our  corporate  headquarters  and 
an  award-winning  hotel  in  Toronto, 
Four  Seasons  ♦  Regent  is  deeply  rooted 
in  Canada's  business  capital.  We  are 
proud  to  be  a  part  of  this  world-class 
city  and  financial  center. 


Four  Seasons  ♦  Regent 


Leading  Sector  Employment 


%of 
workforce 

Services  1,090,300  '(51%) 

Manufacturing  396,200  (19%) 

Wholesale/retail  trade  359,300  (17%) 
Transportation/distribution  166,200  (8%) 
Construction  98,800  (5%) 


Laboratories,  the  world's  largest  pro- 
ducer of  vaccines. 

Superb  Qualify  of  Life 

Site  selectors  point  to  Metro  Toronto's 
high  quality  of  life,  enhanced  by  its 
location  on  Lake  Ontario,  which  pro- 
vides a  breathtaking  view  and  helps 


maintain  year-round  clement  weather. 

Toronto  is  also  one  of  the  safest 
regions  in  North  America.  In  1994, 
for  example,  the  Toronto  murder  rate 
of  three  per  100,000  was  well  below 
Washington  (70),  Detroit  (53),  Buffalo 
(29)  and  New  York  (21).  People  walk 
the  downtown  streets  day  and  night, 
and  commercial  areas  are  backed  by 
strong  residential  neighborhoods. 

The  City  of  Toronto  recently 
embarked  on  a  new  residential  and 
commercial  plan  for  its  downtown 
area,  rezoning  old  industrial  warehous- 
es into  commercial/residential  build- 
ings. Many  are  now  in  the  process  of 
being  retrofitted  into  New  York-style 
lofts,  with  all  the  amenities  that  enable 
people  to  work  and  live  in  their  resi- 
dence. This  downtown  residential 
growth  has  added  a  whole  new  layer 
of  energy  to  the  city. 

Metro  also  enjoys  a  huge  live 
theater  district  and  hosts  the  yearly 
Toronto  Film  Festival.  A  huge  parks 
system  on  the  waterfront,  and  through- 
out the  municipalities,  offers  pleasant, 
natural  settings,  public  golf  courses  and 
fun  areas  like  Ontario  Place,  an  enter- 
tainment complex  built  on  three  man- 


DON  BROWN 

CHAIRMAN 


DU  MAURIER  ART 


du  Maurier  is  proud  to  be  among  thi 
largest  private-sector  supporters  of  thi 
arts  in  Metropolitan  Toronto,  as  we  ari 
throughout  Canada.  Our  partnership 
with  the  arts  in  Metro  takes  man- 
forms,  including: 

•  du  Maurier  Arts  Council  grants. 
Since  1971,  we  have  provided 
more  than  $41  million  to  some  35(J 
organizations,  a  significant  number 
of  them  in  Toronto.  The  grants 
are  designed  to  assist  arts  groups  in 
the  development  of  new  initiatives 
thus  increasing  awareness  of  our 
country's  cultural  richness. 

•  the  establishment  of  the 
du  Maurier  Theatre  at  Toronto's 
Harbourfront  Centre,  providing 
Metro  with  a  versatile  year-round 
performance  facility. 

•  sponsorship  of  du  Maurier 
Downtown  Jazz,  an  international 
festival  annually  featuring  more  thar 
2,000  jazz  artists  at  over  50  venues 
throughout  Metropolitan  Toronto. 

•  presentation  of  the  bi-annual 
du  Maurier  Woridstage 
International  Theatre  Festival  pre- 
senting some  of  the  finest  theatre 
from  around  the  world  for  Metro 
audiences. 

We  remain  dedicated  to  the  future 
growth  and  continuing  development  oi 
Canada's  artistic  talent. 


du  Maurier 


Art  Gallery  of  Ontario 


ART  GALLERY 
of  ONTARIO 


Located  in  the  heart  of  downtown 
ironto,  the  Art  Gallery  of  Ontario  is 
e  eighth-largest  art  museum  in  North 
nerica,  presenting  600  years  of  art  in 
I  galleries.  After  a  major  renovation 
d  expansion  completed  in  1993, 
are  works  are  now  on  view  than  ever 
fore.  The  Gallery's  impressive  collec- 
»n  includes  more  than  20,000  objects 
all  media,  ranging  from  Old  Masters 
Canadian,  Inuit  and  contemporary 
t.  The  Gallery  also  houses  the  world's 
rgest  collection  of  work  by  the 
nowned  British  sculptor  Henry 
oore  (1898-1986). 


The  Art  Gallery  of  Ontario  is  inter- 
tionally  acclaimed  for  its  exhibitions 
d  programs,  as  well  as  its  leadership 
the  museum  community's  use  of  inter- 
tive  technology.  The  Gallery  hosts  the 
t  Museum  Network,  the  official  Web 
:e  of  North  America's  largest  art 
useums  (http://www.AMN.org).  The 
illery  also  has  its  own  Web  site,  tout- 
by  Excite  as  "Canadian  culture  at  its 
ost  compelling.  This  impeccable  tour 
Toronto's  museum  shows  holdings  of 
zzying  range,  from  European  painting 
Inuit  art  and  the  sculpture  of  Henry 
oore.  There's  nothing  staid  or  static 
>out  the  place." 

317  Dundas  Street  West 
Toronto,  Canada  •  416-979-6648 
http://www.AGO.on.ca 


Metropolitan  Toronto 


made  islands.  Skiing  abounds  in  the 
northern  sections  of  the  area.  There 
are  120  golf  courses  in  the  region, 
the  largest  concentration  in  North 
America,  including  Glen  Abbey,  the 
Jack  Nicklaus-designed  course  that  is 
home  to  the  Canadian  Open,  a  PGA 
Tour  event. 

Sports  fans  thrive  in  Metro 
Toronto.  The  Toronto  Blue  Jays,  who 
play  in  the  SkyDome,  famous  for  its 
retractable  roof,  were  back-to-back 
World  Series  Champions  in  1993  and 
1994.  The  Toronto  Raptors,  who 
drew  the  NBA's  largest  crowds  in  their 
inaugural  season  this  year,  will  move 
their  playing  venue  from  the  Dome  to 
a  new  $150  million  stadium  on  the 


mm 


waterfront.  As  for  hockey,  Canada's 
winter  obsession,  the  Toronto  Maple 
Leafs  are  one  of  the  NHL's  original  six 
teams,  and  play  in  historic  Maple  Leaf 
Gardens.  Toronto  sports  fans  also 
enjoy  the  Canadian  Football  League 
and  the  Toronto  Argonauts,  as  well  as 
the  beautiful  Woodbine  Racetrack,  site 
of  this  year's  Breeders'  Cup. 

Add  in  the  schools,  the  universal 
health  care  system,  a  $175  million 
addition  to  the  downtown  Convention 
Center  and  a  new  $180  million  Trade 
Center  at  historic  lakeshore  Exhibition 
Place,  and  quality  of  life  becomes  even 
better. 

Don  Baxter,  Metro  Toronto's 
executive  director  of  economic  devel- 
opment, sums  up  the  area's  benefits: 
"Metro  Toronto  today  offers  all  the 
advantages  —  excellent  quality  of  life, 
powerful  infrastructure  and  tremen- 
dous human  resources  —  that  site 
selectors  have  traditionally  pointed  to 
when  ranking  Toronto  as  one  of  the 
best  places  to  live,  work  and  invest  in 
the  world." 

For  more  information,  call 
Ron  Wandel  at  Metro's  Economic 
Development  Division  (416)  392-3375. 


TOURISM 
TORONTO 


The  Huron  Indians  called  our  city 
Toronto,  which  means  "place  of 
meeting."  It's  where  they  congregated 
to  socialize  and  trade.  They  must  have 
had  a  glimpse  of  the  future,  because 
today  Toronto  has  evolved  into  the 
most  popular  meeting  destination  for 
American  groups  outside  the  U.S. 

If  your  company  is  seeking  a 
dynamic,  accessible,  affordable  loca- 
tion for  your  next  sales  meeting, 
consider  Toronto's  advantages. 

We're  a  clean,  safe,  friendly  city  — 
with  a  bit  of  foreign  flavor,  but  where 
you  can  count  on  getting  things  done 
just  like  at  home.  Plus,  we're  a  fast- 
emerging  incentive  destination,  with 
amazing  venues,  sizzling  special  events 
and  the  incomparable  Canadian 
outdoors,  just  waiting  to  reward  your 
group. 

Toronto  was  home  to  the  prestigious 
FORBES  CEO  Forum  last  spring.  And, 
we've  hosted  meetings  and  incentive 
events  for  dozens  of  top  U.S.  corp- 
orations, from  Microsoft  to  Mitsubishi, 
Mayer  Motivation  to  Isuzu. 

Please  consider  this  my  invitation  to 
come  and  experience  our  incredible 
"meeting  place!"  Feel  free  to  call  me 
personally  at  416-203-3800. 


Toronto 

Metro  Toronto 
Convention  8c  Visitors  Association 
207  Queens  Quay  West 
Toronto,  Canada  M5J  1A7  •  1-800-363-1990 


Section  photos  courtesy  of  Tourism  Toronto. 
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LICON  STARTUPS 


Gady  Nemirovsky  is  one  of  an  army  of  entrepreneurs  busy 
bridging  the  gap  between  high  tech  and  small  business. 

The  Charles  Schwab 
of  foreign  exchange 


By  Nikhil  Hutheesing 

When  Gady  Nemirovsky  walked 
over  to  the  foreign  exchange  counter 
at  Heathrow  airport  in  London  in 
1991  to  change  $100  into  British 
pounds,  he  was  outraged.  "Right  off, 
I  was  going  to  lose  $10,"  complains 
Nemirovsky.  Ten  percent  friction  just 
to  change  from  one  currency  into 
another.  "I  could  hardly  imagine 
what  small  companies  were  losing," 
he  recalls,  and  thus  was  born  an  idea. 

Nemirovsky  discovered  that  on 
transactions  as  large  as  $10,000, 
banks  charge  a  small-business  cus- 
tomer as  much  as  3%  above  the  inter- 
bank rate  that  big  traders  command 
for  trades  of  $5  million.  Why  not  use 
an  on-line  computer  service  to 
bundle  together  a  lot  of  small  trades? 
In  1992  he  quit  his  job  writing  soft- 
ware for  derivatives  traders  and 
launched  Sonnet  Financial. 

Sonnet  charges  a  client  a  one-time 
fee  of  $400  for  its  software  plus  $150 
above  the  interbank  rate  for  each 
trade  of  $10,000  or  more.  That's  a 
maximum  of  1.5%,  half  the  banks' 
retail  rate.  Smaller  trades  go  for 
lower — but  proportionately  higher — 
fees.  The  savings  add  up.  Unicon,  for 
instance,  is  a  firm  in  San  Francisco 
that  provides  business  services  to 
international  shippers.  It  pays  out 
$400,000  a  month  in  foreign  curren- 
cy, mosdy  to  people  who  inspect  con- 
tainers in  foreign  ports.  Since  it  start- 
ed using  Sonnet  last  year,  a  Unicon 
accounting  manager  says,  the  compa- 
ny has  saved  $80,000. 

Nemirovsky,  Sonnet's  president, 
does  much  of  his  trading  at  Colum- 
bus, Ohio-based  Bank  One.  He 
doesn't  yet  have  the  critical  mass  he 
needs  to  always  be  able  to  put  in 
large  trades  with  the  banks.  Indeed, 


Gady  Nemirovsky, 
Sonnet's  president 
This  middleman 
doesn't  get  a 
percentage.  He 
gets  a  flat  fee. 


with  just  over  100  clients  doing  an 
average  of  seven  trades  apiece  per 
month,  there  can't  be  much  consoli- 
dating of  orders.  But  some  bankers, 
like  Roger  Chapin,  who  heads  up  a 
division  of  Bank  One's  foreign 
exchange  operation,  think  Sonnet 
could  become  a  huge  business.  For 
this  reason  and  the  frequency  of 


Sonnet's  orders,  Bank  One  is  willing 
to  give  Sonnet  wholesale  rates. 

Sonnet's  customers  also  save  paper- 
work. "There  used  to  be  a  lot  of 
traipsing  around  to  get  all  the  papers 
in  place,"  remembers  Russell 
Stoltenberg,  who  once  wasted  a  great 
deal  of  time  at  the  fax  machine  at 
PeopleSoft,  Inc.,  a  Pleasanton,  Calif. - 
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based  software  company  that  does 
about  15%  of  its  business  abroad. 
Now,  he  says,  making  a  trade  is  as 
simple  as  typing  in  the  dollar  amount 
to  be  converted  and  clicking  on  the 
"send"  icon. 

All  this  makes  some  big  banks  ner- 
vous: Citicorp,  for  example,  makes 
$1.1  billion  from  foreign  exchange 
trading.  But  some  little  banks  love 
Sonnet  because  it  lets  them  service 
their  small  business  customers  at 
lower  cost.  Cupertino  (Calif.) 
National  Bank,  a  four-branch  outfit 
with  $300  million  in  assets,  doesn't 


service  available  to  their  customers. 

If  it's  true  that  entrepreneurs  are 
born,  not  made,  Nemirovsky,  now 
34,  proves  the  point.  A  native  of  New 
York  City  whose  dad  was  an  industri- 
al engineer  for  the  city,  Nemirovsky 
attended  the  Bronx  High  School  of 
Science — that  traditional  doorway  to 
an  elite  education  for  public  school 
kids  in  New  York  City.  He  went  on 
to  study  engineering  and  finance  at 
the  University  of  Pennsylvania.  He 
intended  to  become  a  businessman, 
and  by  following  his  nose  it  hap- 
pened. He  wrote  software  at  J. P. 


have  a  trading  desk  of  its  own,  and 
has  given  more  than  25  of  its  clients 
access  to  Sonnet.  It  chose  Sonnet 
rather  than  a  big  bank  because  it 
knows  Sonnet  won't  steal  its  cus- 
tomers' other  banking  business.  Divi- 
sions of  Sterling  Software  in  Dallas 
and  Automatic  Data  Processing  in 
Roseland,  N.J.  are  making  Sonnet's 


Morgan  and  then  moved  on  to 
another  job  writing  software  for 
derivatives  traders.  When  he  got  the 
idea  for  Sonnet,  a  lawyer  friend  intro- 
duced him  to  ex-Postmaster  General 
Anthony  Frank,  a  former  banker. 
Frank  wrote  a  check  for  $25,000. 
Morris  Smith,  ex-head  of  Magellan 
Fund,  wrote  another  check.  With 


On  a  transaction  of 
$10,000,  banks  charge 
small-business  customers 
as  much  as  3%  over  the 
interbank  rate. 


those  names  behind  him,  Nemirovsky 
was  able  to  raise  $10  million  from 
five  venture  capitalists,  including 
Menlo  Ventures.  Though  he  had  to 
give  up  over  50%  of  the  equity,  he 
was  off  and  running.  Sonnet,  which 
is  still  in  the  red,  expects  to  gross  only 
$1  million  this  year  but  to  jump  to 
$5  million  in  1997. 

Early  on  Tony  Frank  saw  some- 
thing wrong  with  Nemirovsky's 
approach.  As  a  director  of  Charles 
Schwab  &  Co.,  Frank  saw  the  impor- 
tance of  technology  in  business,  but 
he  knew  that  Nemirovsky's  marketing 
was  flawed.  The  entrepreneur  was 
soliciting  clients  one  at  a  time,  a 
tough  way  to  go  when  no  one  cus- 
tomer amounts  to  a  lot  of  business. 
Frank  encouraged  him  to  think  of 
small  banks  as  his  customers  because 
they  could  bundle  large  numbers  of 
their  clients  for  Sonnet.  At  the  same 
time  Sonnet  would  be  rendering  a 
service  that  would  make  smaller  banks 
more  competitive  with  bigger  banks. 

There  are  other  discounters  in  the 
foreign  exchange  market.  If  you  want 
to  deal  in  smallish  blocks  of  foreign 
currency,  Thomas  Cook  and  afex 
Associated  Foreign  Exchange  will 
often  give  you  a  better  rate  than  the 
banks,  apex's  surcharge  is  typically 
about  0.75%,  it  says.  That's  competi- 
tive with  Sonnet,  at  least  for  trades 
below  $20,000.  But  these  competi- 
tors don't  let  you  trade  on-line,  as 
Sonnet  does.  Not  yet  anyhow. 

People  like  Gady  Nemirovsky  are 
doing  the  important  work  of  finding 
ways  to  use  advanced  technology  to 
make  business  more  efficient.  In  this 
case,  helping  small  banks  and  small- 
business  people  survive. 

The  banks  themselves  may  finally 
wake  up  to  this  business  when  they 
start  doing  a  lot  of  electronic  banking 
with  retail  and  small-business  cus- 
tomers. By  then,  we're  willing  to  bet, 
Nemirovsky  will  have  broadened  his 
niche.  Definitely  a  man  and  a  compa- 
ny to  watch.  «■ 
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The  Compaq  Armada  4100.  If  It 

Its  your  call.  On  one  hand,  its  a  full-function  notebook.  Or  in  a  snap  its  multimedia  with  CD-ROM.  Or  its  lean  and  mean 
fax  machines* and  dual  speakers  for  incredible  16-bit  stereo  sound.  And  its  Internet-ready.  The  new  Compaq  Armada  4100.  It: 


©1996  Compaq  Computer  Corporation  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  SpcedPaq  and  Armada  arc  trademarks  of  Compaq  Computer  Corporation  "Spoakcrphoni 
answering  machine  require  Compaq  SpcedPaq  288  Telephony  Modem,  available  in  Summer  1996.  Fax  machine  requires  modem.  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  the  Pen 
Processor  Logo  is  a  trademark  of  the  Intel  Corporation.  Other  products  mentioned  may  be  tratk-marks  of  their  respective  companies. 
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for  three  batteries  with  up  to  10  hours  of  life.  It's  a  virtual  office  too-complete  with  a  full  duplex  speaker  phone,  answering  and 
the  task  at  hand.  One  way  or  another.  For  more  information,  call  1- 800- 8 5  3  9521.  Or  visit  our  site  at  www.compaq.com. 
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BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is 
a  strategist  with 
Americom  Corp.  in 
San  Francisco. 


If  you  browse  thk  Web,  then  lurking  some- 
where on  your  disk  drive  there's  probably  a 
document  called  "Magic Cookie."  That's  a 
friendly  name  for  a  file  better  called  "I  Spy" 
Spy  on  who?  On  you. 

MagicCookie  lets  any  Web  site  you  visit 
siphon  information  from  your  hard  disk 
about  your  computer  habits  you  might  or 
might  not  want  to  share.  Needless  to  say,  the 
electronic  stool  pigeon  doesn't  ask  your  per- 
mission to  squeal  on  you;  it  just  does  it. 

The  Net  mavens'  well-intentioned  goal  in 
creating  MagicCookie  was  to  help  Internet 
advertisers  by  giving  them  information  about 
their  audience.  The  result,  however,  is  soft- 
ware-programmable invasion  of  privacy. 

The  issue  is  access.  The  peddlers  want 
access  to  you  at  home,  in  the  office,  or  on  the 
road;  they  want  to  pitch  their  wares  via 
phone,  fax,  modem  or  mail.  It's  the  price  we 
pay  for  a  free  market — people  have  the  right 
to  sell  you  anything  legal  any  way  they  can,  no 
matter  how  obnoxiously  intrusive. 

You  have  the  right  to  fight  back. 

A  plug-in  board  not  only  lets  you 
duck  calls  you  don't  want,  it  makes 
sure  you  answer  calls  you  do  want. 

The  nastiest  way  to  deal  with  telemarketing 
pests  is  to  answer  politely  when  they  call,  mis- 
pronouncing your  name.  Then,  ask  them  to 
tell  you  all  they  can  about  their  sleazy  goods 
and  services.  While  they're  babbling,  put  the 
phone  down  and  go  away.  Some  salespeople 
will  talk  up  to  five  minutes  before  they  realize 
they're  wasting  their  time. 

Wasting  their  time  is  the  point.  Telemar- 
keting is  labor-intensive.  If  5%  of  the  popula- 
tion were  to  treat  telephone  pitchmen  the 
way  I  recommend,  productivity  losses  would 
drive  the  whole  aggravating  business  out  of 
business. 

Or,  if  you're  less  hostile  than  I  am,  you  can 
use  your  computer  to  restrict  access  to  your 
telephone. 

A  half-dozen  or  so  outfits  make  personal 
computer  plug-in  boards  that,  together  with 
some  clever  software,  not  only  let  you  duck 
the  calls  you  don't  want,  but  also  make  sure 
you  answer  the  ones  you  do  want.  Answer 
them  smarter,  too. 

The  leader  of  the  pack  is  Spectrum  Signal 


Processing,  a  $30  million  publicly  traded 
startup  headquartered  in  Burnaby,  British 
Columbia  (recent  stock  price  U.S.  $7.75). 
Spectrum  makes  an  all-in-one  board  built 
around  IBM's  Mwave  signal  processing  chip. 
The  $300  board  gives  you  simultaneous  voice 
and  data,  fax,  paging  and  CD-quality  sound.  It 
comes  with  all  the  software  you  need  to 
police  your  home  or  office  phone  (and  some 
you  don't,  Doom,  for  example).  When  some- 
one dials  your  line,  the  Office  F/x  program 
extracts  Caller  id  information  from  the 
incoming  signal.  Up  pops  a  window  on  your 
computer  screen  to  tell  you  who  the  caller  is. 
(It  matches  the  calling  number  to  a  database 
you  have  set  up.) 

Say  you're  already  on  the  phone  and  some- 
body unimportant  is  calling.  The  Spectrum 
board  lets  you  give  him  a  polite  digital 
announcement,  then  record  his  message 
directly  to  your  computer  disk.  Because 
Office  f/x  allows  you  nearly  an  infinite 
number  of  announcements,  if  the  caller  is  a 
telemarketer,  you  can  play  something  to  scare 
him  off — maybe  a  few  sounds  from  Doom 
will  do  the  trick.  The  technology  also  lets  you 
set  up  multiple  voice  mailboxes  on  your  com- 
puter— for  example,  one  mailbox  an 
announcement  for  friends  and  family,  another 
for  officemates,  a  different  one  for  customers, 
and  so  forth. 

Better  still,  Spectrum's  system  can  be  pro- 
grammed to  retrieve  information  from  your 
database  about  the  people  who  are  calling 
you.  For  example,  if  you're  in  sales  or  service, 
Office  f/x  will  automatically  pull  up  account 
histories  on  your  callers.  No  more  fumbling 
around  at  the  keyboard  while  the  impatient 
customer  is  on  hold. 

Spectrum  Signal's  products  are  just  one 
splash  in  the  coming  wave  of  access  control. 
The  local  Bell  outfits  are  already  busy  selling 
enhanced  versions  of  Caller  ID  that  weed  out 
nuisance  callers.  Windows  95,  meanwhile,  is 
telephone-aware,  so  look  for  a  wealth  of  soft- 
ware companies  to  spring  up  selling  call- 
screening  programs  and  message -sorting  pro- 
grams that  will  run  on  your  computer  when 
you  connect  your  telephone  to  it.  And  who 
needs  a  computer?  It  would  be  a  simple 
matter  to  add  a  cheap  chip  to  a  fax  machine  or 
a  telephone  that  would  allow  only  callers  who 
typed  in  an  access  code  to  get  through. 

Technology  has  brought  us  junk  phone  calls 
and  intrusive  Internet  services.  It  brings  us 
defenses,  too.  ■ 
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waters 


Who  wants  to 


first? 


Water  Department,  Long  Beach,  California. 

Electrical  distribution,  control  and  automation  systems 

supplied  by  Schneider. 


To  take  a  shower  you 
need  water.  Thanks  to 
the  products  and 
services  provided 
by  Schneider  to  help 
control  the  water 
distribution  network 
in  Long  Beach,  water  is 
available  when  you  need 


it,  not  just  on  rainy  days. 
No  wonder:  as  a  world 
leader  in  the  electrical 
industry,  our  products 
and  services  from 
Merlin  Gerin,  Square  D 
and  Telemecanique 
provide  solutions 
to  customers  around 


the  world,  from  electrical 
distribution  and  industrial 
control  to  automation. 
Because  no  one 
in  the  world  does  more 
with  electricity. 
Schneider  North  America 
Phone:  (847)  925  3796 
Fax  :  (847)  925  7796 


No  one  in  the  world 

does  more  with  electricity. 


GROUPE  SCHNEIDER 


Merlin  Gerin  I  Square  D  ■  Telemecanique 


Don't  be  surprised  if  the  Japanese  race  ahead  of  us  in 
traffic  automation  and  we  end  up  importing  the  tech- 
nology. After  all,  they  need  it  a  lot  more  than  we  do. 

The  mother 
of  invention 


By  Neil  Weinberg 

In  the  all-too-credible  hit  movie 
Traffic  Jam,  a  Japanese  family  drives 
off  on  vacation  only  to  spend  the 
entire  trip  stuck  in  their  car.  Ameri- 
ca's traffic  troubles  may  be  bad,  but 
Japan's  are  far  worse.  That's  why  the 
Japanese  will  probably  overtake  us  in 
the  engineering  science  known  as 
intelligent  traffic  systems.  Bad  news, 
perhaps,  for  chauvinists,  but  good 
news  for  drivers  and  highway  depart- 
ments. We  can  save  money  by  piggy- 
backing on  Japan's  research. 

A  lot  of  money.  Japan  will  spend  a 
total  of  $50  billion  on  traffic  automa- 
tion through  the  year  2015,  accord- 
ing to  the  country's  Vehicle,  Road  & 
Traffic  Intelligence  Society. 

"This  is  one  of  the  brightest  mar- 
kets for  NEC  in  Japan  and  overseas," 
says  Mamoru  Furuya,  general  man- 
ager of  the  firm's  newly  formed  its 
business  promotion  division.  Similar 
units  have  sprung  up  at  Toyota, 
Nissan  and  Matsushita. 

In  July  the  Japanese  government 
released  a  long-range  plan  peppered 
with  such  exotic  features  as  autopilot 
highway  systems  and  convoys  in 
which  a  driver  in  the  first  truck  would 
control  several  vehicles. 

Someday.  But  the  real  action — and 
virtually  all  of  the  government's  $610 
million  fiscal  1996  budget  for  intelli- 
gent traffic  systems — is  in  product 
development  for  a  much  less  ambi- 
tious technology,  car  navigation  sys- 
tems. Drivers  would  still  be  in  the 
driver's  seat;  they'd  just  drive  smarter. 

Today's  navigation  systems  rely  on 
CD-ROM  drives  to  transmit  electronic 
maps  to  dashboard  monitors.  Some 
also  receive  signals  from  the  U.S. 


Tokyo's  Ginza 
Upgrade  needed. 


government's  satellite  Global  Posi- 
tioning System,  which  locates  the 
vehicle  on  a  map. 

"Big  deal,"  said  many  American 
observers  (Forbes,  Apr.  1,  1991).  At 
around  $2,000  to  $5,000  a  pop,  the 
gizmos  aren't  nearly  worth  the  price. 
But  most  people  also  said  the  same  of 
the  early  color  TVs  and  personal  com- 
puters. The  Japanese  are  right  to 
figure  there's  a  future  in  delivering 
real-time  data  to  travelers,  as  the 
Internet  does  for  computer  users. 

In  the  past  year  Japan  has  switched 
on  the  world's  first  two  real-time  nav- 
igation systems.  The  smaller  one 
relies  on  car  phones.  The  larger  one, 
called  the  Vehicle  Information  and 


Communication  System,  relays  data 
through  a  $1,000  receiver  that  works 
alongside  the  satellite-signal  navigator. 

Before  setting  off,  a  driver  keys  in 
his  destination.  The  vehicle  info 
system  then  provides  current  traffic 
conditions  so  the  car's  navigation 
system  can  suggest  the  fastest  routes 
and  estimate  travel  times.  The  road 
ahead  stays  at  the  top  of  a  dashboard 
monitor,  which  scrolls  in  tandem 
with  the  car's  progress  and  displays 
events  with  icons.  A  clogged  north- 
bound lane,  for  example,  appears  in 
red  with  an  arrow  pointing  north. 

Users  can  view  their  entire  route  or 
zoom  in  on  the  streets  immediately 
around  them.  To  minimize  distrac- 
tions, 'the  system  also  gives  audio 
directions:  "Please  turn  right  at  the 
intersection  100  meters  ahead," 
chirps  a  female  voice. 

To  make  it  work,  the  Japanese  have 
set  up  thousands  of  traffic  flow  detec- 
tors along  Tokyo's  main  thoroughfares 
and  the  Tomei-Meishin  Expressway 
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Traffic  war  room 
in  Tokyo 
The  engineers 
don't  yet  have 
a  robot  to  drive 
your  car.  But 
they're  planning 
on  one. 


Dashboard  monitor 
Coming  soon: 
heads-up  displays 
and  improved 
voice  recognition. 


Optical  beacon 


Sensor  station 

On  city  streets, 
an  electric  eye  tracks 
the  car  and  an  infrared 
beacon  shoots  it  full 
of  traffic  data.  On 
highways,  the  data 
travel  on  wider-ranging 
radio  waves. 


Area  where  beacon  transmits 
data  to  car 


from  Tokyo  to  Osaka.  Optical  beacons 
set  up  at  major  intersections  hand  off 
cars  to  one  another  as  they  pass.  Each 
gives  a  picture  of  road  conditions  up  to 
30  kilometers  ahead  and  1km  behind 
the  vehicle.  On  highways,  drivers 
receive  data  from  up  to  200km  ahead. 
All  this  doesn't  come  cheap.  Build- 


Area  where  beacon 
tracks  car 


ing  the  data  center  and  running  it 
over  the  next  20  years  alone  will  cost 
over  $300  million,  and  the  thousands 
of  traffic  detectors  run  at  least 
$20,000  each.  When  the  system 
covers  the  whole  country,  around 
two  decades  from  now,  the  infra- 
structure bill  will  rise  above  $11  bil- 


lion, including  on-board  equipment. 
That  sounds  like  a  lot  until  you  real- 
ize it  wouldn't  buy  even  200  miles  of 
new  highway. 

The  payoff:  $70  billion  in  savings 
from  work  hours  and  fuel  not  burned 
in  traffic  over  20  years.  Of  course,  if 
everybody  has  a  jam  detector,  you 
might  sometimes  get  a  perverse  herd 
effect,  in  the  form  of  a  new  jam 
somewhere  else.  But,  on  balance, 
better  data  has  to  help. 

Last  year  Japanese  drivers  snapped 
up  over  half  a  million  car  navigation 
systems,  and  sales  should  top 
700,000  this  year.  By  some  estimates, 
half  the  5  million  new  vehicles  sold  in 
Japan  annually  will  be  fitted 
with  navigation  systems  by 
the  year  2000.  Mercedes- 
Benz  already  plans  to  make 
them  standard  on  S-class 
models  in  Japan. 

However,  today's  devices 
are  still  too  costly  and  dis- 
tracting to  saturate  the  mar- 
ket. Ever- better  electronics 
will  surely  bring  the  price 
down,  but  it  will  take  cre- 
ative design  work  to  make 
the  machines  easy  to  use. 

Toyota  is  working  on 
heads-up  monitors  like 
those  used  in  jet  fighter 
cockpits.  Matsushita  Com- 
munication Industrial  sells  CD-ROM 
maps  with  quickly  identifiable  markers, 
such  as  Shell  gas  station  signs.  Sony  is 
already  selling  in  Japan  a  system  with 
primitive  voice  recognition.  Such  fea- 
tures would  be  particularly  appreciat- 
ed by  drivers  who  worry  about  smash- 
ing into  something  when  they  look 
down  to  study  a  dashboard  display. 

Japan's  next  experiment  in  smart 
highways  will  come  in  1997,  when  it 
will  begin  testing  a  nationwide  elec- 
tronic toll  collection  system.  Then 
will  come  unmanned  commercial 
vehicles  and,  eventually,  autopilot 
driver  systems. 

Some  of  these  projects  are  sure  to 
flop.  Others  will  be  better  suited  to 
cramped  Asian  cities  than  to  sprawl- 
ing North  America.  But  it  makes 
sense  that  automation  should  begin 
on  Japan's  horrid  highways,  just  as  it 
made  sense  that  the  fax  machine-also 
invented  by  Americans-should  get  its 
start  in  a  country  whose  language 
doesn't  lend  itself  to  keyboards.  M 
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What  do 
450-year-o 


 i  

divine 
inspiration 


all  of  the 
above  and 
Carrier 


i 

± 


an  act  of 
genius 


a  miracle  ™        ™  ™  ^ 

I 
I 


Four  and  a  half  centuries  of  smoke  from  votive  candles  combined  with  modern 
air  pollution  to  mask  the  glory  of  the  Sistine  Chapel  ceiling. 

It  took  an  inspired  clergy,  the  genius  of  patient  artisans,  and  the  miracle  of 
chemistry  to  restore  its  original  vibrant  beauty. 

And  to  keep  it  that  way? 

A  specially  designed  climate  control  system  for  comfortable  temperatures  and 
clean  air  from  this  time  forth. 

And  the  people  chosen  to  provide  all  this? 
Carrier. 

Perhaps  because  Carrier  is  to  air  conditioning  what  Otis  is  to  elevators  and 
Sikorsky  is  to  helicopters:  The  creator  of  the  industry. 


IS 


United 

TcchnoloyiBS 


ine  clieer 
for  hackers 


BY  PETER  HUBER 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
http.//www.phuber.com/ 
huber/home.html 


Columnists  are  supposed  to  be  contrarian, 
so  here's  a  column  in  celebration  of  plagues, 
predators  and  thieves. 

Start  with  an  unpleasant  fact:  Herpes  pro- 
motes chastity.  The  knowledge  of  bad  things 
lurking  out  there  sometimes  makes  us  better 
people.  To  avoid  herpes,  honor  the  Seventh 
Commandment. 

Computer  viruses  are  transmitted  by 
promiscuous  disks.  To  prevent  infection,  buy 
nothing  but  virginal  shrink-wrapped  software 
from  a  reputable  vendor  and  keep  all  your 
software  affairs  strictly  monogamous.  Few 
software  companies  dare  say  this  publicly,  but 
computer  viruses  are  the  legitimate  program- 
mer's best  friend.  To  avoid  viruses,  honor 
copyright. 

Should  we  promote  viruses,  then?  I  won't 
go  quite  that  far,  not  yet.  But  notice  that 
that's  precisely  what  vaccination  is  all  about. 
Learn  to  live  with  cowpox,  and  you  don't  die 
from  smallpox.  Sometimes  a  little  bit  of  low- 
grade  infection  all  around  is  what  keeps  far 
worse  plagues  at  bay. 

Teenage  computer  hackers  infect  our 
machines.  But  would  we  really  want  to 
mount  every  last  one  of  their  pimply  little 
heads  on  the  walls  of  our  offices,  if  somehow 
we  could?  The  only  certain  way  to  find  out  if 
your  financial  network  or  data  warehouse  is 
secure  is  to  attack  it  relentlessly  You  can 
enlist  in-house  test  engineers  to  do  that,  but 
they  are  grown-ups.  As  any  parent  knows, 
what  you  need  to  really  test  limits  in  life  is  the 
destructive,  seditious  genius  of  a  teen. 

Whose  teens  will  it  be?  I'd  far  rather  have 
U.S.  kids  trying  to  crack  into  the  Strategic  Air 
Command  than  the  kids  who  carry  grenades 
for  Hamas.  If  the  military  brass  can  beat  the 
freshmen  from  mit,  they  can  beat  anybody.  If 
they  can't,  I'd  rather  see  them  lose  on  the 
home  field  first. 

Much  the  same  goes  for  all  the  essential 
tools  of  the  hacker's  trade.  Lawmakers 
keep  floating  plans  to  ban  chips,  codes, 
algorithms,  black  boxes  or  bulletin  boards 
that  they  think  might  be  used  for  nefarious 
purposes.  Last  year  the  Clinton  Adminis- 
tration proposed  to  outlaw  technology 
whose  "primary  purpose"  is  to  circumvent 
copyright  protection.  But  can  we  really 
count  on  Al  Gore  to  define  the  "primary 


purpose"  of  each  and  every  chip? 

In  1979  Universal  Studios  and  Walt  Disney 
Productions  sued  Sony,  on  the  theory  that 
home  videotape  recorders  were  being  used  to 
steal  copyrighted  movies.  The  Supreme  Court 
sided  with  Sony,  on  a  5—4  vote.  Today,  Holly- 
wood gets  $15  billion  a  year  from  tape  sales 

I'd  far  rather  have 
U.S.  kids  trying  to 
crack  into  the  Strategic 
Air  Command  than 
the  kids  who  carry 
grenades  for  Hamas. 


and  rentals — three  times  what  it  gets  from  box 
office  receipts.  The  moguls  thought  they  saw 
a  burglar  with  a  Sony-supplied  jimmy.  But 
the  guy  outside  their  door  was  really  Ed 
McMahon,  come  to  deliver  a  gigantic  check. 

Most  information  technology  is  like  that:  It 
can  be  used  for  good  purposes  or  bad.  Cellu- 
lar phones  can  easily  be  altered  by  snoops,  and 
have  been:  This  is  how  we  came  to  know 
Princess  Diana  as  "Squidgy."  Encryption  algo- 
rithms protect  copyrights,  privacy — and  the 
conversations  of  terrorists.  The  Web  is  the 
ultimate  Betamax,  a  metastasized  Xerox 
machine  that  can  copy  everything  everywhere 
(Forbes,  Sept.  9).  It  supports  all  sorts  of  ser- 
vices that  can  be  used  for  piracy,  and  are.  But 
they  are  also  used — far  more — for  legitimate 
commercial  distribution,  just  like  the  VCR. 
Most  of  the  time,  the  fair  uses  of  new  infor- 
mation technology  far  outpace  the  foul.  The 
only  way  to  tell  for  sure  is  to  wait  and  see. 

Even  if  we  could  divide  cybertechnology 
and  its  users  into  two  distinct  classes,  burglars 
and  burghers,  would  we  really  want  to?  Life  in 
cyberspace  is  developing  in  a  process  of  Dar- 
winian evolution.  To  invent  something  as  fast 
and  sleek  as  a  Thomson's  gazelle  you  must 
invent  a  cheetah  alongside.  The  cheetah  is  the 
perfect  gazelle-catching  predator.  The  gazelle 
is  the  perfect  cheetah-evading  prey.  They  are 
both  so  fast  and  agile  only  because  they  are 
both  there. 

So  here's  one  cheer  for  the  cyber-cheetahs. 
I  hope  you  stay  thin  and  hungry,  like  most 
cheetahs  on  the  Serengeti  Plain.  But  I  guess, 
on  balance,  I  hope  you  stay.  ™ 
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FUTURIZE     AND  THROUGH  ELECTRONIC  COMMERCE 


YOU  WILL  CREATE  AMAZING  NEW 
BUSINESSES  AND  OPPORTUNITIES. 


FROM  YOUR  FUTURE  ADMIRERS 


AT&T 
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Can  you  gain  lasting  improvement  in  your  memory 

via  a  quickie  training  session?'Despite  what 

the  consultants  tell  you,  the  answer  is  probably  no. 

In  the 
mind's  eye 


By  Julie  Androshick 


Lockheed  Martin  Energy  Systems 
in  Oak  Ridge,  Tenn.  doesn't  want  to 
take  the  chance  that  overworked 
employees  will  forget  their  comput- 
er passwords.  At  this  plant,  Lock- 
heed disassembles  nuclear  weapons 
for  storage.  You  just  can't  have 
people  scribbling  passwords  on  their 
library  cards. 

"Our  firm  is  downsizing,  and 
fewer  people  have  to  take  on  more 
information  and  remember  it  quick- 
er," says  Stephen  Trotter,  a  training 
coordinator  for  Lockheed  Martin. 

So  Lockheed  hired  Scott  Born- 
stein,  a  memory  consultant,  at 
$5,000  for  a  full  day  of  class.  Born- 


stein  teaches  mnemonics,  or  recall 
techniques.  His  other  clients 
include  Viacom  and  Andersen 
Consulting. 

Bornstein  dazzles  his  listeners  by 
asking  them  to  call  out  40  two-digit 
numbers,  writing  the  numbers  on  a 
blackboard  and  recalling  all  of  them 
one  minute  later.  The  secret:  Born- 
stein uses  a  mnemonic  system  that 
associates  each  digit  with  an  arbi- 
trary consonant  that  happens  to 
occur  frequently  in  three-letter 
words.  To  remember  31,  he  thinks 
of  "mat." 

This  little  tour  de  force  begs  the 
question   of  how  you  instantly 


memorize  a  list  of  40 
random  words.  But  it 
does  illustrate  Born- 
stein's  main  point, 
which  is  that  making 
associations — between 
numbers  and  words,  or 
words  and  mental  pic- 
tures— can  help  you 
remember  something. 

Need  to  remember 
two  corporations?  Use 
a  peg  system,  and  you 
could  be  looking  at 
items  in  your  office  in  a 
different  way.  Instead 
of  making  you  hungry, 
seeing  your  colleague 
eat  a  roast  beef  sand- 
wich might  remind  you 
to  write  a  report  on 
Sizzler.  Seeing  a  light- 
bulb  would  conjure  up 
General  Electric. 

These  tricks  go  back 
at  least  as  far  as  the 
ancient  Greeks.  Legend 
has  it  that  Simonides,  a 
5th-century  B.C.  Greek 
poet,  spoke  at  a  banquet  and  went 
outside  just  in  time  to  see  the  roof  of 
the  banquet  hall  collapse.  By  using  a 
mental  picture  of  where  the  guests 
were  sitting  when  he  gave  his 
speech,  he  was  able  to  locate  and 
identify  every  victim. 

In  the  same  vein,  Robert  Pike 
uses  a  mnemonic  technique  that  he 
calls  "windowpaning"  as  part  of  his 
memory  training  for  middle  man- 
agers at  Eastman  Kodak,  Amoco 
Oil  and  Texas  Instruments.  The 
trainees  are  told  to  draw  a  tic-tac- 
toe  board  on  paper  and  place  pic- 
tures in  each  frame  to  represent 
concepts.  For  example,  a  computer 
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Memory 
tips 


From  How  to  Remember 
Names  by  Thomas 
Crook: 

When  you  meet  some- 
one, repeat  his  or  her 
full  name  out  loud. 
About  ten  seconds  later, 
repeat  the  name  to  your- 
self. Thirty  seconds  later, 
repeat  it  to  yourself. 

Associate  the  name 
with  an  image.  The  silli- 
er the  association,  the 
better.  For  example,  a 
person  named  Bell  might 
have  big  ears  that  resem- 
ble bells.  If  you  are 
introduced  to  a  Maxwell, 
think  coffee. 

Be  selective.  If  you 
know  you  will  not  see  a 
person  again,  don't 
waste  brain  space  on  the 
name. 

Link  a  list  of  things  to 
do — study  the  annual 
report,  check  on  the 
stock  price,  attend  a 
meeting — into  a  nonsen- 
sical story,  like:  "The 
annual  report  was  meet- 
ing with  a  stock  price." 


Make  a  number  mean- 
ingful. Your  sister's  new 
phone  number  is  725- 
4196.  Tell  yourself  that 
725  is  July  25,  while  41 
is  the  year  Pearl  Harbor 
was  bombed  and  96  is 
the  current  year. 

Use  anything  out  of 
place  as  a  trigger.  Put  a 
crumpled  dollar  bill  in 
your  pocket  as  a 
reminder  to  go  to  the 
bank.  Or  leave  a  slip 
from  the  cleaner  on  the 
seat  of  your  car  in  order 
to  remember  to  pick  up 
your  clothes. 

Schedule  doctor  and 
dentist  appointments  on 
the  same  day  of  the  week 
and  if  possible  at  the 
same  time — for  example, 
Wednesdays  at  3  p.m. 

If  you  want  to  remem- 
ber your  umbrella  on 
rainy  days,  you  have  to 
remember  it  on  clear 
days,  too.  Think 
"umbrella"  every  time 
you  go  out  the  front 
door.  -J A.  ■■ 


in  the  first  square  is  the  technolog- 
ical explosion  of  the  1990s,  while 
ballerina  slippers  in  another  square 
stand  for  balancing  the  needs  of  the 
company.  This  would  help  you 
remember,  say,  to  include  these 
concepts  in  a  speech. 

A  former  pastor  who  claims  to 
have  memorized  whole  chapters  of 
the  Bible,  Pike  charges  $12,000  for 
a  two-day  seminar. 

Does  this  stuff  really  work?  Some 
customers  are  persuaded.  "Thinking 
visually  makes  it  easier  to  remem- 
ber," says  Janie  Reed,  a  multimedia 
training  administrator  for  Texas 
Instruments.  She  plans  to  bring  Pike 
back  to  her  company  soon  for  a  fifth 
mnemonics  seminar. 

Here's  the  scientific  theory  that 
makes  these  memory  aids  plausible. 
When  you  hear  or  see  a  piece  of 
new  information,  like  a  phone 
number,  neurons  in  your  hip- 
pocampus— a  seahorse-shaped  clus- 
ter of  cells  situated  in  the  brain's 
limbic  system — go  to  work  releas- 
ing neurochemicals. 

If  you  hear  the  phone  number  just 
once,  your  neurons  don't  release 
enough  chemicals  to  make  a  lasting 
impression  on  other  neurons.  But 
associate  the  numbers  with  letters 
that  you  already  know,  or  associate  a 
new  task  with  a  familiar  visual  image, 
and  there's  more  neuronal  activity. 
This  improves  the  chance  that  the 
memory  will  graduate  from  a  short- 
term  holding  pattern  in  the  hip- 
pocampus to  long-term  memory  in 
the  neocortex.  Long-term  memory 
involves  permanent  physiological 
changes  brought  about  in  brain 
synapses  (connecting  points  of  nerve 
cells).  Although  the  theory  is  not  yet 
established  as  fact,  some  of  this 
hypothesized  process  can  be  wit- 
nessed via  a  positron  emission 
tomography  brain  scan. 

How  do  you  turn  all  this  neurol- 
ogy to  your  advantage?  If  you  are  a 
typical  person,  you  can  hold  only 
about  seven  items  of  information  in 
an  immediate  memory  store — 
which  lasts  from  seconds  to  a 
minute — without  further  process- 
ing it.  To  capture  that  seven-digit 
phone  number  for  more  than  a 
minute,  then,  you  are  going  to 
have  to  work  on  it,  making  associ- 
ations or  repeating  it  to  yourself. 


A  mnemonic  alphabet* 

1  t,  d 

2  n 

3  m 

4  r 

5  I 

6  j,gt 

7  kt 

8  f,  v 

9  p,  b 

0  z,  s  (soft) 

*Vowels  have  no  number  value.  tAnd  diphthongs  that 
sound  like  these  letters. 

Having  trouble  remembering  numbers? 
Turn  them  into  words.  This  table  con- 
verts digits  into  consonants.  (For  0  you 
can  also  use  a  soft  c  as  in  cell, 
for  7  a  hard  c  as  in  cat.)  Throw  in 
any  vowels  you  want;  91  thus 
becomes  pad. 


The  box  (above)  highlights  tricks 
popular  in  mnemonics  classes. 

You  may  be  initially  impressed 
with  what  you  can  do  in  a  class, 
freed  from  other  distractions.  Alas, 
when  you  get  back  to  the  real  world, 
a  phone  call  or  a  visit  from  a  col- 
league may  interrupt  your  visualiza- 
tion trick.  Mnemonics,  in  short,  is  of 
limited  practical  value.  It  may  offer 
you  some  small  conveniences  if  you 
are  the  kind  of  person  who  forgets  a 
password  or  forgets  to  pick  up  a  loaf 
of  bread  on  the  way  home.  But  it's  a 
questionable  investment  of  company 
training  money. 

James  McGaugh,  a  neurobiologist 
at  the  University  of  California, 
Irvine,  is  skeptical  of  the  memory- 
training  business.  He  suspects  it  does 
a  lot  more  good  for  the  practitioners 
than  for  the  clients.  "If  you  are  not 
teaching  mnemonics  for  a  living,"  he 
says,  "forget  it." 
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THE  FUNDS 


Bingenes  in  search 
of  a  smart  stock  picker 

Gordon  Grender  of  Global  Asset  Management  runs  a  unique  fund. 


By  Thomas  Easton 

Put  all  your  eggs  in  one  basket, 
advised  Andrew  Carnegie,  and  watch 
that  basket.  Applied  to  money  man- 
agement, this  philosophy  says  that 
you  should  own  a  very  small  list  of 
stocks  and  own  them  for  a  long  time. 
This  is  what  the  legendary  Philip 
Fisher  has  been  doing  for  most  of  his 
65  years  in  business  as  a  private 
money  manager  (Forbes,  Sept.  23). 
Asked  what  investors  should  look  for 
in  mutual  funds,  Fisher  replied,  "A 
fund  that  doesn't  trade  much  and 
concentrates  on  a  relatively  small 
number  of  stocks — as  Warren  Buffett 
does  in  Berkshire  Hathaway." 

Talk  about  Diogenes!  We  sallied 
forth  in  search  of  such  a  fund  manag- 
er among  the  6,000  mutual  funds 
currently  soliciting  the  public  dollar. 
The  search  was  not  very  rewarding. 
The  average  equity  fund  holds  120 
issues,  according  to  fund-tracker 
Morningstar,  Inc.,  and  only  8  funds 
hold  20  or  fewer  stocks. 

Are  any  of  these  eight  any  good? 
Clipper  Fund  (Forbes,  Aug.  26)  has 
done  quite  well  with  20  stocks.  So  has 
Sequoia  Fund  with  just  17;  alas, 

Making  a  lot  from  a  little? 


Sequoia  is  closed  to  new  shareholders. 

But  another  fund,  much  newer 
than  these,  caught  our  eye:  Gamerica 
Capital  Fund.  We  tracked  down 
Gordon  Grender,  the  portfolio  man- 
ager of  this  quirky  fund,  as  he  wound 
his  way  on  the  back  roads  from 
Memphis  to  Little  Rock,  looking  for 
big  ideas  in  small  towns. 

Never  heard  of  it?  No  surprise. 
Gamerica  Capital  has  been  around  for 
only  a  little  over  a  year,  during  which 
time  it  has  merely  matched  the 
market.  But  Grender,  52,  has  been 
running  the  Global  Asset  Manage- 
ment North  American  Unit  Trust,  a 
similar  all-U.S.  fund  registered  in  the 
U.K.,  since  1985.  The  British  fund 
has  75%  of  its  total  holdings  in  just 
20  stocks,  and  the  U.S.  version  has 
100%.  That  perhaps  qualifies  them  by 
Fisher's  standards.  The  U.K.  fund  has 
bested  the  s&P  500  by  an  average  of 
2.5  percentage  points  a  year  over  the 
past  decade. 

You  pay  a  price  for  such  narrow- 
ness. Funds  with  concentrated  port- 
folios tend  to  be  more  volatile  than 
diversified  funds,  and  in  consequence 


the  Securities  &  Exchange  Commis- 
sion demands  that  their  prospectuses 
be  wrapped  in  warning  flags.  But  the 
wise  investor  understands  that  volatil- 
ity is  not  synonymous  with  risk.  Just 
because  a  stock  hops  around  a  lot 
does  not  make  it  risky  to  someone 
intending  to  hold  it  for  a  long  time. 

What  you  get  in  return,  at  least 
with  Grender,  is  a  money  manager 
who  really  knows  his  companies. 

As  was  the  case  with  Fisher,  Gren- 
der had  a  stint  in  the  brokerage  busi- 
ness early  in  his  career.  Neither  took 
away  any  affection  for  frequent  trans- 
actions ("costly  entertainment,"  says 
Grender)  nor  companies  with  cyclical 
dips  ("growing  sales  take  care  of  a  lot 
of  problems"),  nor  other  people's 
research.  Each  works  alone,  each  likes 
companies  that  grow,  and  each  looks 
as  closely  at  managers  as  at  numbers. 

For  Grender,  as  for  Fisher,  good 
management  is  vision  and  operating 
dexterity.  But  unlike  Fisher,  Grender 
isn't  just  looking  for  stocks  he  can 
marry.  Two  of  his  better-known 
holdings  are  Mercantile  Stores,  con- 
trolled by  octogenarian  Roger  Mil- 
liken,  and  H.J.  Heinz,  long  run  by 
the  flashy  Anthony  O'Reilly.  Grender 
thinks  O'Reilly  may  be  ready  to 
retire,  but  not  to  leave  his  company 
in  the  hands  of  a  new  chairman. 
Heinz  is  down  9%  off  its  peak  this 
year  in  a  bull  market,  but  a  tender 
offer  from  Unilever  or  Philip  Morris 
would  perk  it  up. 

Another  Grender  pick  is  ClinTrials 
Research,  a  drug  testing  company,  for 
a  different  reason.  The  firm  is  run  by 
William  O'Neil  Jr.,  whose  record 
includes  a  prior  stint  building  up 
International  Clinical  Laboratories 
and  then  selling  it  to  SmithKline 
Beecham.  "I  like  entrepreneurial 
people  who  have  done  it  before," 


Fund 

Number 

Ten-year 

Assets 

of 

annualized 

6/30/96 

stocks 

return* 

($mil) 

Beacon  Hill  Mutual 

14 

8.5% 

$2 

Clipper 

20 

14.5 

465 

Focus 

16 

NA 

6 

Gamerica  Capital  A 

20 

NA 

2 

Jensen 

20 

NA 

11 

Rainbow 

12 

5.4 

1 

Sequoia 

17 

14.3 

2,329 

Yorktown  Classic  Value 

19 

NA 

8 

"Through  July  31.  NA:  Not  available;  fund  not  in  existence  for  full  period. 
Source-.  Morningstar,  Inc 


Easier  to  find  an 
honest  man  than 
a  selective  fund: 
ones  with  20 
or  fewer  stocks. 
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Gordon  Grender  of  Gamerica  Capital, 

en  route  to  the  hinterlands 

The  brokers  rate  him  a  crummy 

customer. 


Grender  says.  "They  are  like  profes- 
sional football  players,  able  to  go 
from  team  to  team  and  do  it  again." 

Most  weeks — most  months — 
Grender  doesn't  trade  a  thing.  That, 
and  working  (when  he  is  not  on  the 
road)  from  a  desk  in  London,  have 
their  benefits:  "'Wall  Street  firms 
don't  bug  me  much.  I'm  not  a  very 
good  client."  Grender  comes  to  the 
U.S.  four  or  five  times  a  year  for 
extended  stays,  typically  without  a 
rigid  schedule,  and  travels  around. 
He  prefers  the  South  because  labor 
unions  are  rarer  there  and  so  growth 
is  better,  he  believes.  He  likes  Fred's, 
a  200-store  discount  chain  found  in 
little  towns  in  Tennessee,  Mississippi 
and  other  southern  states.  If  you 
look  hard  enough,  you  can  find  the 
stock  over  the  counter,  where  it 
trades  for  a  mere  74%  of  book  value. 

On  those  long  drives  in  his  rented 
Ford  Taurus,  Grender  sees  trailer 
park  after  trailer  park.  He  has  8%  of 
the  fund  in  Palm  Harbor  Homes, 
which  makes  trailer  homes. 

Fisher  considers  a  company's  labor 
relations  important,  and  so  does 
Grender.  That,  however,  led  to 
Grender's  worst  investment  blunder. 
In  the  1970s  he  spent  a  day  with 
Sam  Walton.  On  visits  to  Wal-Marts 
in  those  little  southern  towns, 
Walton  carped  unceasingly  at 
employees  about  their  work,  and 
they  carped  to  him  about  an  incom- 
petent head  office.  Grender  avoided 
the  stock. 

"I  should  have  realized  the 
strength  of  the  company  was  the 
ability  of  employees  to  complain  to 
Sam,  and  his  ability  to  complain  to 
them,"  Grender  says. 

Because  of  a  tiny  asset  base,  a  bit 
over  $2  million,  Gamerica  Capital 
Fund  has  an  outiandish  expense  ratio 
of  5.8%.  As  new  money  comes  in, 
that  number  should  come  way  down. 

There's  no  guarantee  that  just 
because  it  marches  to  Phil  Fisher's 
drummer,  Grender's  fund  will  march 
as  well.  Still,  it's  a  fund  to  keep  your 
eye  on.  ^ 
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Balanced  funds,  burdened  by  their  bond  stakes, 
rarely  beat  stock  funds.  Steven  Romick's  does. 

Upside, 
downside 


By  Mary  Beth  Grover 

The  point  of  investing  is  not  to 
avoid  risk  but  rather  to  get  paid  well 
for  taking  it.  With  that  in  mind, 
Steven  Romick,  manager  of  the 
uam/fpa  Crescent  Fund,  has  a  nice 
little  system  for  selecting  stocks.  He 
compares  his  estimate  of  a  plausible 
gain  to  his  estimate  of  a  maximum 
loss  if  things  don't  work  out.  It's  part 
art,  part  science.  But  if  that  ratio  is 
3.5  or  better,  he'll  probably  buy. 

Last  year  Romick  started  buying 
Mac  Frugal's  Bargains  -  Close-outs  at 
12.  The  company  runs  a  chain  of  bar- 
gain stores  under  the  names  Pic  'N' 
Save  and  Mac  Frugal's.  Plausible  gain 
over  the  next  two  to  three  years, 
given  that  new  managers  were  on 
board  and  busy  changing  the  mix  of 
merchandise:  150%.  Plausible  loss,  if 
the  new  strategy  failed  and  the  stock 
dropped  to  its  $9  book  value:  25%. 
Ratio:  6.  A  very  good  buy. 

"The  first  thing  I  ask  myself  when 
I  invest  money  is  how  much  can  I 
lose,"  says  Romick,  a  33-year-old 
graduate  of  Northwestern  University. 
Such  caution,  however,  doesn't  scare 
him  out  of  today's  heated  market. 
Over  the  past  three  years  Romick's 
$24  million  balanced  fund,  spurred 
by  big  stakes  in  small  and  medium- 
size  companies  and  junk  bonds,  deliv- 
ered a  15.8%  compound  annual 
return,  edging  out  the  Standard  & 
Poor's  500-stock  index  by  three- 
quarters  of  a  percentage  point.  Not 
for  widows?  Look  at  this.  While  the 
average  balanced  fund  had  three 
moneylosing  quarters  over  those 
three  years,  Romick  had  not  a  one. 

Such  conservatism  makes  Romick 
a  good  fit  at  S3. 5  billion  First  Pacific 
Advisors,  a  Los  Angeles  firm  now 
owned  by  money  management  behe- 
moth United  Asset  Management. 


Fund  manager  Steven  Romick 
"How  much  can  I  lose?" 


Preserving  capital  was  the  mantra  of 
George  Michaelis,  who  joined  the 
firm  in  1971  and  ran  it  until  he  died 
in  a  mountain  bike  accident  in 
March.  Michaelis  studied  the  tech- 
niques of  risk  tamers  Charles  Munger 
and  Warren  Buffett.  Their  Berkshire 
Hathaway  was  once  a  big  investor  in 
First  Pacific's  closed-end  fund,  Source 
Capital.  Similarly,  Romick  learned  a 
lot  about  investing  in  real  estate  from 
shareholders  in  his  fund  who  are  big 
developers. 

Mac  Frugal's  isn't  such  a  great  buy 
now;  Romick  says  its  reward/risk 
ratio  is  down  to  2.  But  Romick  has 
more  where  that  one  came  from. 
Among  his  holdings  is  Pinkerton's, 
with  a  potential  gain  of  70%  (if  new 
management  runs  the  business  more 
profitably)  and  a  potential  loss  of  15% 
(if  the  stock  should  drop  to  8.5  times 
free  cash  flow — earnings  plus  depre- 
ciation and  amortization  minus  nec- 


essary capital  outlays).  Romick  also 
likes  electronic  components  distribu- 
tor Arrow  Electronics  (big  potential 
gain  from  increased  demand  for 
semiconductor  chips). 

Here's  an  offbeat  play.  Romick  is 
long  rjr  Nabisco  Holdings  but  short 
Nabisco  Holdings,  rjr's  80.5%  stake 
in  Nabisco  is  effectively  erased,  leav- 
ing Romick  with  a  cigarette  company 
trading  at  2Vi  times  cash  flow  with  a 
25%  dividend  yield. 

Stocks  are  63%  of  Romick's  port- 
folio, cash  15%.  Most  of  what's  left  is 
junk  bonds.  How  does  he  get  a 
margin  of  safety  out  of  junk?  Not 
only  does  he  look  at  interest  cover- 
age— that  is,  the  ability  of  a  bond 
issuer  to  meet  its  interest  payments — 
he  also  looks  at  the  incremental  yield 
he  can  gain  over  risk-free  Treasurys. 
Junk  can  be  safer  than  AAA,  at  least  if 
your  junk  portfolio  is  well  diversified. 
Why?  Because  a  collection  of  fat 
bond  coupons  will  both  reimburse 
you  for  the  occasional  default  loss 
and  protect  you  from  interest  rate 
fluctuations.  (Big  coupons  accelerate 
the  return  of  your  investment  dollars 
into  your  pocket,  effectively  shorten- 
ing the  maturity  of  the  bond.) 

One  of  uam/fpa  Crescent's  largest 
holdings  is  the  Trump  Atlantic  City 
Associates  \  \lA%  first  mortgage  bonds 
of  2006.  At  a  recent  price  of  97,  the 
bond  has  a  yield  to  maturity  of 
11.6%,  five  points  above  the  yield  on 
ten-year  Treasurys.  "Debt  to  cash 
flow  is  only  3.2  times,"  crows 
Romick,  "and  before  bondholders 
can  get  hurt,  you'd  have  to  lose  $830 
million  [at  market  value]  of  equity." 

Romick  likes  the  714%  convertible 
bonds  of  Alexander  Haagen  Proper- 
ties, a  real  estate  company  operating 
in  the  devastated  California  economy. 
He  doesn't  expect  the  stock  to  hit 
conversion  territory,  but  at  a  recent 
90  the  bond  trades  with  a  10.4%  yield 
to  maturity  in  2000. 

With  an  expense  ratio  of  1.6%, 
Romick's  no-load  fund  is  a  bit  expen- 
sive. But  you  can  also  access  Romick, 
as  well  as  others  who  invest  like  the 
late  Michaelis,  through  Source  Capi- 
tal, where  he  is  one  of  three  coman- 
agers.  Forbes  rates  the  fund  a  D  for 
bull  market  performance  and  a  B  for 
down  markets.  Source  runs  up  an 
expense  ratio  of  0.9%  and  trades  at  a 
5.7%  discount  to  net  asset  value.  HH 
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Ask   the   top   level   executives   you   know   about  life 


insurance    and    chances    are    they'll    tell    you  about 


Northwestern  Mutual  Lite.  Why?  For  one  thing,  it's  the 


mi  vi 


— ^  . — 

|j  Does  Your  Boss  Know  Something  You  Don't/ 


company  that  has  always  received  the  highest  possible 


ratings  for  financial  strength  and  security  from  Standard 


&  Poor's,  Moody's,  A.M.  Best  and  Duff  &  Phelps.  If  your 


?  boss  won't  let  you  in  on  the  other  reasons,  his  agent  wil 


Have  you  heard  from  The^^LllC'l  Q 

Northwestern 
Mutual  Life8 


o  m  p  a  n  y 


6  1996  The  N.'rih»ntc(n  Mutual  Lite  Imurancc  Company,  Milnukr.  WiK««»n  http://www.Northwe.sternMutual.com 


ittKEY  MEN 


Welcome  back, 
Sir  Ron 

His  nervous  board  forced  Ron  Brierley  out  of 
the  U.S.  market  after  the  1987  crash. 
Quietly,  New  Zealand's  most  famous  investor 
is  back  and  doing  very  nicely. 

By  Richard  Phalon 


"The  Warren  Buffett  of  Down 
Under"  is  how  headline  writers  dub 
New  Zealander  Sir  Ronald  Brierley. 
"There's  a  difference,"  he  says, 
chuckling.  "Warren  Buffett  buys 
good  companies  at  fair  prices.  We  buy 
poor  companies  at  the  lowest  prices 
we  can." 

His  Guinness  Peat  Group,  a 
London-  and  Sydney-based  $640 
million  (assets)  holding  company,  has 
made  its  first  major  asset  play  in  the 
U.S.  through  a  40%  stake  in  $490 
million  (assets)  Physicians  Insurance 
Co.  (Pico),  an  obscure  Pickerington, 
Ohio-based  writer  of  medical  mal- 
practice insurance. 

But  this  is  not  the  59-year-old  Sir 
Ron's  first  foray  into  the  U.S.  market. 
At  its  peak  here  in  1987,  his  Brierley 
Investments  owned  stakes  in  35  U.S. 
companies,  including  Molokai  Ranch, 
Playboy  Enterprises,  Whitney  Holding 
Corp.  and  Smidi  International. 

A  particular  coup  was  the  Higbee 
Co.,  a  marginal  Cleveland  depart- 
ment store  chain.  Brierley  bought  up 
about  35%  of  the  company  over  a 
seven-year  period  beginning  in  1980. 
He  then  tendered  for  the  rest  and 
sold  the  lot  to  Dillard  Department 
Stores  for  an  $80  million  profit. 

But  despite  a  string  of  wins,  Brier- 
ley's  board  panicked  at  the  1987 
market  crash  and  decided  the  U.S. 
was  too  risky.  "They  never  under- 
stood the  American  market,"  says  Sir 
Ron.  "They  insisted  on  bringing  the 
money  home.  We  left  a  lot  on  the 
table,  selling  too  soon." 

In  1991  Brierley  left  the  company 
that  bore  his  name  and  took  with 
him  a  corporate  shell,  Guinness  Peat 


New  Zealand's  Sir  Ronald  Brierley 
He's  still  got  a  nose  for  value. 


Ronald  Langley 
Sir  Ron's  U.S.  dealmaker. 


Group.  Through  it  he  took  over  the 
royalty  rights  of  two  undeveloped 
mines  in  Australia,  a  major  Australian 
life  insurance  carrier  and  investment 
manager,  New  Zealand's  largest  han- 
dler of  fruits  and  vegetables  and  a 
minority  stake  in  a  cluster  of  real 
estate  holdings,  including  London's 
Groucho  Club  and  the  luxurious  Ital- 
ian resort  hotel  Villa  d'Este. 

In  1993  Sir  Ron's  U.S.  operatives, 
Ronald  Langley  and  John  Hart, 
stumbled  upon  Pico  and  discovered 
excess  reserves,  understated  bond 
holdings  and  an  eminently  salable 
minority  stake  in  a  neighboring  mal- 
practice carrier.  They  figured  the 
whole  thing — then  selling  at  $2.75  a 
share — was  worth  closer  to  $7  a 
share.  Through  a  private  placement 
transaction,  Guinness  Peat  began 
buying  up  Pico  shares  in  1993,  reach- 
ing 40%  in  mid- 1994. 

Within  18  months  control  was 
assured.  Langley  and  Hart  then  sold 
the  no-growth  malpractice  book  to  a 
competitor  for  $6  million.  Other 
sterile  assets  also  went  on  the  block, 
including  a  total  of  $10  million  in  a 
limited  partnership. 

Langley  and  Hart's  plan  was  to  put 
those  liquidated  assets  to  work  far 
more  aggressively  than  Pico  had 
done.  Among  the  best  of  the  new 
assets  in  Pico's  portfolio:  Fairfield 
Communities,  a  Little  Rock,  Ark. 
land  developer;  PC  Quote,  Inc.,  a 
Chicago  purveyor  of  stock  prices;  and 
Resource  America,  Inc.,  a  Philadel- 
phia discount  mortgage  trader  and 
leasing  company. 

In  the  works  is  a  proposed  $130 
million  stock  swap  that  will  give  Pico 
80%  control  of  San  Jose,  Calif  -based 
Citation  Insurance  Group,  purveyor 
of  workers'  compensation  policies. 
Citation  will  give  Pico  at  least  $180 
million  more  a  year  in  premium  float 
to  invest. 

Sir  Ron's  latest  move  has  been  to 
sell  850,000  shares  of  Guinness 
Peat's  2-million-share  control  block 
in  Pico  to  Global  Equity  Corp.,  a 
Canadran  affiliate  of  the  latter,  for 
$15.3  million. 

With  the  proceeds,  the  famous  Sir 
Ron  hopes  to  pull  yet  another  good- 
size  coup.  "The  American  market  is 
so  big  there  are  always  undervalued 
niches  to  explore,"  he  says.  "It's  nice 
to  be  back."  wm 
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ING  Group  is  a  diversified  financial  services  company  which  is  headquartered  in  the  Netherlands. 
ING  is  active  in  55  countries  with  nearly  54,000  employees,  including  close  to  9,000  in  North  America. 
ING  offers  a  full  range  of  financial  products  and  services  to  personal  and  corporate  clients  through  various 
distribution  channels.  ING's  commercial  image  is  determined  by  a  variety  of  prominent  companies  with  a 
strong  customer  focus.  Many  of  them  operate  under  their  own  name  with  a  high  degree  of  autonomy. 
Together  they  contribute  to  the  development  of  ING  as  a  whole.  The  basis  of  ING's  continuity  is  its  financial 
strength,  its  healthy  profit  base,  and  careful  consideration  for  the  interests  of  its  clients,  shareholders  and 
employees.  Responsiveness  to  the  needs  of  the  clients,  entrepreneur  ship,  integrity  and  professionalism  are 
paramount  in  all  the  Group's  activities. 

First  six  months  1996 


very  good  result: 

net  profit  up  by  28%  to  $907  million 


((in  millions  of  dollars, 
except  for  amounts  per  share) 

First  six 
months  1996 

First  six 
months  1995 

% 

Result  before  taxation: 

-  insurance  operations 

-  banking  operations 
Net  profit 

696 
610 
9C7 

596 
438 
709 

16.8 
39.2 
27.9 

Profit  per  ordinary  share 

Interim  dividend  per  ordinary  share 

1.27 
0.50 

1.04 
0.45 

21.8 
10.7 

30  June 
1996 

31  December 
1995 

Total  assets 
Shareholders'  equity 

257,361 
16,909 

232,141 
13,929 

10.9 
21.4 

jj^,  ING  Group  has  achieved  a  very  good  result  for  the  first  six  months  of  1996.  Profit  from  the  banking  operations  was 
substantially  higher  than  for  the  first  six  months  of  1995.  The  insurance  results  showed  a  considerable  growth  compared  with 
the  favourable  first  half  of  1995.  It  is  not  to  be  expected  that  the  percentage  increase  in  Group  profit  for  the  first  half  of  1996 
will  be  equalled  in  the  second  half. 

In  insurance,  life  profit  grew  by  18.1%  to  $351  million,  non-life  profit  by  1.6%  to  $112  million  and  the  result  from 
insurance  operations  -  general  by  23.6%  to  $233  million. 

In  banking,  the  interest  result  rose  by  9.6%  to  $2,032  million  and  commission  income  by  45%  to  $771  million.  The  result 

from  financial  transactions  more  than  doubled  to  $320  million. 
lj^>L  Compared  with  the  end  of  1995,  shareholders'  equity  increased  by  $3  billion,  mainly  due  to  higher  equity  investment  prices 

in  insurance  operations  and  retained  profit  for  the  first  half  of  1996.  Shareholders'  equity  per  share  was  up  17.2%  to  $22.88. 
.j$>i,  Despite  the  increase  of  the  share  capital  due  to  stock  dividends  and  the  exercise  of  warrants,  the  Executive  Board  expects 

that,  based  on  the  present  perceptions  and  the  results  achieved  for  the  first  six  months  of  1996,  profit  per  share  for  1996  will 

be  higher  than  the  1995  level. 


GROUP 


Internet:  http://www.ing.nl 
The  report  for  the  first  six  months  1996  can  be  obtained  at  the  following  address: 
ING  Group,  P.O.  Box  810,  1000  AV  Amsterdam,  The  Netherlands.  Telephone:  (+31)  20  541  54  71,  fax:  (+31)  20  541  54  51. 


STICAL  SPOTLIGHT 


lech  with  a  hedge 


If  you  are  tempted  by  some  beaten-down  technology  stocks  but 
reluctant  to  plunge  right  in,  go  halfway  by  buying  a  convertible. 


By  Eric  S.  Hardy 

Unisys  is  trading  at  6,  down  by  a 
third  from  its  high  earlier  this  year.  Is 
it  a  bargain  at  that  price?  Maybe,  but 
if  you  are  hesitant  to  take  a  ride  on 
such  a  wild  stock,  you  might  consid- 
er a  more  conservative  bet  on  the 
computer  maker:  the  8%%  Unisys 
convertible  bond. 

The  bond  trades  at  112,  meaning 
it  costs  $1,120  per  $1,000  of  face 
value.  It  matures  in  March  2006. 
Hold  until  then  and  redeem  at  par, 
and  you  have  a  6.5%  yield  to  maturi- 
ty. If,  on  the  other  hand,  Unisys  takes 
off,  you  can  convert  the  bond  into 
145.45  shares  of  common  stock.  If 
the  stock  doubles,  then  the  bond 
would  be  worth  $1,745.  Of  course,  if 
you  were  certain  the  stock  would 
double,  you  would  be  better  off 
buying  it  outright.  But  in  this  uncer- 
tain world,  with  the  computer  busi- 
ness in  flux,  the  convert  is  a  very  sen- 
sible way  to  make  a  bet  on  Unisys. 

With  help  from  Mark  Hunt,  a  con- 
vertibles analyst  at  Smith  Barney,  we 
have  identified  eight  technology  con- 
vertibles that  should  be  intriguing  to 
anyone  wanting  to  make  a  hedged 
bet  on  the  rebound  of  this  sector. 


A  convertible  is  a  hybrid  of  a  stock 
and  a  bond,  and  there  are  two  ways 
to  analyze  it.  One  is  to  think  of  it  as 
an  alternative  way  to  own  a  stock.  In 
lieu  of  paying  $873  to  acquire 
145.45  shares  of  Unisys  stock,  that  is, 
you  could  buy  one  bond  for  $1,120. 
The  $873  current  stock  value  is 
shown  in  the  table  as  "pure  stock 
value."  The  difference  between  this 
value  and  the  price  of  the  bond — 
$247  in  this  case — is  called  the  con- 
version premium. 

What  do  you  get  for  this  $247? 
You  get  two  things.  One  is  an  income 
stream.  The  convertible  bond  pays 
$82.50  a  year,  while  the  common 
stock  pays  no  dividend.  The  other 
thing  you  get  is  some  security.  If  the 
stock  fares  poorly,  you  will  probably 
still  get  your  $1,000  at  maturity;  if 
the  company  goes  bankrupt,  you  will 
get  less,  but  you  will  be  in  line  ahead 
of  stockholders. 

A  key  concept  for  investors  who 
like  to  look  at  convertibles  this  way  is 
the  "payback  period"  (see  table,  last 
column).  This  is  how  long  it  takes 
you  to  earn  back  the  conversion  pre- 
mium by  getting  from  the  bond 


income  in  excess  of  what  you  would 
have  gotten  from  stock  dividends. 

The  other  way  to  analyze  a  con- 
vertible is  to  call  it  a  fixed-income 
security  that  happens  to  have  an 
equity  kicker.  If  you  want  to  look  at 
the  security  from  this  angle,  start  with 
the  convertible's  pure  bond  value 
(second  column  from  right).  For  the 
Unisys  '06  bond,  this  value  is  $739. 
You  pay  $381  more  than  this  to  get 
the  convertible.  What  does  this  $381 
get  you?  In  effect,  a  warrant  on 
145.45  shares  of  Unisys  common 
with  a  strike  price  of  6%  and  an  expi- 
ration date  in  ten  years. 

Remember  what  bothered  you 
about  buying  Unisys  common:  It's 
awfully  volatile.  Well,  stock  volatility 
is  good  for  warrant  holders.  Wild 
swings  increase  the  chance  that  your 
warrant  will  land  deep  in  the  money. 
So  sit  back  and  enjoy  the  ride. 

Some  advice  when  buying  and  sell- 
ing corporate  bonds:  Shop  around, 
because  spreads  can  be  wide  and 
prices  can  vary  from  broker  to  broker. 
Also:  Beware  of  call  provisions.  A  call 
causes  the  immediate  loss  of  your 
conversion  premium.  Wk 


Common  stock  alternatives 


Bond 

Terms 

-Bond  

-Stock  price— 

 Bond  

Payback 

price 

yield  to 

recent 

— 52-week — 

pure  stock 

pure  bond 

period 

maturity 

high 

low 

value 

value 

(years) 

Data  General 

73As  of  2001 

$1,029 

7.0% 

123/8 

19'/8 

87/s 

$644 

$870 

 1 

EMC 

4'/4S  of  2001 

1,110 

1.6 

195/s 

233/a 

13 

989 

825 

2.4 

MagneTek 

8s  of  2001 

960 

9.0 

103/4 

13V8 

67/s 

672 

868 

3.6 

National  Semiconductor 

6V2S  of  2002 

885 

9.0 

173/8 

32'/4 

13 

406 

873 

 1 

Quantum 

63/ss  of  2002 

1,050 

5.3 

157/8 

26'/8 

107/s 

875 

819 

2.6 

Seagate  Technology2 

6V2s  of  2002 

1,093 

4.6 

48% 

673/4 

36V8 

886 

882 

2.6 

Solectron 

6s  of  2006 

910 

7.3 

34'/2 

505/s 

29 

510 

827 

5.8 

Unisys 

8'As  of  2006 

1,120 

6.5 

6 

9'/8 

53/s 

873 

739 

2.8 

^ears  to  break  even  exceed  maturity.  2lssued  as  Conner  Peripherals. 
Source:  Smith  Barney. 


Other  things  being  equal,  the  better  buys  in  convertible  bonds  earn  back  their  conversion  premium  (excess  of  bond  price 
over  stock  value)  fairly  quickly.  Caution:  Some  of  these  could  be  called  before  the  payback  period  is  over. 
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A  Mailbox  With  Handpainted  Numbers. 

According  to  our  1996  Housing  Survey,  the 
desire  to  own  a  home  has  ,  grown  more 
intense  among  Americans  over  the  past  five 
years.  And  Fannie  A^ae  will  help  over 

A  Quiet  Backyard  On  Saturday  Afternoon. 

20  million  families  get  into  a  home  of  their 
own  this  decade  alone.  We're  working  to 
reduce  the  obstacles  to  homeownership.  By 
streamlining  the  loan  process,  we're  lowering 

And  A  Sidewalk  That  Connects  Close  Friends. 

the  cost  of  buying  a  home.  And  with  our 
history  of  helping  to  keep  mortgage  rates'  at 
the  lowest  level  possible,  families  will  save 
money  well  into  the  future. lo  find  out  more 

This  Is  A  Home.  This  Is  Our  Business. 

about  Fannie  Mae's  proven  track  record 
of  consistent  earnings  and  outstanding 
performance,  call  1-800-548-9444.  Or  you  can 
visit  our  home  page  at  www.fanniemae.com. 


FannieMae 


Hambrecht  &  Quist 
welcomes  our  newest  partners. 


The  investing  public. 


fter  helping  hundreds  of  growing  companies  go  public,  we've  taken  our  own  advice. 
With  our  listing  on  the  New  York  Stock  Exchange,  we've  invited  the  public  markets  to 
share  in  our  growth. 

As  an  investment  bank  focused  on  a  select  tew  industries,  we're  proud  to  be  "partners 
in  growth"  with  some  of  the  world's  most  innovative  companies  and  the  institutional 
investors  who  back  them.  As  a  public  company,  we'll  be  better  positioned  to  keep  pace  with 
their  needs,  with  more  resources,  capabilities  and  capital.  After  all  HIVlCl 


always  known  that  our  growth  was  linked  to  that  of  those  we  serve. 


Listed 


Just  as  our  clients  have  done,  however,  we'll  remain  true  to  the  entre- 
preneurial spirit  that  brought  us  to  this  level.  It's  been  the  foundation  of  our  growth  for 
nearly  30  years.  We're  selling  our  stock,  not  our  soul. 


Hambrecht  &  Quist  Group 

Financing  the  new  economy 


http://www.hamquist.coni 


INK  rUKBta/BAKKA  WALL  5IKUI  KtWItW 


The  overall  market 


Scott  Schoelzel,  manager  of  the  $400 
million  (assets)  Janus  Olympus 
fund — a  new  fund,  not  rated  by 
Forbes — looks  for  stocks  whose  earn- 
ings growth  rate  exceeds  their  p/e 
ratio.  "High  p/es  scare  me,"  says 
Schoelzel,  "but  some  companies  can 
grow  into  their  multiples."  One 
example,  he  hopes,  is  St.  John  Knits, 
an  Irvine,  Calif. -based  women's 
apparel  maker.  It  sells  for  21  times 
next  year's  estimated  earnings.  But 
Schoelzel  thinks  the  company's  earn- 
ings will  grow  at  least  35%  a  year  for 
the  next  few  years.  Same  with  Applix, 
a  maker  of  decision  support  software. 
Priced  at  a  recent  28%,  Applix  sells  for 
26  times  Schoelzel's  1997  estimate  of 
$1.10  a  share,  but  Schoelzel  thinks 
the  firm's  profits  will  grow  at  a  50% 
clip  for  the  next  three  years.  Other 
favorites:  Nike  and  Electronics  for 
Imaging,  another  software  company. 


Special  focus 


Securities  Data  reports  that  companies 
bought  back  $99  billion  of  their  own 
stock  last  year,  a  34%  increase  over 
1994's  level.  The  firms  below  repur- 
chased at  least  3%  of  their  shares  last 
year,  with  Dow  Chemical  buying  in  29 
million  shares  and  reducing  its  outstand- 
ing stock  by  over  11%.  Earnings  per 
share  stand  to  benefit  proportionately. 


Same  pie,  fewer  slices 


Company 

Recent 
price 

Shares 
repurchased 
(mil)  %* 

Caterpillar 

74 '/s 

6.5 

3% 

Champion  Intl 

46  lA 

3.5 

4 

Chrysler 

283/s 

23.0 

3 

Citicorp 

88]/2 

23.1 

6 

Dow  Chemical 

803/t 

29.2 

11 

Merrill  Lynch 

64  Va 

20.0 

11 

Tribune 

74  Vs 

5.2 

8  1 

Union  Carbide 

453/8 

14.1 

10 

4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  9/13/96 

Market  value:  $7,611.9  billion 
P/E:  18.9 

P/E  minus  negative  EPS:  1  7.3 
Price/book:  2.8 
Yield:  1.9% 


12-month  closeup 

■i  Barra  index 
3900  _i200-day  moving  average 


3700 


Performance 

Last  4  weeks 
Since  12/31/95 


Price     Total  return 

2.6  %  2.8  % 

10.1  11.4 


3500 


3300 


3100 


2900 
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Closeup  on  the  markets 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index1 
S&P/Barra  Value  index2 
Dow  Jones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech  100 3 
EAFE4 

CRB  futures  index56 
Gold  (Comex  spot) 
Yen 6  (per  $US) 
Oil 6  (W  Texas  Intermediate) 


3.7% 

5.1 

3.6 

4.0 

4.4 

3.6 

4.1 

4.2 

0.6 
-1.4  | 
-1.2 

1.4 
10.1 


2-week  change 


%  change  from 
1  year  ago      5-year  high 


14.1  % 

19.4 

14.0 

21.7 

16.7 

16.2 

13.1 

4.0 

6.4 

1.4 
-0.9 

6.2 
29.6 


-1.3% 

0.0 
-1.3 

0.0 

0.0 

0.0 
-4.8 
-7.5 
-4.2 
-6.1 
-7.9 
-10.9 
-1.7 


The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Remedy 

747/8 

65% 

$0.94 

DAKA  International 

93/8 

-46% 

$0.84* 

Coastal  Physician  Group 

67/8 

38 

-1.41 

Zilog 

15'/2 

-40 

1.37 

Duracell  International 

621/2 

38 

2.39* 

Matrix  Pharmaceutical 

7  3/4 

-39 

-1.45 

Mego  Financial 

75/8 

36 

NA 

Itron 

21'/2 

-38 

0.69 

Network  General 

23 

35 

0.95 

DM  Group 

183/8 

-37 

2.03 

The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Since 
12/31/95 

Worst 

2-week 
change 

Since 
12/31/95 

Broadcasting,  publishing 

8.2% 

-8.7% 

Motor  vehicles 

-2.9% 

4.1% 

Iron  &  steel 

8.2 

-6.1 

Cosmetics 

-2.1 

20.6 

Household  products 

8.0 

20.1 

Trucking 

-1.5 

-37.9 

Liquor 

7.6 

9.5 

Air  transport 

-1.4 

-5.4 

Forest  products 

7.3 

19.9 

Aluminum 

-0.6 

6.2 

Sources.-  Market  Guide  via  OneSource  Information 
Services.  'Percent  of  average  shares  outstanding. 

Note:  Data  for  period  ending  9/13/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  'Index  of  21 
commodity  futures.  'Source:  Kmght-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  *  1 997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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9  ^A/^v 

c 

Yield 

0 

Inflation3 

i  i 

'87        '88         '89  '90 

'91 

'92  '93 

'94  '95 

'96 

Spread  over  Treasurys 

Total  returns 

i 

Security  '                     Basis  points1 

Security1 

1  year 

3  years8 

AA  corporates  30 

AAA  corporates 

4.2% 

4.7% 

AAA  industrials  17 

Ginnie  Maes 

5.3 

5.9 

Ginnie  Maes  76 

Junk  corporates" 

10.2 

8.9 

Junk  corporates  375 
Municipals67  -106 

Municipals7 
Treasury  bonds 

5.2 
3.7 

4.7  1 

4.0 

BY  ERIC  S.  HARDY 


Long  Treasury  bonds,  with  a  nom- 
inal yield  of  7%,  offer  a  real  yield 
(gross  yield  less  current  inflation 
rate)  of  4%.  That's  high  by  histori- 
cal standards,  and  it's  a  lot  better 
than  the  yield  on  stocks  (just  a  little 
over  2%).  But  then  you  still  have 
that  big  imponderable  when  you 
buy  a  long-term  bond:  What  if 
inflation  rises? 

Don't  take  chances,  advises  Bank 
of  Boston  director/fixed  income  spe- 
cialist Jack  Ablin:  Keep  your  maturi- 
ties at  10  years  or  less.  A  10-year 
Treasury  captures  97%  of  the  yield  of 
the  30-year  bond  with  half  the  rate 
risk.  Ablin  does  not  expect  any  more 
tightening  by  the  Federal  Reserve  for 
the  remainder  of  the  year,  but  he 
would  not  be  surprised  if  inflation 
fears  continue  to  drive  up  rates  on 
longer-term  paper. 

Though  it  does  not  make  sense  for 
most  individual  investors  to  own 
high-grade  corporate  bonds  (once 
state  taxes  are  considered,  their  yields 
aren't  much  higher  than  Treasurys), 
there  are  values  in  the  junk  bond 
market,  where  double-digit  yields  are 
common.  Investors  betting  on  the 
promise  of  the  Internet  via  cable 
should  consider  Cablevision  Systems' 
9%sof2006. 

Another  twist  on  investing  in  high- 
yield  bonds:  convertible  bonds  of 
technology  companies  (seep.  158). 
These  bonds  are  less  volatile  than  the 
underlying  common  stock. 

Municipal  bonds,  too,  look  fairly 
attractive,  but  they  are  in  short  supply 
in  some  areas.  Gregory  Carr,  a 
market  analyst  at  A.G.  Edwards, 
notes  that  there  are  some  overlooked 
sectors  of  the  municipal  market  where 
investors  can  add  a  bit  to  their  yield 
while  taking  on  a  little  more  credit 
risk.  Tax-free  municipal  bonds  issued 
by  Puerto  Rico,  for  instance,  are 
readily  available  and  exempt  from 
state  and  local  income  taxes  in  all  50 
states.  Example:  the  Puerto  Rico 
Electric  Power  Authority  Revenue 
bond  of  2020  with  a  Baal  rating 
(Moody's)  and  a  vield  to  maturity 
of  5.85%. 


Note:  Most  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  Data  through  8/30/96.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  'Yield  on  10-year 
Treasurys.  The  trailing  12-month  increase  in  the  overall  Consumer  Price  Index.  "Composite  maturities.  5Source:  CS  First  Boston.  6Spread  between  long  maturity  municipal  bonds 
and  30-year  U.S.  Treasury  bond.  'Source:  Lehman  Brothers,  CS  First  Boston.  "Annualized. 
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Forbes    Trinchera  Ranch 


1 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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Denmark  calling 

Thk  list  of  countries  pri- 
vatizing their  phone  sys- 
tems keeps  growing.  In  Europe 
alone,  $30  billion  in  stock  will  be 
issued  in  the  next  two  years,  esti- 
mates Robert  Fleming  Securities. 

But  investors  are  cold  on  Den- 
mark's Tele  Danmark.  At  a  recent 
24,  its  NYSE-listed  adrs  (tld)  are  the 
cheapest  of  the  European  telecoms. 
Buy,  says  Glenn  Carlson,  head  of 
research  at  Brandes  Investment 
Partners.  Brandes,  which  manages 
$5  billion  in  international  stocks, 
owns  3%  of  Tele  Danmark. 

The  market  puts  a  composite 
price  on  Tele  Danmark  of  5.8  times 
Carlson's  estimate  of  1996  cash 
flow,  minus  capital  expenditures. 
(The  composite  price  is  equity  value 
plus  debt,  minus  cash;  cash  flow  is 
earnings  before  depreciation,  inter- 
est and  taxes).  The  average  Euro- 
pean telecom  trades  at  7.5  times. 
With  just  5.2  million  citizens, 

Marvel -ous  short 

b    Ronald  Perelman 
has  done  three 
public  offerings  in  the  last 
year:  Revlon,  Toy  Biz  and 
Consolidated  Cigar. 
Amidst  this  hat  trick 
stands  one  flop:  His 
80%  stake  in  Marvel 
Entertainment,  the 
comic  book  and  trad- 
ing card  firm.  At  a 
recent  8!4,  mrv  is 
down  37%  this  year. 

Marvel's  card  busi 
ness  never  recovered 
from  the  1994  base- 
ball strike,  which 
turned  off  collec- 
tors. Its  comics 
suffered  from  a 
falloff  in  inter- 
est among  col- 
lectors. In  the 
second  quarter 
Marvel  lost  1 1 
cents  a  share. 

As  Marvel's 
stock  inches 
lower,  its  bond- 

164 


Denmark  lacks  the  growth  potential 
of  Germany,  whose  Deutsche 
Telekom  should  issue  stock  in  late 
1996.  Still,  Tele  Danmark  is  attrac- 
tive. Its  home  market  was  deregulat- 
ed in  July,  but  Tele  Danmark  will 
likely  keep  much  of  its  95%  market 
share.  Its  rates  are  among  the  conti- 
nent's lowest. 

Tele  Danmark  has  more  than 
$600  million  in  cash.  The  market 
seems  worried  that  the  firm  will 
invest  in  other  telecom  companies. 
It  paid  a  full  price  for  the  16.5% 
stake  it  recently  took  in  Belgium's 
Belgacom. 

Investors  wish  Tele  Danmark 
would  buy  back  its  stock,  but  that's 
just  not  done  in  Denmark.  Specula- 
tion is  that  shareholder  activism  will 
force  this  practice  to  change.  Mean- 
time, Carlson  likes  the  adrs'  5.8% 
yield.  He  thinks  that  investors  will 
realize  the  stock  is  too  cheap;  it 
should  eventually  trade  at  up  to  38, 
a  60%  pop. 


holders  get  more  anxious.  The  com- 
pany's $770  million  in  zero  coupon 
junk  bonds,  maturing  April  1998, 
are  secured  by  Perelman's  shares. 
Below  10%  a  share,  the  collateral 
no  longer  covers  the  bonds  100%. 

The  bonds  mature  at  a  tricky 
time  for  Perelman.  Another  $1.4 
billion  in  zeroes  issued  by 
Revlon  and  Coleman  Co. — the 
camping-equipment  concern 
he  controls — mature  at 
around  the  same  time.  Perel- 
man could  use  his  own  cash 
to  make  Marvel  bondhold- 
ers whole,  but  that's  not 
P))     his  style.  So  there's  a 
chance  bondholders 
could  end  up  owning 
Marvel. 

Bulls  say  Marvel's 
future  is  brightening.  Sev- 
eral theme  restaurants  open 
in  1997;  Marvel  will  intro- 
duce interactive  computer 
games.  Or  Perelman  could 
sell  Marvel. 
Don't  bet  on  it.  The 
n  stock  is  not  a  safe  short;  too 
o  hard  to  borrow.  But  for 


well-heeled  speculators  the  Marvel 
zeroes,  trading  at  76  cents  on  the 
dollar,  are  tempting.  If  the  stock 
drops,  so  will  they.  And  well  it  may, 
unless  results  turn  up  soon. 

The  bonds  are  borrowable,  but 
don't  try  this  unless  you  have  big 
bucks.  Unless  you  short  at  least  300 
bonds — around  $225,000  worth — 
brokerage  fees  will  eat  you  alive. 

Shipwreck? 

Rough  seas  are  ahead  for 
^     the  container  shipping 
industry.  In  the  next  two  years  the 
supply  of  ships  could  rise  14%  annu- 
ally, while  demand  will  grow  6%. 

Among  the  most  vulnerable  play- 
ers: APL  Ltd.,  whose  26  million 
shares  trade  on  the  NYSE  (apl). 
Short  it,  say  Jay  Goodgal  and  Peter 
Stokes.  The  pair  run  Castalia  Off- 
shore Partners,  a  $17  million  fund 


^1 


specializing  in  shipping  stocks. 

At  a  recent  23%,  APL's  shares  are 
down  25%  from  a  year  ago,  but 
Goodgal  and  Stokes  think  the  worst 
is  yet  to  come  when  all  that  new 
capacity  comes  on.  Operating  earn- 
ings (earnings  before  depreciation 
and  amortization  but  after  net  inter- 
est) could  decline  to  $100  million  in 
1997,  down  35%  from  1995. 

Another  problem:  apl  and  other 
U.S.  shipping  companies  could 
lose  all  or  part  of  an  annual  subsidy 
they  receive  from  the  U.S.  govern- 
ment when  the  legislation  expires 
at  the  end  of  1997.  In  1995  apl's 
subsidy  was  $62  million.  Goodgal 
and  Stokes  think  APL's  shares  could 
sink  to  the  midteens,  a  close  to 
40%  drop. 
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Tool  time 

A  STRONG  ECONOMY  bene- 
fits  Cincinnati  Milacron 
(cmz),  the  $1.7  billion  (estimated 
sales)  maker  of  cutting  tools  and 
machine  tools  and  plastics  machin- 
ery. At  a  recent  21%,  the  NYSE-listed 
stock  is  down  17%,  trading  at  just 
ten  times  estimated  1997  profits. 
Buy  it,  says  Schroder  Wertheim  ana- 
lyst Eli  Lustgarten. 

The  stock  was  hurt  partly  by  soft 
demand  in  plastics  from  the  auto- 
mobile industry.  Profits  fell  15%  in 
the  June  quarter,  to  40  cents 
a  share. 

But  demand  will  turn  up  in  the 
second  half,  says  Lustgarten.  The 
recovery  will  be  boosted  by 
Milacron's  $500  million  in  acquisi- 
tions in  the  last  three  years.  The 
deals  have  helped  increase  revenues 
in  the  less  cyclical  consumables  and 
replacement  parts  industries,  which 
are  over  50%  of  sales. 

Look  for  Milacron  to  buy  more 
firms  in  plastics,  where  it  has  around 
5%  of  the  market  worldwide.  Such 
deals  should  boost  profits  to  $2.15  a 
share  in  1997,  up  31%  from  1995. 
Target  for  the  stock:  high  20s  in  the 
next  18  months. 

Kid  stuff 

jml.  KinderCare,  the  Drexel 
Burnham-financed  child 
care  provider,  went  bankrupt  four 
years  ago,  a  victim  of  too  much 
debt.  The  $541  million  (revenues) 
company  still  can't  get  its  act 
together.  At  15/2,  its  Nasdaq  shares 
(kclc)  are  down  9%  since  it 
emerged  from  bankruptcy  in  March 
1993.  More  bad  news,  ignored  by 
analysts,  lies  ahead.  Short  the  stock. 

The  company's  May  31  year-end 
numbers  show  a  53%  jump  in 
receivables,  to  $16.5  million,  about 
3%  of  revenues.  These  are  mostly 
fees  charged  to  state  agencies  for 
welfare  recipients'  child  care.  But  a 
lot  is  overbilling  by  KinderCare  and 
will  have  to  be  written  off. 

Last  year  KinderCare  wrote  off  an 
estimated  $3  million  of  its  $10.7 
million  in  receivables.  A  $5  million 
writeoff  is  likely  in  1997.  That  could 
reduce  estimated  fiscal  1997  earn- 
ings of  $1.32  by  15  cents  a  share,  or 
11%.  -James  Samuelson  n 


STEAL 
CC7V 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict^ 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  us 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  tc 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  ★Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TVCameras*Waterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  ^Monitors  ^Camera  Switchers 

★Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 

™  AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


800-396-CCTV 


mm 

LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 
We  help  you  know  all  your  options.  Our  up-to-date 

kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-8466 


Invest  With  Confidence® 

T.RoweRice 


•Ik 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Special  Advertising  Section 


How  to  Use  Advertising 
to  Lose  Customers 


The  Partnership  for  a  Drug-Free  America 
is  an  organization  based  on  an  idea 
as  powerful  as  the  messages  it 
produces:  To  use  the  soundest  princi- 
ples of  marketing,  not  to  sell  a  product, 
but  to  unsell  one. 

The  Partnership's  mission  is  to 
create  advertising  that  robs  illegal  drugs 
of  their  allure,  and  to  inform  our  kids  of 
the  danger  of  drugs  before  they  make  the 
decision  to  experiment  with  them. 


Launched  in  1986  by  the 
American  Association  of 
Advertising  Agencies,  the 
Partnership  for  a  Drug-Free 
America  is  a  non-profit  organiza- 
tion that  brings  the  proven,  per- 
suasive abilities  of  the  advertising 

industry  together  with  the  vast  reach  of  American  media.  Its  overrid- 
ing purpose  is  to  communicate  that  drug  use  is  dangerous  and  dumb 
—  or,  in  the  language  of  social  scientists,  to  increase  the  perception  of 

risk  and  social  disapproval. 
Based  on  the  belief  that  chang- 
ing attitudes  is  the  key  to 
changing  behavior,  the 
Partnership  works  to  reduce  the 
demand  for  illegal  drugs  by 
influencing  public  attitudes 
about  them. 

Over  the  past  decade,  the 
Partnership's  initiative  has 
grown  into  the  largest  public- 
service  advertising  campaign  in 
history.  Hundreds  of  advertising  agencies 
have  donated  their  time,  talent  and  money  to 
create  more  than  400  ads,  while  the  media 
community  has  contributed  more  than  $2 
billion  worth  of  print  space  and  air  time.  The 
Partnership's  funding  comes  from  private  and 
corporate  donations;  the  largest  of  these  is 
from  the  Robert  Wood  Johnson  Foundation. 
The  Partnership  is  chaired  by  James  E.  Burke, 
the  retired  CEO  of  Johnson  &C  Johnson. 

PUTTING  PROVEN  TECHNIQUES 
TO  A  NEW  PURPOSE 

The  key  to  the  Partnership's  success  lies  in 
its  unique  application  of  proven  marketing 
techniques  to  a  major  social  issue.  The  profes- 
sionals who  create  the  campaigns  confront 
the  issue  of  illegal  drug  use  in  exactly  the 


same  way  any  good  marketer 
tackles  the  job  of  selling  a  prod 
uct  or  service. 

The  creation  of  the 
Partnership's  compelling  ads 
involves  a  rigorous  process. 
First,  the  specific  target  audi- 
ence is  identified,  such  as  six-  to  eight-year-olds,  inner-city  youth  or 
the  owners  of  small  and  medium-sized  businesses.  Then,  extensive 
research  is  conducted  among  the  audience  to  understand  its  attitude 
and  values.  Drug  experts  are 
consulted  to  make  sure  all 
advertising  claims  are  accu- 
rate. Advertising  agencies  are 
then  briefed  on  strategies 
developed  for  specific  audi- 
ences. The  Partnership's 
ongoing  campaign  is 
researched  to  track  its  effec- 
tiveness in  fulfilling  the 
objective  of  influencing 
young  Americans'  attitudes 

about  drugs.  And  indeed,  in  the  past  decade 
anti-drug  attitudes  have  increased  dramatically 
But  have  these  attitude  changes  affected 
behavior? 

SUCCESS:  A  WELL-KEPT  SECRET 

The  answer  -  and  it's  one  of  the  best  kept 
secrets  in  the  country  -  is  a  resounding  yes. 
In  the  past  ten  years,  the  number  of  Americans 
who  regularly  used  any  illegal  drug  dropped 
by  almost  50%.  In  the  same  period,  the  num- 
ber of  regular  marijuana  users  decreased  by 
half,  and  the  number  of  regular  cocaine 
users  dropped  by  75%.  That's  a  remarkable 
success  story. 

Advertising's  role  in  that  success  is  con- 
firmed by  independent  research  such  as  a 
study  done  by  Johns  Hopkins  University.  The 


AT&T 


Her  dreams  don't  have  to  be  limited  by  her  reality. 


The  reality  is  that  she  witnesses  a  lot  of  drug  abuse.  She  finds  it  in 
her  neighborhood,  at  her  school,  and  in  the  park.  But  thanks  to 
the  Partnership  for  a  Dmg-Free  America,  this  reality  doesn't  have 
to  define  her  future.  Through  drug  education  and  awareness 
programs,  sponsored  in  part  by  AT&T  children  are  learning  how 
drugs  can  weaken  ambition  and  take  away  dreams.  They  are 
about  to  discover  the  power  of  their  own  determination  and  how 
to  use  it  in  the  fight  against  drugs.  AT&T  and  the  Partnership  for  a 
Drug-Free  America  are  helping  them  realize  their  potential. 
The  reality  is  that  every  child  has  the  right  to  dream. 


AWT  and  the  Partnership  for  a  Drug-Free  America  are  giving  children  back  their  childhood. 
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study  determined  that  middle-  and  high- 
school  students  exposed  to  anti-drug  adver- 
tising had  been  profoundly  affected  by  it: 
60%  reported  that  their  beliefs  about  the 
dangers  of  drugs  were  strengthened. 

WORK  THAT'S  FAR  FROM 
FINISHED 

Despite  good  news  like  that,  the  toll 
taken  by  drugs  continues  to  be  measured 
in  a  litany  of  violence,  broken  families, 
AIDS,  school  drop-outs  and  homelessness. 
While  drug  use  among  America's  youth 
has  lessened  dramatically  since  1986,  several 
recent  studies  confirm  that  usage  rates  have 
increased  over  the  past  four  years. 

In  the  race  of  this  development,  the 
Partnership  needs  the  support  of  the 
American  business  community  more  than 
ever.  We  urge  you  to  join  us  in  our  efforts. 
To  find  out  what  you  and  your  company  can 
do  to  help,  call  or  write  the  Partnership  for  a 
Drug-Free  America. 


Hoffmann-La  Roche 
Joins  The  Battle 

Hoffmann-La  Roche  joined  the 
fight  against  drug  abuse  early 
on,  becoming  a  recognized 
leader  in  the  development  of 
reagents  for  reliable  drug  test- 
ing. In  1988,  Roche  launched 
the  nationwide  program, 
"Corporate  Initiatives  for  a 
Drug-Free  Workplace,"  motivat- 
ing corporate  leaders  to  imple- 
ment practical  drug  abuse  poli- 
cies and  programs  in  their  orga- 
nizations. Today,  Roche  is  repre- 
sented on  the  Board  of 
Directors  of  The  Institute  for  a 
Drug-Free  Workplace.  In  addi- 
tion, the  company  continues  to 
support  and  collaborate  with 
community-bas<  substance 
abuse  awareness  and  prevention 
programs  for  youth  fid  families 
in  its  target  commun 


And  above  all,  talk  to  the 
children  and  teens  in  your  life, 
and  -  equally  important  -  lis- 
ten to  them.  Because  the 
Partnership's  messages  can  only 
get  through  if  each  and  every 
one  of  us  shows  America's  kids 
we  love  them  enough  to  help 
them  stay  off  drugs. 


For  more  information,  call  or  write: 
Partnership  for  a  Drug-Free  America® 

405  Lexington  Avenue,  NY,  NY  10174 
212-922-1560 

For  more  information  on  how  to  talk  to  your  kids  about 
drugs,  ask  for  a  free  copy  of  "A  Parent's  Guide  to 
Prevention. "  Call  800-624-0100. 


Hoffmann-La  Roche 

A  Member  of  the  Roche  Group 


1< 


~o  Our  Friends  at  the 
Partnership  for  a  Drug-Free  America: 

Hoffmann-La  Roche  salutes  you  for  your 
effective  efforts  to  fight  against  drug  abuse 
through  creative  advertisements  that  truly  have 
had  an  impact. 

When  we  first  partnered  with  you  in  the  1980s 
on  a  drug  education  initiative  of  our  own,  we 
recognized  then  the  tremendous  potential  of 
your  newly  formed  organization.  And  just  look 
at  the  progress  you've  made  in  shaping  attitudes 
among  our  country's  young  people. 

I'd  like  to  take  this  opportunity  on  behalf  of  all 
of  my  colleagues  at  Roche  to  congratulate  you 
on  the  significant  influence  you  have  had  on 
this  cause  and  to  renew  our  own  commitment  to 
you  and  your  efforts. 

Sinc>arely, 


Patrick  J.^entrer 


President  and  Chief  Executive  Officer 


PORTFOLIO  STRATEGY 


The  election 
and  stocks 


BY  KENNETH  L.  FISHER 


Here  is  my  advice  on  how  to  play  the 
November  election.  The  best  outcome  for 
1997  markets  would  be  an  increase  in  the 
GOP's  hold  on  Congress  even  with  the  reelec- 
tion of  Clinton.  It  is  also  the  highest  single 
likelihood.  It  offers  slow  change,  no  chaos,  no 
antibusiness  legislation  and  no  big  surprises — 
a  great  market  backdrop.  Yes,  such  an  out- 
come means  legislative  gridlock  in  Washing- 
ton, but  markets  much  prefer  gridlock  to 
massive  change.  In  big  change  is  big  risk. 

The  worst  outcome?  A  Clinton  win  with 
the  Democrats  gaining  both  houses  of  Con- 
gress. This  could  cause  the  stock  market  to 
take  a  10%  to  15%  hit  and  maybe  much  more 
later.  It  would  probably  result  in  big  changes 
and  unchecked  antibusiness  legislation.  This 
outcome  looks  highly  unlikely,  but  not  impos- 
sible. More  possible  and  not  too  bad  is  a  Clin- 
ton win  with  the  Democrats  winning  one 
house  in  Congress.  Still  gridlock. 

To  be  objective,  a  Dole  victory  with  a 
stronger  Republican  majority  in  Congress 
would  be  poor  for  stocks.  Just  before  and 
after  the  election,  stocks  would  be  very 
strong,  almost  euphoric.  But  they  would  then 
be  hurt  heading  into  1997  because  a  Republi- 
can sweep  would  also  lead  to  change — a  dif- 
ferent sort  of  change,  but  any  big  political 
change  will  be  unsettling  for  stocks. 

Markets  much  prefer 
political  gridlock  to  massive 
change.  In  big  change 
is  big  risk. 

I'm  Republican  to  the  core.  I  want  Dole 
and  big  Republican  gains  in  the  House  and 
Senate,  which  would  be  great  for  America  in 
the  long  run.  But  facts  are  facts.  The  outcome 
I  most  desire  personally  would  cause  a  lot  of 
turbulence  in  financial  markets  as  they  adjust- 
ed to  a  new  set  of  circumstances. 

Those  are  the  scenarios.  Which  is  most 
likely?  Who  holds  Congress  is  more  key  to 
1997's  markets  than  the  presidency.  Here  I 
feel  reasonably  optimistic:  I  believe  the 
Republicans  will  continue  to  hold  Congress, 
and  that  means  we  don't  have  to  worry  about 
business-bashing  legislation.  That  should  help 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made 
the  Market. 


buoy  a  nice  stock  rally.  All  the  more  so  if,  as  I 
sense  it  will,  the  cor  gains  seats. 

The  prospects  for  added  GOP  congressional 
strength  come  from  ( 1 )  the  fact  that  since 
1950  the  reelection  rate  of  House  incumbents 
has  averaged  above  92%  and  never  has  been 
below  87%,  and  (2)  the  open  races  happen  to 
be  in  places  that  heavily  favor  the  GOP.  The 
open  seats  are  where  most  of  the  action  is. 
Add  up  both  parties'  shaky  incumbents  and 
the  open  seats,  and  I  see  Republican  gains  in 
both  House  and  Senate. 

After  that  rally,  what?  I  have  been  saying  for 
some  time  now  that  the  action  soon  shifts 
from  U.S.  stocks  to  overseas  stocks  as  the 
recovery  abroad  gathers  steam.  It  follows, 
therefore,  that  a  preelection  rally  on  Wall 
Street  would  be  an  excellent  opportunity  to 
raise  cash  for  investment  overseas. 

Here  are  foreign  stocks  I  like: 

Daimler-Benz  (55,  dai)  is  Mercedes  and 
much  more.  As  Germany's  largest  industrial 
firm,  it  will  gain  greatly  from  the  economic 
pickup  in  Germany.  Only  about  35%  of  sales 
are  exports.  It  sells  for  40%  of  sales,  about  2.2 
times  book  value  and  40  times  depressed  prof- 
its that  could  nicely  more  than  double  by 
1999.  Drive  the  car.  Own  the  stock. 

Ditto  for  Volvo  (22,  VOLVY).  All.  those 
Volvos  you  see  here  make  up  only  about  25% 
of  sales.  The  rest  are  in  the  heart  of  Europe, 
where,  again,  I  expect  a  cyclical  bounce  in 
1997.  At  a  p/e  of  7;  40%  of  revenue;  1.7 
times  book  value,  and  with  a  2.3%  dividend 
yield,  the  stock  could  easily  be  at  40  by  1999. 

National  Australia  Bank  (50,  nab)  and 
Spain's  Banco  Bilbao  Vizcaya  (43,  bbv)  are  big 
and  cheap  ways  to  benefit  from  improving 
banking  conditions  in  those  two  countries. 
nab  sports  a  hefty  6.9%  dividend  yield. 

Also,  in  Australia  (and  New  Zealand)  is 
Coles  Myer  (29,  CM),  the  largest  retailer  in 
both  lands.  The  stock  has  gone  nowhere  for 
years,  but  should  in  the  next  few  years,  start- 
ing from  a  current  base  of  35%  of  annual  rev- 
enues, 2  times  book  value  and  9  times  cash 
flow.  It  has  a  5.3%  dividend  yield. 

Finally,  huge  Hitachi  (91,  hit)  is  a  play  on 
both  Japan  and  semiconductors.  Diverse  and 
dominant  in  many  fields,  it  is  Japan's  largest 
machinery  manufacturer,  and  more  or  less  its 
General  Electric.  Its  p/e  of  30  is  deceptive.  It 
is  actually  quite  cheap  at  90%  of  book  value 
and  35%  of  sales.  I  expect  150.  ■ 
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The  stock  shortage  fallacy 


BY  IASZL0  BIRINYI  JR. 


Bl  y  backs — corporations'  repurchases  of 
their  own  shares — continue  to  be  a  feature  of 
the  financial  markets.  Just  this  year  Reebok, 
Eastman  Kodak,  RankAmerica  and  Walt 
Disney  have  bought  back  or  announced  that 
they  will  repurchase  billions  of  dollars  of 
their  own  shares. 

Over  the  past  ten  years  or  so  buybacks  have 
been  a  staple  of  the  bullish  argument.  The 
stock  market  will  continue  to  rise,  we  are  told, 
Laszlo  Birinyi  Jr.  is         because  buybacks  are  reducing  the  supply  of 
president  of  Birinyi         stocks  relative  to  demand.  Repurchase  of 
Associates,  a  shares  shrinks  the  equity  base,  making  less 

Greenwich,  Conn.  stock  available  for  investors  to  buy.  Thus  the 

based  financial  con-        low-dividend  yield  is  offset  by  the  money 
suiting  firm.  spent  for  buybacks.  Some  analysts  contend 

that  companies  that  do  buybacks  generally  do 
better  than  the  market. 

These  arguments  have  been  repeated  so 
often  that  many  people  simply  assume  they 
are  true  without  bothering  to  check. 

Because  of  my  focus  on  supply  and 
demand,  as  well  as  flow  of  funds,  I  have  kept 
my  own  database  on  the  subject  since  1984.  I 
realized  earlier  this  summer  that  to  better  ana- 
lyze the  issues,  I  actually  should  have  been 
keeping  two  sets  of  books,  one  for  announce- 
ments and  another  for  actual  repurchases. 
Accordingly,  some  of  our  summer  interns 
spent  many  hours  in  local  libraries  going 
through  microfiches  and  old  articles,  filling  in 
gaps,  tracking  programs  and  the  like.  It  was 
basic  roll-up-your-sleeves  grunt  work,  real 
down-and-dirty  research. 

I  also  looked  at  other  buyback  studies  and 
found  that  their  methodology  was  flawed. 
They  tended  to  accept  announcements  of 
buybacks  as  actual  buybacks.  That's  a  little  like 
predicting  a  fall  in  liquor  and  cigarette  sales 
on  the  basis  of  New  Year's  resolutions. 

A  lot  of  the  so-called  studies  were  based  on 
comparisons  of  shares  outstanding  at  the  end 
of  one  year  with  shares  outstanding  at  the  end 
of  the  next  year.  The  idea  is  too  simple.  In 
one  notable  example,  Merck,  one  of  the  very 
largest  of  American  corporations,  announced 
the  completion  of  a  billion-dollar  buyback. 
But  during  the  same  period  the  shares  out- 
standing actually  increased.  Upon  investiga- 
tion, we  found  that  Merck  had  bought  anoth- 
er company  and  paid  for  it  with  its  own  stock. 
So  on  one  hand  it  was  buying,  but  on  the 
other  it  was  issuing. 

lpleted  a  $5  billion  program  from 


November  1989  to  June  1993,  but  the  shares' 
decrease  approximated  only  $3  billion. 

I  counted  $377.4  billion  in  actual  buy- 
backs. But  this  has  not  reduced  the  supply  of 
stocks,  not  by  a  long  shot.  Because  of  options, 
mergers  and  other  factors,  there  has  been  an 
offsetting  supply  of  new  shares. 

We  compared  s&P  companies  at  the  end  of 
year  one  (1984)  to  their  shares  at  the  end  of 
year  two  (1985)  for  those  companies  that 
remained  in  the  index  for  the  entire  year.  That 
exercise  was  repeated  for  1985-86  and  so 
forth.  In  only  one  of  the  ten  years  was  there  a 
real  decrease  in  the  numbers. 

In  short,  what  with  goals  not  met,  buybacks 
offset  with  new  shares  issued  for  options  and 
for  mergers,  there  has  been  no  real  shrinkage 
in  the  supply  of  common  stocks.  "Studies" 
that  say  different  usually  are  based  on  weak 
numbers  or  faulty  assumptions. 

Federal  Reserve  Board  numbers  on  equity 
shrinkage  are  misleading  and  inaccurate  in  part 
because  usually  only  secondary  offerings  and 
ipos  are  considered  to  be  equity  issuance. 

Accepting  buyback  announcements  is 
a  little  like  predicting  a  fall  in  liquor 
and  cigarette  sales  on  the  basis  of 
New  Year's  resolutions. 

Meanwhile,  a  large  number  of  conversions  and 
option  exercises  are  likely  overlooked. 

I  have  contended  for  months  that  the  DJI  is 
stuck  in  the  5400-to-5700  range.  Since  Feb.  1 
it  has  closed  between  those  two  points  82%  of 
the  time.  In  a  market  like  this  I  would  contin- 
ue with  larger,  significant  names.  While  some 
of  my  selections  of  late  have  been  hurt  by 
rising  rates  and  some  bad  news,  I  would  stay 
with  Aetna  (70),  Bankers  Trust  (82)  and  Wells 
Fargo  (264).  Last  month  I  noted  that  rjr 
Nabisco  (27)  has  a  better  yield  than  Philip 
Morris  (92),  so  you  might  want  to  switch,  but 
both  have  held  up  well. 

For  the  more  adventuresome,  who  might 
want  to  try  for  .short-term  profits,  I  think 
Dean  Witter  Discover  (54),  Federal  Express 
(76)  and  even  Texas  Instruments  (49)  are 
trades.  Stock  buybacks?  Don't  get  carried 
away  with  optimism  because  someone  tells 
you  the  supply  of  stocks  is  shrinking.  It  isn't. 
You  can't  predict  the  market  using  bad  num- 
bers, sloppy  research  and  questionable 
assumptions.  H 
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Correction 


The  Sept.  23  Forbes  contained  a 
four- page  interview  with  money 
man  Philip  Fisher.  On  some 
copies,  a  computer  glitch  at  the 
printing  contractor  mangled  the 
last  page.  The  article  should  have 
ended  as  follows: 

It's  a  cliche,  "good  management." 
How  would  you  describe  the 
quality? 

It's  not  just  are  they  doing  the  cur- 
rently fashionable  things  like  quality 
control,   speeding   up   the  cycle 
between  development  and  introduc- 
tion of  new  products.  If  you're  not 
doing  those  things,  you  are  out  of 
business;  that's  rearview-mirror  stuff. 
I  want  to  know:  Who  is  working  on 
the  things  that  others  are  barely 
aware  of?  I  want  companies  that  wel- 
come dissent,  rather  than  stifle  it,  that 
don't  penalize  people  who  criticize 
what  management  is  doing. 
I  can't  recall  seeing  any  of  that  in 
a  brokerage  report.  Where  does 
one  get  that  kind  of  information? 
The  only  way  I  know  is  to  stick  my 
long  nose  in  and  ask  questions.  And 
use  judgment.  Managements  will  try 
to  answer  my  questions  by  making  a 
fairly  shrewd  guess  at  what  I  want  to 
hear.  I  have  to  figure  out  whether 
they're  answering  with  real  convic- 
tion. The  things  most  companies 
boast  about  are  yesterday's  story. 
Okay,  what  is  tomorrow's? 
Here's  an  example.  With  growth  of 
two-earner  families,  it's  apparent  that 
companies  that  can  work  out  a  system 
whereby  people  can  pick  their  work 
hours,  that  company  is  going  to  do 
well.  If  I  were  rewriting  my  book,  I 
would  strengthen  the  part  about  how 
important  it  is  to  find  management 
working  on  things  that  are  just  start- 
ing to  have  potential. 
Anything  else  you  would  change 
in  what  you  wrote? 
I  am  proud  of  that  book,  but  there 
are  a  few  things  I  would  add.  I  am 
now  very  interested  in  seeing  how  a 
company  handles  computer  hardware 
and  software.  What  is  the  degree  a 
company  is  using  each  on  new  prod- 
uct development,  inventory  control. 


Philip  Fisher 

If  you  have  the  temperament,  use  a 
rifle  shot  to  construct  your  portfolio. 


A  manufacturing  company  with  lead- 
ing edge  software  can  get  a  huge  and 
probably  permanent  edge  on  compe- 
tition. Outstanding  software  people 
keep  close  contact  across  company 
lines  and  can  learn  more  quickly  of 
developments  that  could  pave  the 
way  for  alliances  or  acquisitions. 
You've  told  us  what  you  like  in  a 
management.  What  turns  you  off? 
Companies  that  are  firing  people 
right  and  left  to  make  a  good  show- 
ing on  their  earnings  statements 
while  two  or  three  top  people  get  big 
boosts  in  their  income.  I  prefer  com- 
panies that  have  taken  the  route  of 
holding  on  to  their  people  by  work- 
ing for  growth  so  there  are  enough 
legitimate  jobs  to  go  around.  These 
will  come  out  enormously  better  than 
some  of  those  that  go  through  four 
or  five  downsizings.  And  I  don't  like 
highly  leveraged  companies,  even  if 
they  are  well  run. 
There  are  darned  few  people 
disciplined  enough  to  invest 
that  way.  What's  the  poor 
investor  to  do? 

They  can  make  this  decision:  Do  they 
want  to  go  into  a  mutual  fund  and 
worship  at  the  shrine  of  diversifica- 
tion, or  do  they  want  to  use  a  rifle 
shot  and  pick  out  a  few  good  invest- 
ments? This  is  a  matter  of  both 
knowledge  and  temperament. 


If  you  choose  the  rifle,  where  do 
you  get  the  help  you  need? 

There  are  relatively  few  people  who 
in  my  opinion  have  the  competency  I 
would  want  if  they  were  handling  my 
money.  But  they  can  find  people  with 
a  long-term  ouriook. 

There's  a  stockbroker  I  know 
who's  not  especially  perceptive,  but 
he  does  well  for  his  clients.  If  he  puts 
a  client  in  a  stock  and  later  has  to  sell 
it,  this  fellow  is  embarrassed  and  feels 
he's  failed. 

The  reality  is  that  whereas  your 
techniques  are  hard  to  do,  mutual 
funds  are  a  very  convenient  way 
to  invest.  What  would  you  say  to 
the  tens  of  millions  of  mutual 
fund  investors? 

Find  a  fund  that  has  relatively  low  fees 
and  low  turnover,  a  fund  that  selects 
stocks  on  the  basis  of  superior  man- 
agement rather  than  on  price.  And, 
finally,  that  doesn't  sell  if  a  stock  is 
temporarily  overpriced  just  to  make  its 
quarterly  results  look  good. 
I  can't  think  of  any  that  fit  that  pro- 
file, but  there  are  some  that  trend  in 
that  direction.  I  have  to  ask  you:  Is 
the  stock  market  too  high? 
A  fellow  asked  me  the  other  day: 
"Phil,  what  do  you  think  the  market's 
going  to  do?"  and  I  replied, 
"Damned  if  I  know,"  and  he  replied, 
"That's  what  I  thought  you'd  say." 
Nevertheless,  it  was  clear,  with  some 
stocks  selling  at  100  times  projected 
earnings  two  years  out,  that  the 
market  was  heading  into  trouble. 

I've  a  philosophy  that  whenever 
the  IPO  market  gets  hot  I'll  do  very 
little  buying.  I  own  six  stocks.  I 
would  be  willing  to  go  as  high  as  nine 
if  I  could  find  them.  When  the  IPO 
market  has  been  dead  for  a  while,  I 
get  more  aggressive. 

Whether  this  is  the  bottom  or  not, 
I  don't  know.  My  business  is  to  find 
unusual  companies  and  judge 
whether  the  price  is  too  high.  M 
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Insurance  for 
the  nervous  bull 

In  past  issues  we  demonstrated  a  way  for  nervous 
investors  to  stay  with  their  favorite  stocks  while 
reducing  their  risk.  Here  we  go  again. 


By  Peter  Brimelow  and  Mark  Hulbert 

Our  suggested  short-sale  hedging 
strategy  (Forbes,  Jan.  22)  performed 
as  anticipated — almost.  It  mostly 
stayed  with  the  bull  market  while  pro- 
viding insurance  against  a  bear  market. 

Here's  how  this  strategy  works: 
Hedge  the  stocks  you  own  by  selling 
short  other  stocks  that  you  think  are 
weak.  You'll  make  money  so  long  as 
the  stocks  you  short  underperform 
the  stocks  you  own  long.  And  since 
you  can  use  the  stocks  you  already 
own  as  collateral,  you  need  not  put 
up  additional  money. 

It's  a  kind  of  insurance  policy 
that  allows  you  to  remain  invested 
in  stocks  you  like  even  if  you  think 


the  market  is  too  high. 

As  with  any  insurance  policy,  you 
usually  pay  a  premium  for  your 
greater  sense  of  security.  It  is  not  real- 
istic to  expect  what  happened  last 
year,  when  the  short  side  of  our 
hedge  actually  made  money.  That's 
sort  of  like  the  insurance  company 
paying  you  to  acquire  their  insurance. 
In  the  more  common  case  your 
shorts  will  be  a  drag  in  a  bull  market. 

The  premium  for  our  hedging 
insurance  for  the  year  through  mid- 
September  was  a  modest  3%.  This  is 
the  average  loss  from  shorting  each  of 
the  35  stocks  listed  in  the  Jan.  22 
issue  of  Forbes.  But  in  return  for 


Effective  insurance  (most  of  the  time) 


paying  this  3%  premium,  you  slept 
well  when  the  market  tanked  in  July. 

If  the  long  side  of  your  portfolio 
was  dominated  by  blue  chips,  such  as 
those  in  the  Dow  industrials,  your 
hedged  portfolio  gained  nearly  12%. 
If  the  Wilshire  5000  more  typified 
the  stocks  you  owned  long,  your  gain 
was  around  9%.  In  either  case  that's 
an  excellent  return  for  very  limited 
risk  (see  chart). 

Particularly  compelling  was  the 
performance  of  our  shorts  during  the 
late-May  to  late-July  correction.  It 
passed  with  flying  colors:  In  contrast 
to  the  7.1%  decline  in  the  DJI,  the 
average  stock  on  our  short-sale  list 
declined  by  1 1%.  A  portfolio  that  was 
equally  hedged  between  blue  chips 
and  our  shorts  would  have  made 
about  4%  during  the  correction! 

Of  course,  there's  a  catch  here. 
The  catch  is  you  must  pick  good 
stocks  on  the  long  side  and  correctly 
identify  future  losers  on  the  short 
side.  If  you  go  the  other  way,  you  can 
lose  your  shirt  with  this  strategy.  You 
need  to  short  stocks  that  will  drop 
more  than  the  market  in  a  decline 
and  rise  less  than  the  market  in  a  rise. 

How  did  we  do  our  stock  picking? 
We  left  the  long  side  to  you  and  your 
favorite  stocks.  For  the  short  side  we 
searched  the  Hulbert  Financial 
Digest's  investment  letter  perfor- 
mance database  and  found  that  a 
combination  of  two  services'  stock- 
ranking  systems  is  the  best  source  for 
short-sale  candidates.  These  letters 
are  the  Value  Line  Investment  Survey 
and  the  Zweig  Performance  Ratings 
Report.  The  former  is  in  first  place 
among  all  letters  tracked  by  hfd  over 
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New  short-sale  candidates 


Company 

Sales 

Market 

-Stock  price- 

P/E 

Yield 

Business 

($mil) 

value 

recent 

— 52-week— 

% 

($mil) 

high 

low 

Portfolio  One 

• 

Acclaim  Entertainment 

$567 

$397 

8 

285/8 

7 

NM 

0.0% 

develops  videogame  cartridges 

Arrow  International 

213 

674 

29 

483/4 

21 

19.5 

0.6 

disposable  catheters 

Autodesk 

534 

1,123 

24'/2 

50 

18'/2 

18.3 

1.0 

computer-aided  design  software 

Rip  R 

Dig  D 

101 

9Q7 

10 

10/2 

/  /2 

NM 
IN  IVJ 

1.0 

orugsiores 

RnH  Puanc  Farms 

DUU  CvdllS  Idlllld 

Out 

000 

10/8 

1.7/8 

10/8 

on  i 
iU.l 

9  7 
L.o 

restaurants;  makes  sausages 

California  Microwave 

468 

232 

WA 

283/» 

ll'/8 

20.1 

0.0 

satellite  communications  equip 

Cerner 

187 

523 

16 

35 

ll5/8 

30.2 

0.0 

clinical  information  systems 

Cirrus  Logic 

1,147 

913 

14/8 

61  Vi 

125/8 

NM 

0.0 

semiconductors 

rVirol 

1 JU 

ROT 

in 

1  j/8 

0/4 

OZ.D 

n  n 
u.u 

software 

UoalthcAi  irr-o 

ncdlLM^UUlLt: 

1,10/ 

l  ni  1 

l,UXl 

1  J/8 

in!/, 

4U/8 

3/4 

9(1  Q 

u.u 

health  maintenance  org;  insurance 

International  Flavors  &  Fragrances 

1,439 

4,872 

44 

55'/s 

41 

24.6 

3.1 

flavors  &  fragrances 

Loctite 

7QC 
I0J 

1,413 

44/2 

D-5/4 

<\L/\ 

lo.b 

9  1 

LI 

chemical  sealants  &  adhesives 

Marvel  Entertainment  Group 

829 

853 

83/s 

WA 

73/4 

NM 

0.0 

comic  books  &  toys 

McCormick  &  Co 

1,859 

1,517 

217/8 

265/s 

18'/8 

21.4 

2.6 

spices  &  flavorings 

Mylan  Labs 

393 

1,965 

16'/8 

24'/2 

14'/4 

23.0 

1.0 

pharmaceuticals 

Plum  Creek  Timber  LP 

585 

1,066 

26'/4 

273/« 

217/8 

15.0 

7.8 

timber  &  forest  products 

Quantum 

4,423 

909 

163/4 

26'/8 

107/8 

NM 

0.0 

hard  drives 

Stewart  &  Stevenson  Svcs 

1,234 

719 

213/4 

34'/4 

195/8 

25.9 

1.6 

gas  &  diesel  turbine  power  systems 

System  Software  Assocs 

394 

482 

if  A 

30'/2 

8'/4 

NM 

0.9 

business  application  software 

Portfolio  Two 

Bandag 

740 

1,170 

48'/4 

583/8 

Wi 

13.4 

1.9 

retreads  tires 

Banta 

1,023 

764 

24'/2 

305/s 

203/4 

15.0 

1.8 

printing 

Broken  Hill  Proprietary  ADR 

18 

25,655 

26'/2 

317/8 

25 

25.5 

3.1 

energy,  minerals  &  steel 

Kellogg 

7,004 

14,536 

685/s 

805/s 

655/s 

33.5 

2.4 

cereals 

Northeast  Utilities 

3,749 

1,599 

12'/2 

253/s 

11  Vi 

6.9 

8.0 

electric  utility 

Ohio  Casualty 

1,462 

1,162 

33 

40 

30 

15.2 

4.8 

insurance 

Paging  Network 

646 

2,140 

20'/8 

29'/4 

Wa 

NM 

0.0 

paging  services 

Sybase 

957 

1,124 

15 

393/4 

wa 

NM 

0.0 

database  management  software 

Tambrands 

683 

1,538 

413/4 

53 

36 

17.8 

4.4 

feminine  hygiene  products 

NM:  Not  meaningful. 


These  short-sale  candidates  are  all  rated  as  likely  losers  by  both  Value  Line 
and  Zweig.  Portfolio  One  has  stocks  rated  Group  Five  in  Value  Line  and  Group 
Nine  in  Zweig.  Portfolio  Two  is  Value  Line  Fives  and  Zweig  Eights. 


the  last  16  years.  The  latter,  which 
hasn't  been  published  for  as  long  as 
Value  Line,  is  in  first  place  for  risk- 
adjusted  performance  since  1983. 

Value  Line  doesn't  explicitly  rec- 
ommend short  sales,  but  we  take 
overlaps  from  its  least  desirable  cate- 
gory (its  "Group  Five")  with  Zweijfs 
least  desirable  category  (its  "Group 
Nine").  This  gives  us  Portfolio  One 
(see  table,  above). 

We  also  take  the  overlaps  between 
Value  Line\  Group  Five  and  Zweijf's 
next-least-desirable  category  (its 
"Group  Eight").  Reason:  Zweitfs 
Group  Nine  comprises  less  of  its 
stock  universe  than  Value  Linens 
Group  Five.  And  Zwei^s  explicit 
short  recommendations  often  are 
drawn  from  its  Group  Eight.  These 


overlaps  constitute  Portfolio  Two. 

In  back  tests  to  the  beginning  of 
1990  this  strategy  has  been  remark- 
ably consistent.  While  the  stock 
market  was  producing  a  13.4%  annu- 
alized return,  this  hedge  cost  an  aver- 
age of  just  2.3%  per  year.  That's 
cheap  insurance  indeed. 

Of  course,  don't  forget  the  caveat 
about  short-selling:  Shorting  is  dan- 
gerous. Your  loss  is  potentially  infinite 

Our  suggested  short-sale 
hedging  strategy  mostly 
stayed  with  the  bull  market 
while  providing  insurance 
against  a  bear  market. 


because  there  is  no  upper  limit  to  the 
price  at  which  you  may  have  to  buy 
back  the  stock.  So  be  sure  to  diversi- 
fy your  exposure  to  the  short  side 
among  several  different  stocks. 

How  many  stocks  should  you  sell 
short  to  be  adequately  diversified?  At 
least  a  dozen  or  so.  Consider  the  35 
potential  short  sales  listed  in  the  Jan. 
22  Forbes.  Since  then,  the  five  best- 
performing  stocks  on  that  list  (diat  is, 
the  worst  short  sales)  gained  an  aver- 
age of  43.7%  and  would  have  lost  you 
a  lot  of  money  shorting  them.  To 
protect  against  such  surprises  you 
need  lots  of  diversity.  On  both  the 
long  and  the  short  side,  of  course. 

So,  no  guarantees  for  the  future, 
but  here  are  some  current  short-sale 
candidates.  WM 
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ME 


BY  WILLIAM  6.  FLANAGAN 


Where  history 
was  made 

Where  mighty  navies  clashed  at  a  turning  point  in 
WWII,  bird-watchers  and  divers  now  cavort. 
Midway's  no  paradise,  but  it  does  have  its  appeal. 

By  Seth  Lubove 


The  U.S.S.  Yorktown  about  to  slip  beneath  the  waves  off  Midway,  June  7,  1942 
The  Japanese  navy  lost  four  carriers  and  never  recovered  from  the  battle. 


Bird's-eye  view  of  Sand  Island 
An  airstrip,  and  not  much  else. 


Midway,  a  tropical  ATOLL  1,140 
miles  northwest  of  Hawaii,  made  his- 
tory in  June  1942,  when  courageous 
U.S.  airmen  caught  the  Imperial 
battle  fleet  off  guard  in  nearby  waters 
and  destroyed  the  cream  of  Japanese 
naval  aviation,  four  aircraft-laden  car- 
riers. The  war  raged  three  more  years, 
but  Midway  was  the  Japanese 
Waterloo. 

Today,  the  mid -Pacific  site  is  a 
wildlife  sanctuary  run  by  the  U.S. 
Fish  &  Wildlife  Service.  Gooney 
birds,  a  species  of  dim-witted  alba- 
tross, at  times  cover  almost  every  foot 
of  open  ground  on  the  three  tiny 
islands  that  make  up  the  atoll.  There 
are  no  indigenous  inhabitants,  just 
Navy  and  civilian  cleanup  and  con- 
struction crews. 

Can  this  historic  spot  become  a 
paradise  for  ecotourism?  Phoenix  Air 
of  Cartersville,  Ga.  thinks  so.  Its 
executives  looked  at  the  white  sand 
beaches,  the  coral  reefs,  the  World 
War  II  detritus,  the  tropical  climate, 
the  seas  alive  with  fish,  and  saw 
money  to  be  made.  Phoenix's  main 
business  is  supplying  air  services  to 
the  U.S.  military.  It  has  now  struck  a 
deal  with  the  wildlife  service  to  ferry 
visitors  to  Midway. 

Phoenix  currently  runs  two  trips  a 
week  from  Lihue,  Kauai  on  a  19-pas- 
senger  Gulfstream  turboprop.  Flying 
time  is  about  four  hours.  Bird-watch- 
ers, scuba  divers  and  fishermen  pay 
up  to  $6,500  a  week  to  enjoy 
Midway's  charms.  So  far,  only  a  few 
dozen  have  made  the  journey. 

"You've  got  to  use  your  imagina- 
tion a  little  bit,"  pleads  Mark 
Thompson,  founder  of  Phoenix  Air, 
driving  a  golf  cart  past  piles  of  mili- 
tary debris.  His  new  company, 
Midway  Phoenix,  is  converting  old 
Navy  barracks  into  cozy  hotel  rooms 
and  recreational  facilities.  But  for 
now  accommodations  are  spartan. 

Until  a  proposed  restaurant  is 
completed  next  May,  you  eat  with 
the  Navy  and  the  civilian  cleanup 
crews  in  the  mess  hall.  Meals  are 
served  on  a  military  schedule — break- 
fast starts  at  5:45  and  is  over  by  7 
a.m.  If  you  don't  like  Navy  chow,  the 
alternative  is  a  burger  at  the  island's 
only  bar,  where  beer  is  a  dollar; 
mixed  drinks  $1.10. 

For  evening  entertainment,  besides 
the  bar,  there  is  12 -channel  satellite 
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Guns  and 
gooney  birds 
A  sanctuary  for 
the  world's 
largest  colony  of 
Laysan  albatross. 


am:';*"':- 


television  (with  local  news  from 
Denver),  a  nine-lane  bowling  alley,  a 
barber  shop  and  a  gym.  Best  bet: 
After  taking  in  the  dazzling  sunset, 
curl  up  with  Walter  Lord's  fast-paced 
Incredible  Victory  (HarperPerennial, 
$13),  which  describes  the  battle  of 
Midway. 

Reminders  of  World  War  II  are 
everywhere — pillboxes,  ammunition 
bunkers,  rusting  artillery — much  of  it 
overgrown  and  crumbling.  You  can 
still  make  out  the  word  "radar"  sten- 
ciled on  a  building  on  a  small  hill  on 
the  atoll's  Sand  Island.  Occasionally 
you  may  hear  some  pistol  shots — part 
of  the  rodent  eradication  program. 

Birds  are  everywhere — flocks  so 
thick  that  they  make  bike  riding  haz- 
ardous. From  November  to  June  the 
world's  largest  colony  of  Laysan  alba- 
tross invades  the  island.  I  visited  in 
late  August  and  advise  bird-lovers  not 
to  do  the  same.  Although  there  are 
plenty  of  Bonin  petrels,  black  nod- 
dies, terns,  red-footed  boobies  and 
frigate  birds — even  a  flock  of  domes- 
tic yellow  canaries — the  albatross 
have  departed  for  the  open  ocean, 
abandoning  the  young  birds  that 
can't  hack  the  trip.  The  young 
gooneys  stay  in  one  spot  until  they 
keel  over,  littering  the  island  with 
their  carcasses.  A  gruesome  sight. 
Those  few  that  make  it  to  the  lagoon 
end  up  feeding  the  sharks. 

Also  avoid  the  rainy  season,  Janu- 


Sportfishermen 
with  a  giant  trevally 
Fishing  is 
mainly  catch 
and  release. 


ary  to  March.  What  is  already  a  small 
atoll  (less  than  3  square  miles)  feels 
even  smaller  if  you're  stuck  inside.  I 
had  a  taste  of  that:  A  freak  summer- 
time storm  pelted  the  island  during 
part  of  my  visit. 

I  managed  a  half-day  of  fishing  on 
choppy  waters  on  one  of  two  38  -foot 
Bertram  sportfishermen  (sacrile- 
giously named  Torktown  and  Enter- 
prise). Using  metal  lures  and  casting 
off  the  back  of  the  boat,  we  reeled  in 
several  giant  trevallies,  big  reef- 
dwellers  prized  for  their  fight  and 
tasty  meat.  Weather  prevented  deep- 
water  trolling,  but  after  I  left,  one 
party  of  anglers  hooked  and  released 
three  blue  marlin  during  their  week 
of  fishing.  The  biggest  was  estimat- 
ed at  850  pounds 

Maybe  they  were  just  luck)'.  Dennis 
Braid,  who  manufactures  offshore 
fishing  gear  and  also  runs  sportfish- 
ing  expeditions,  has  his  doubts  about 
the  consistency  of  the  game  fishing. 
"For  the  most  part  it's  hit  or  miss," 
he  said  after  a  recent  scouting  visit. 
"No  one  will  know  anything  about 
the  waters  for  at  least  a  year  or  so, 
when  they  can  chart  the  migratory 
patterns  of  the  fish." 

Diving?  Ships,  boats  and  downed 
planes  are  accessible,  but  wreck  sites 
are  still  being  mapped  out.  The  huge 
wrecks — including  the  doomed  carri- 
er Torktown — lie  in  deep  water,  hun- 
dreds of  miles  offshore.  Reef  diving 


and  snorkeling  are  superb;  but  you 
can  get  as  good,  in  far  greater  com- 
fort, at  Kauai. 

We  can  think  of  better  places  to 
spend  a  vacation,  but  if  you  want  to 
be  the  first  one  on  your  block  to  visit 
Midway  or  hanker  to  visit  this  WWII 
shrine,  contact  Midway  Phoenix 
Corp.  at  770-387-1900.  A  package 
including  three  nights'  lodging,  food 
and  airfare  begins  at  $1,600.  You  can 
spend  as  much  as  $6,500  for  a  week 
of  fishing.  But  remember:  "They've 
got  a  lot  of  work  to  do,"  says  Dennis 
Braid.  "It's  not  a  resort,  it's  a  broken- 
down  Navy  village." 
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ime  to 
varnish  the  car? 


Serious  car  collectors  turn  up  their  noses  at  woodies, 
which  creates  bargains  for  the  nostalgia  seeker. 


By  Robert  La  Franco 

Matthew  Jacobson,  now  35,  grew 
up  surfing  the  waves  at  Manhattan 
Beach,  Calif.  As  a  teen  surfer,  he 
wanted  wheels  just  like  the  ones 
driven  by  his  surfer  heroes  Dewey 
Weber,  Rick  Stoner  and  Phil  Becker. 
Jacobson  wanted  a  woodie. 

"They're  bitchin'  cars,"  says  Jacob- 
son,  still  an  avid  surfer  and  a  market- 
ing executive  with  News  Corp.'s 


News  Technology  Group.  "To 
people  on  the  East  Coast,  they  are 
country-club,  family  wagons.  But 
among  surfers,  they're  hot." 

In  the  1920s  Henry  Ford,  who 
owned  huge  tracts  of  timberland  in 
Michigan,  started  mass-producing 
the  first  station  wagons  with  wooden 
bodies.  Owners  of  large  estates  and 
resorts  found  these  wagons  ideal  for 


Woodie  dealer  George  C 
Average  woodie  in  roe< 


d  1953  Buick  Super  Estate  wagon,  worth  about  $40,000 
shape  goes  for  about  $27,000. 


transporting  passengers  and  luggage 
to  and  from  train  depots.  Upper- 
crust  stuff. 

After  World  War  II,  with  the  sta- 
tion wagon  starting  to  catch  on  as  a 
utility  vehicle,  Ford,  Packard  and 
Chrysler  turned  out  wood-bodied 
sedans,  wagons  and  even  convert- 
ibles. Ford,  the  largest  manufacturer 
by  far,  made  73,000  between  1946 
and  1949.  They  looked  great,  but  the 
paneling  warped  if  left  in  the  rain  and 
the  cars  needed  extensive  care. 
Besides,  manufacturing  cars  with 
wood  was  more  expensive  than  steel. 
The  fad  faded. 

By  the  early  1960s  used  woodies 
had  slid  down  the  food  chain  to 
surfers  in  southern  California  and 
Hawaii,  who  tore  out  the  back  seats 
to  make  room  for  their  long  boards. 
Eventually,  most  woodies  hit  the 
junkyard.  Collectors  figure  there  are 
still  7,000  woodies  on  the  road,  and 
maybe  another  2,000  being  restored 
or  rotting  away  in  garages.  Up  to  a 
few  hundred  are  on  the  market  at  any 
given  time. 
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Beach-aged  wood 
Andrew  Cohen 
(far  left)  and  his 
1940  Ford  Deluxe, 
worth  about 
$70,000;  Matthew 
Jacobson  and  his 
1948  Mercury 
wagon,  worth 
about  $40,000. 


Yet  woodies  have  never  really  been 
a  big  hit  on  with  car  collectors.  Seri- 
ous collectors  will  still  spend  up  to 
$2.5  million  on  a  Ferrari  250  gto, 
but  vintage  woodies  are  nowhere 
near  that  price  range.  According  to 
George  Coleman,  president  of  Green 
Valentine,  an  auto  dealership  in 
Memphis,  the  average  woodie  in 
roadworthy  shape  fetches  about 
$27,000.  Chrysler  Town  and  Coun- 
try convertibles  and  Packards  sell  in 
the  $75,000  range,  as  does  the  Ford 
Sportsman  convertible. 

It's  a  good  bet  prices  will  start 
shooting  up  soon.  The  number  of 
nostalgic  woodie  lovers  is  growing; 
the  supply,  shrinking.  Andrew 
Cohen,  now  president  of  Beverly 
Hills  Motoring  Accessories,  is  a  typi- 
cal woodie  fan.  Back  in  the  1970s, 
when  he  was  in  his  20s,  Cohen 
owned  a  1940  Ford  Deluxe  woodie, 
which  he  bought  for  peanuts  and 
slowly  restored.  In  1986  he  got  rid  of 
it  for  $13,000,  foolishly  thinking  his 
passion  for  the  woodie  had  cooled. 
Even  so,  he  insisted  on  a  repurchase 


option  as  a  condition  of  the  sale. 

Cohen  called  the  buyer  annually  to 
chat  about  the  woodie,  and  three 
years  ago  finally  bought  it  back.  Price: 
$25,000.  Cohen  spent  another 
$40,000  restoring  the  car,  adding  a 
powerful  new  engine  and  air-condi- 
tioning. He  says  the  Ford  Deluxe 
now  has  a  market  value  of  at  least 
$70,000.  "I  came  to  California  for 
three  things:  cars,  women  and  sun- 
shine," says  Cohen.  "Now  I  have 
them." 

Traditional  car  collectors  would 
cringe  at  the  idea  of  replacing  the 
engine  of  a  classic  car,  let  alone 
adding  air-conditioning.  Not  so 
woodie  fanciers.  They  will  accept 
anything  you  do  to  the  hardware  of 
the  car,  just  don't  mess  with  the 
wood.  But  to  properly  care  for  a 
woodie  requires  full-time  protection 
from  the  elements  and  occasional 
varnishing,  a  time-consuming  and 
messy  process.  Purists  eschew  me- 
thane for  spar  varnish,  like  many 
wooden  boat  lovers. 

Want  a  woodie  but  don't  want  an 


old  car?  Boyd  Coddington,  chief 
executive  of  Hot  Rods  by  Boyd,  and 
an  established  car  customizer  in  Stan- 
ton, Calif,  is  happy  to  accommodate. 
He  builds  about  three  faux  woodies 
every  year  for  clients.  These  cars, 
modeled  after  the  original  all-wood 
luxury  wagons,  use  custom-built 
frames  to  mimic  the  original  body 
styles.  Price:  $150,000. 

But  Matt  Jacobson  will  have  no 
truck  with  reproductions.  Last  year 
he  parted  with  his  1956  Thunder- 
bird  and  1948  Indian  motorcycle 
and  purchased  a  1948  Mercury 
woodie  wagon  for  $40,000.  Most 
Sunday  afternoons  you  can  see 
Jacobson  cruising  around  Manhat- 
tan Beach  in  his  woodie,  his  surf- 
board stuck  through  the  rear 
window.  Only  now  his  wife,  new  set 
of  twins  and  an  Italian  greyhound 
keep  him  company. 

If  you  want  to  get  behind  the 
wheel  of  a  woodie,  contact  Green 
Valentine  in  Memphis  at  (901 )  373- 
5555;  call  John  Lee  at  the  Woodie 
Times  (402 )  488-0990.  m 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  $75  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-pa4e  Investors  Reference  Library— Value  Line's  most  recent 

Ratings  and  Reports  on  1700  slocks  and  the  practical  guide  How  to  Invesl  in 
ommon  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for  $98:  $55.  Available  only  once  every  three  years  to  any  household 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.lYour  subscription  to  Value  Une 
|^         may  be  lax  deductible  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or 

Call  Toll -Free  1-800-833-0046 

.  (Ext  2903-Dept.  916F07  American  Express.  MasterCard  or  Visa  24  hours  a  day.  7  days 
a  week  II  you  are  not  completely  satisfied  relurn  all  matenals  in  cood  condition  within  30 
vdays  from  the  start  ol  your  subsenption  lor  a  full  refund  ol  your  fee  Allow  4  weeks  lor 
delivery  NY  residents  add  sales  lax  Foreign  rates  upon  request  yd} 


-The  Value  Line  Investment  Survey* 

K>5^  PO  Box  3988  New  York. 
"">--^NY  10008-3988 


BUSINESS  OPPORTUNITIES 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

A  la  ron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


HEI.LER  CAPITAL  &  CONSULTING 


•  DELAWARE  &  NEVADA  CORPS 
•  CAPITAL  SOURCES  &  INVESTORS 
Michael  Heller.  Pres..  JD.  LLM 
(954)475-8484 

http://www.hellercap.com 


EXECUTIVE 
CONSUITIMG 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
year-old  CPA  firm  providing 
two  unique,  "bottom-line"  con- 
sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 

Mon-Fri,  9am-5:30pm,CDT 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LL  C's. 


*25 


plus 

state  fees 


800  518  7407 

FMS02-C52-6760 
http://wrww.comco.com 


INCORPORATE  IN  DELAWAR 


Specialists  in  setting  up  Celaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/ Write  for  FREE  KIT: 
P.O.  Box  484-FB 


Wilmington,  DE  19899 
§  hid  800-321-CORP  -  302-652-6532 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas.  BVI,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Servici 

(800)551-9105    Universal  Q| 

 http://www.ifu.net/ucs 


S  OVER  ONE  BILLION  S 


*0ftTH  OF  BUSINESSES  FOR  SALE  BV  OWNERS 
Major  M«jgtactgrin|  lo  Small  Retail  Shops 

Mo  Brokerage  Fees 
To  Buy  or  Sail 

1-800-999-SALE 

■  «T  WESTERN  BUSINESS  SERVICES.  INC 


NATIONWIDE 


BUSINESS  OPPORTUNITIES 


"A  Doctor's  Income  Detecting 
Hospital  Bill  Mistakes?" 


Studies  reveal  that  97^  of  all  hospital  bills  contain 
huge  overcharges  That's  why  my  1 1-year  busi- 
ness is  such  a  "win/win"  opportunity:  patients  and 
their  insurer,  pay  us  50«  of  every  %  1 .00  we  recov- 
er in  overcharges  Now,  since 
miliums  of  unserviced  patients 
exist  nationwide  -  many  fac- 
ing a  fortune  in  overcharges  - 
we're  sharing  our  system  with 
affiliates  wanting  a  doctor's 
income.  You  don't  need  a  technical  background  - 
just  the  savvy  to  spot  a  vital  new  American  ser- 
vice. $10,000  investment  required.  For  a  free 
report  and  headstart  on  the  perfect  home  business, 
call  today  1-800-700- 7089 or (702)471-1280. 
8:00  -  5:00  pm  PST  * 


...millions 
of unserviced 
patients  exist 
nationwide." 


Investor's  Advantage 


We  Provide: 
•Protection  from  Lawsuits 
•Confidential  Banking  &  Brokerage  Services 

•Reduction  or  elimination  of  taxes 
•Asset  Protection  and  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


Travel  better,  pay  less  and  earn  extra 
income  as  an  Independent  Travel  Agent 
with  InteleTravel  International. 
InteleTravel  is  the  nation's  only  leading 
full-service  travel  agency  making  this 
offer!  We're  licensed,  bonded  and 
accredited  by  every  major  travel  associ- 
ation. Join  The  Intelligent  Travel 
Revoluton™,  one  of  the  best  home 
business  opportunities  of  the  decade! 
Call  800-873-8968  or  800-873-5353  for 
more  information.  Agent:  Eric  Bland. 
Pin#  1316340. 


Build  a  successful  business 
using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
S7k  investment;  800-605-3744 


[Franchising. 

■  Franchise  your  business  for  growth  I 
I  and  success  Call  Franchise 

|  Developments.  Inc  .  the  nation's  most  I 

■  experienced  franchise  consulting  firm.  ( 
|K12)687-8484  or  800-576-5115  pgj 


EDUCATIONAL  SERVICES 


FREE  VIDEO 


I BACHELOR  •  MASTER  •  DOCTORA" 
•EnqjnfifirK)    •(  f.nipuUi  Vivntv  •HoliM 
•  Tteolr>gv        •Chrmiwl  [VrwrnJt-iKv  •Parol. 


(800)955-8879 


La  Salle 

U nivsrsity Mandev,Me  £a  7047040 


Universitv  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admir 

Health  Care  Admin.  Human  Resources. 
Finance,  International  Business.  Tech  Mgml 
Law.  Paralegal.  Psychology  Call  for  brochur 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St-F.  Santa  Ana.  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


T  hrce  weeks  Ironi  now  you 
can  begin  work  in  .i  presti- 
gious ■uid  rigorous  MllA 
program,  which  Hit  lUoiiomist 
Intelligence  I 'nil  h.is  included  in 
its  report,  Which  MBA}  A  Critical  Guide 
to  the  World's  Best  Programmes. 


ablished  i 


il) 


Heriot-Watt  University 

North  American  Distributor 
692!  Stockton  Ave.,  Suite  5 
El  Ccrrito.CA  94530  •  Fax  (510)  5280555 

Toll-free  (800)  THE  WATT  ext.  5 


NWll'I'rll'M 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY  ! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
Free  wholesale  catalog  since  1%7! 
Member:  Jewelers  Board  of 
trade  <fc  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St,  Greenville.  KY  42345 
1-800-844-3100  or  KAX  502-338-9695 


forces 
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HOWIE  FITNESS 


FINE  ART 


mm 

•  7  DAY  MONTHLY  CULTURAL  ADVENTURE 

•  7  DAY  CIGAR  SMOKING  ADVENTURE 

•  4  DAY  JEWISH  CULTURAL  ADVENTURE 
^  CUSTOM  MADE  ITINERARY  FOR  INDIVIDUAL 

•  FULLY  LEGAL  AND  ESCORTED  BY  WINGS 

WINGS  OF  THE  WORLD  1-800-465-8687 

CALL  US  TODAY!         OPEN  SUNDAY  8-6  EST 

00  pages  o! 

it'l  Listings  &  Photos. 

i.lXW  Charier  Aircraft  wuh  prices. 
WO  opcraiors  listings  with 
business  profiles,  contacts  and  mure 
iecutive  Aircraft  /  Air  Ambulance 
n  Demand  I  reighi 

s  Most  Complete  Directory 
of  Its  Kind  In  the  World! 
r  wa>  1617)  547-5811 

Mi  Auburn  S  ( jjnhnd>j\  MA  021 W 
(f>17)  8f*  5135. 


EXECUTIVE  GIFTS 


tack  pain? 


Based  on  the  Alexander 
hnique.  PosturEvolution  is  not 
simply  a  seating  device,  it's 

ong-term  approach 
to  back  care. 

>ur  seat  support  guides  you 

into  sitting  properly, 
^d  good  posture  can  lead 
)  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


EXECUTIVE  GIFTS  - 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  7t  models  ore  hond 
crafted  from  solid  mahogany  witti 
nondpainted  markings  and  details 

•  OwlaO  modeis  in  stock 

•  PfxedfromS99  50 

•  Satisfaction  guoronteed 

CoH  1-800  950  9944 


I  M  II  II 


«0«lD-i  liADIHO  4UKR5 

atnw 
jaoxuuruns 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inchisive  fractional  ownership  of 
Learjet''  and  Challenger*  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 

'  * 

BUSINESS 

JetSoltitkms 


The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


"Your  legs  need  work." 


Cli  Concept  II 


Indoor  Rower 

iplete  atentse 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-245-5676 


Factory  Direct 
From  Vermont 


Inc  ^ 


©  1995  Concept  II,  Inc 
Concept  II,  RFU  Box  1 100-F94, 
Morrisvifle,  VT  05661-9727  FAX:  802-888-4791 
e -Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


Richard  Petty 
Driving  Experience 

You  can  drive  a  Winston  Cup  stock  car/ 
Available  year  round  at  Atlanta,  Charlotte,  and 
Las  Vegas  Motor  Speedways  5  Courses  to  choose 
from  ivlth  prices  starting  at  $329.99. 
Call  1-aOO-Sf  PfTTY  for  details! 


•Reach  the 
Affluent* 


SALVADOR  DALI 


"Cosmic  Rays" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SILVERSTATE  FINE  ART 

FREE  CATALOG 

800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


Real  Wood. 

Furniture  For  Computers 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Fftincorp  b 

Specialists  in  Franchise  Development  FB 
Mew  York  •Cheapo  >  Los  Angeles  »  Naples  FL  *  Memo  City  Buenos  Aires 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183,  e-mail:  lloren@forbes.com 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  i 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1  800-FORBES-5. 
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"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Oct.  1,  1926) 
"Because  there  is  no  substitute  for 
personality,  there  can  be  no  monopoly 
of  merchandising.  The  cost  of  distri- 
bution will  never  be  amenable  to  that 
exact  control  the  efficient  manufac- 
turer holds  over  production.  It  is 
human  nature  to  be  swayed  by  people 
more  than  by  products,  be  they  ever 
so  good.  One  of  the  biggest  problems 
of 'big  business1  lies  right  here." 


West  Coast  insurance  leader  George  I. 
Cochran  of  Pacific  Mutual  Life. 


"My  own  very  strong  conviction  is 
that  Mussolini's  dictatorship  will  end 
no  less  disastrously  than  have  other 
dictatorships  of  the  past.  There  is, 
however,  in  present  happenings  in 
Italy  a  serious  lesson  which  American 
citizens,  American  voters,  American 
politicians  should  not  fail  to  study." 

-B.C.  Forbes 

60  years  ago 

(From  the  issue  of  Oct.  1,  1936) 
"The  first  step  was  modernization  of 
the    first    floor    in    the  [John 
Wanamaker]  south  building  and  con- 
verting it  into  an  enormous  and  com- 


plete store  for  men.  The  upshot  was 
that,  after  two  months  of  work, 
Wanamaker's  [New  York]  customers 
walked  into  an  entirely  new  men's 
store." 

"Unless  business,  industry,  banks, 
etc.,  can  convince  the  public  that  they 
serve  usefully,  our  whole  so-called 
capitalistic  system  will  ultimately  and 
inevitably  be  voted  out  of  existence  by 
the  public.  [Therefore]  the  earning  of 
public  confidence,  public  goodwill, 
public  endorsement  constitutes  a  vital 
problem  for  American  management." 

50  years  ago 

(From  the  issue  of  Oct.  1,  1946) 
"Census  Bureau  predicts  U.S.  popu- 
lation will  level  off  near  165  million  in 
1990,  decline  gradually  thereafter. 
Trend  toward  a  higher  median  age — 
more  old  people — will  continue." 

"Differing  with  big  New  England 
bankers  who  see  cotton  as  between 
the  pincers  of  synthetics  and  foreign- 
grown  staples,  the  Federal  Reserve 
Bank  of  Atlanta  finds  in  the  near 
future  'little  real  danger1  that  cotton 
textiles  will  be  bypassed  on  any  large 
scale  by  synthetics." 

25  years  ago 

(From  the  issue  of  Oct.  1,  1971) 
"Farm  population,  or  the  lack  of  it, 
set  a  record  during  the  past  decade. 
The  U.S.  Census  Bureau  said  recent- 
ly its  1970  survey  tallied  the  lowest 
number  of  persons  living  on  farms 
since  the  statistics  were  first  com- 
piled back  in  1920 — 9.7  million  peo- 
ple in  1970,  down  from  15.6  million 
in  only  ten  years." 


10  years  ago 

(From  the  issue  of  Oct.  6,  1986) 


Snap-on  Tools  Chairman  William  Rayburn. 


"  'If  you  put  Japanese  tools  beside 
ours,  you'd  say  they  are  worth  what 
ours  are,'  says  Chairman  William 
Rayburn  of  $591  million  (sales) 
Snap-on  Tools  Corp.  of  Kenosha, 
Wis.  'But  our  hand  tools  cost  2% 
times  as  much.'  What's  the  secret? 
Snap-on  can  charge  more  for  its 
tools  because  of  the  intangible  that 
goes  with  them.  The  intangible  is 
service.  Service  station  mechanics 
who  use  the  tools  seven  or  eight 
hours  a  day  are  happy  to  pay  more 
for  a  tool  that  lasts.  The  Japanese 
have  gone  for  the  hardware  store 
duffer  at  the  low  end  of  the  market." 

"Is  the  stock  market's  wild  plunge 
the  start  of  a  long  downer?  For  sev- 
eral months — in  some  cases,  years — 
a  number  of  prognosticators  have 
been  predicting  a  stock  market  col- 
lapse. But  before  Black  Thursday- 
Friday  no  one  expected  such  a  spec- 
tacular send-down." 

"When  John  Bookout  took  over  [as 
CEO]  in  1976,  Shell  ranked  seventh 
in  the  industry  in  net  profits.  By  last 
year  it  had  moved  to  fourth  place, 
with  net  of  $1.65  billion — even 
though  rivals  like  Texaco,  Mobil  and 
Chevron  had  purchased  profits  in  the 
marketplace  through  huge  acquisi- 
tions— Texaco  of  Getty,  Mobil  of 
Superior,  Chevron  of  Gulf.  Shell,  by 
contrast,  generated  its  earnings  gains 
almost  entirely  internally."  M 
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We  sometimes  receive 
letters  from  businessmen 
who  say  they  are  "too 
busy  to  read. v  ^Ihe  man 
who  is  utoo  busy  to  read" 
is  never  likely  to  lead. 
The  executive  who  aspires 
to  success  must  keep  himself 
well  informed.  His 
reading  must  not  be  con- 
fined to  the  reports  of 
his  own  business  laid  on 
his  desk,  or  to  strictly 
trade  journals,  or  to 
newspaper  headlines.  He 
must  study  what  is going 
on  throughout  his  own 
country  and  throughout 
the  world.  He  must  not 
remain  blind  to  financial, 
industrial,  economic 
trends,  evolutions, 
revolutions. 

-B.C.  Forbes 


A  Text  .  .  . 

If  we  say  that  we  have 
no  sin,  we  deceive 
ourselves  and  the  truth 
is  not  in  us.  If  we 
confess  our  sins,  he 
is  faithful  and  just 
to  forgive  us  our  sins, 
and  to  cleanse  us  from 
all  unrighteousness. 
-I  John  1:8-9 


Sent  in  by  Mark  Simonetti, 

Roseboro,  N.C. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Everything  remembered  is 
dear,  endearing,  touching, 
precious.  At  least  the  past 
is  safe — though  we  didn't 
know  it  at  the  time.  We 
know  it  now. 
-Susan  Sontag 


Nothing  changes  more  con- 
stantly than  the  past;  for 
the  past  that  influences  our 
lives  does  not  consist  of 
what  happened,  but  of  what 
men  believe  happened. 
-Gerald  W.  Johnston 


The  past  is  the  only  dead 
thing  that  smells  sweet. 
-Cyril  Connolly 

It  is  sadder  to  find  the 
past  again  and  find  it  in- 
adequate to  the  present  than 
it  is  to  have  it  elude  you 
and  remain  forever  a  harmon- 
ious conception  of  memory. 
-F.  Scott  Fitzgerald 

Nothing  impresses  the  mind 
with  a  deeper  feeling  of 
loneliness  than  to  tread 
the  silent  and  deserted 
scene  of  former  flow  and 
pageant. 

-Washington  Irving 


Who  controls  the  past  con- 
trols the  future;  who  controls 
the  present  controls  the  past. 
-George  Orwell 

This  only  is  denied  even  to  God: 
the  power  to  undo  the  past. 
-Agathon 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


We  are  well  advised  to  keep 
on  nodding  terms  with  the 
people  we  used  to  be,  whether 
we  find  them  attractive  company 
or  not.  Otherwise  they 
turn  up  unannounced  and  sur- 
prise us,  hammering  on  the 
mind's  door  at  4  a.m.  of  a 
dark  night  and  demand  to 
know  who  deserted  them, 
who  betrayed  them,  who  is 
going  to  make  amends. 
-Joan  Didion 

The  past  is  a  funeral  gone  by. 

-Edmund  Gossf. 

The  true  picture  of  the  past 
flits  by.  The  past  can  be 
seized  only  as  an  image  which 
flashes  up  at  the  instant 
when  it  can  be  recognized 
and  is  never  seen  again. 
-Walter  Benjamin 

One  may  return  to  the 

place  of  his  birth, 
He  cannot  go  back 

to  his  youth. 

-John  Burroughs 

The  past  is  only  the  present 
become  invisible  and 
mute;  its  memoried  glances 
and  its  murmurs  are 
infinitely  precious. 
-Mary  Webb 

We  are  not  free  to  use  today, 
or  to  promise  tomorrow, 
because  we  are  already 
mortgaged  to  yesterday. 
-Ralph  Waldo  Emerson 

Man  is  a  history-making  creature 
who  can  neither  repeat  his 
past  nor  leave  it  behind. 
-W.H.  Auden 

I  said  there  was  but  one 
solitary  thing  about  the 
past  worth  remembering  and 
that  was  the  fact  that  it 
is  past — can't  be  restored. 
-Mark  Twain 
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less  of  our  company  resources, 


Their  flexible  staffing  solutions 


Janu  s  ).  Wilk,  Sr.  Vice  President,  Human  Resources  and  Administrate 
Services,  Health  Systems  International,  hu 


es,  Health  Systems  International,  Inc.  -m  •  ^ 

aise  quality  and  lower  costs  -  it  s 


a  perfect  partnership.^  G] 


Health  Net*"  one  of  America's  largest  managed  care 
organizations,  is  in  a  radically  changing  industry.  To 
help  control  costs  and  maintain  high  quality  service, 
Health  Net  sought  new,  innovative  staffing  solutions. 
"It  was  Olsten  to  the  rescue,"  says  Jim  Wilk. 

"Prior  to  choosing  Olsten  as  our  staffing  partner," 
he  says,  "different  departments  worked  with  a  variety 
of  temporary  services.  Now  we're  more  efficient.  We 
have  a  master  vendor  -  right  here  on  site  -  that  knows 
the  type  of  people  and  skill  levels  we  need.  They  even 
know  our  software  and  training  procedures. 

"Olsten  manages  a  quarter  of  our  workforce.  As 
a  result,  we're  more  flexible,  provide  better  service  - 
and  we  saved  over  a  million  dollars  last  year. 

"The  proof  is  in  the  performance,"  says  Wilk. 
"Olsten  came  in  and  delivered  on  their  promises.  In 
24  years,  I've  never  seen  a  partnership  work  better." 


With  more  than  700  offices,  Olsten  Staffing 
Services  meets  the  diverse  needs  of  its  global  clients 
with  supplemental  staff  across  the  spectrum  of  job 
skills.  As  part  of  Olsten  Corporation,  one  of  the 
largest  human  resource  services  providers  in  the  world, 
we  deliver  superbly  trained  personnel,  solid  on-time 
performance  and  a  full  range  of  staffing  services. 


THE  ONE  CALL  THAT  WORKS 


1-800-WORK  NOW 


Olsten 

Staffing  Services5 


America  is  going  to  work  with  uss 


Visit  US  at  http://WWW.W0rkn0W.C0m  ©1996  Olsten  Corporation  £0E  M/F/DA/  -Health  Net  is  a  subsidiary  ot  Health  Systems  International,  Inc. 
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wheels  and  listen  to  Big  Band.  Right?  Wro 
Yeah,  it's  smooth,  roomy,  and  comfortable.  Bi 
in  mind  when  they  designed  it.  Now  as  far  as  E 
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Health  Net1;'  one  of  America's  largest  managed  care 
organizations,  is  in  a  radically  changing  industry.  To 
help  control  costs  and  maintain  high  quality  service, 
Health  Net  sought  new,  innovative  staffing  solutions. 
"It  was  Olsten  to  the  rescue,"  says  Jim  Wilk. 

"Prior  to  choosing  Olsten  as  our  staffing  partner," 
he  says,  "different  departments  worked  with  a  variety 
of  temporary  services.  Now  we're  more  efficient.  We 
have  a  master  vendor  -  right  here  on  site  -  that  knows 
the  type  of  people  and  skill  levels  we  need.  They  even 
know  our  software  and  training  procedures. 

"Olsten  manages  a  quarter  of  our  workforce.  As 
a  result,  we're  more  flexible,  provide  better  service  - 
and  we  saved  over  a  million  dollars  last  year. 

"The  proof  is  in  the  performance,"  says  Wilk. 
"Olsten  came  in  and  delivered  on  their  promises.  In 
24  years,  I've  never  seen  a  partnership  work  better." 


With  more  than  700  offices,  Olsten  Staffing 
Services  meets  the  diverse  needs  of  its  global  clients 
with  supplemental  staff  across  the  spectrum  of  job 
skills.  As  part  of  Olsten  Corporation,  one  of  the 
largest  human  resource  services  providers  in  the  world, 
we  deliver  superbly  trained  personnel,  solid  on-time 
performance  and  a  full  range  of  staffing  services. 


THE  ONE  CALL  THAT  WORKS 


1-800- WORK  NOW 


\  Olsten 

Staffing  Services5 


America  is  going  to  work  with  us 


Visit  US  at  http:// WWW. W0rkn0W.C0m  ©1996  Olsten  Corporation  E0E  M/F/D/V  'Health  Net  is  a  subsidiary  of  Health  Systems  International.  Inc. 


FACTS  ARE  FANG  i 


Facts  are  like  wishes.  You  can't  count  on  them  to 
make  things  happen.  They  just  aren't  reliable  as 
projectable  information.  To  meet  your  marketing 
objectives  takes  something  more.  At  Polk,  we  believe 
it  takes  multi-dimensional  intelligence  to  gain  real 
insight  into  consumers'  perceptions  and  habits. 
Multi-dimensional  intelligence  is  the  sum  of  our 
superior  data,  technical  proficiency  and  diagnostic 
savvy.  It  is  present  in  every  Polk  direct  marketing, 


database  management  and  market  analysis  product. 
Multi-dimensional  intelligence  enables  you  to  build 
your  market  strategy  on  the  most  sophisticated  and 
comprehensive  consumer  information  available.  For 
a  fully  dimensional  portrait  of  your  customers  and 
prospects,  come  to  the  company  that  has  spent  the 
last  125  years  perfecting  its  data  and  diagnostic 
capabilities.  Because  in  the  end,  it's  not  the  information, 
it's  the  intelligence  behind  it.  Call  800  635-5522. 


Multi-Dimensional  Intelligence'" 


In  an  industry  where  companies  rise  and  fall  overnight,  it' 
to  know  there's  one  with  something  behind  it. 


cer.  Over  20jears  old.  And  nearly  $6  bdlion  strong,  last  time  we  checked. 


The  new  Acer  Aspire"  2000  Series 


AceR  <♦ 


Afresh  perspective. 

1- 800-558- ACER  www.acer.com/aac/ 


S  Acer,  Inc.  All  rights  reserved.  Acer  and  the  Acer  logo  are  registered  trademarks  and  Aspire  is  a  trademark  of  Acer  America  Corporation  and  Acer  Inc.  The  Intel 
•  Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  Microsoft,  Windows  and  Windows  logo  are  registered  trademarks  oi  Microsoft  Corporation. 


oes  your  business  network 


tie  together  all  kinds  of 


business  applications  and 


Novell  Networks  Conne 
The  Fifty-Five  Milli 


software?  Or  just  one  brand? 


The  one-vendor  approach 


is  too  limiting,  because  real 


corporate  com- 


in  u  nicatt  o  n  s 


require  access  to 


all  computers, 


applications,  printers,  in 


telligent  devices,  and  the 


In  tcmct  /in  tra  net.  Today, 


Novell    networks  connect 


everything  for  55  million 


users.  And  it's  very  easy 


to  manage  tlnse  incred- 


ible varieties  o)  resources 


©  1986  Novell.  Inc  All  rights  reserved  Novell  h  >  registered  nidemirk  md  Everything  j  Connected.  Novell  Di 


thanks  to  Novell  Directory 


echnologyAs  Diverse  As 
eople  Who  Use  Them. 


fi/*d  Reseller  are  tiademarki/iervicemaflii  ol  Novell  Inc  >n  ihe  United  Suiei  and  other  counttiei 


Services'."  How  can  funda- 
mental networking  ideas  so 
far  apart  exist  in  a  world 
that  needs  to  he  pulled  to- 
gether? Choose  the  network 
that  can  stretch 
out  and  grab 
it  all.  Novell. 
The  network 
software  company.  So  don't 
delay,  be  sure  to  check  out 
http://www.novell.com  or 
call  1-800-289-6685  and 
ask  for  the  Novell  Platinum 
Authorized  Reseller  near  you. 

Novell 

Everything's  Connected « 


If  you  make  your  own  investment 
decisions,  why  pay  a  high  commission 
just  to  place  a  trade? 

E*TRADE  connects  you  to  the  markets  through  your  PC  or  phone 
for  a  fraction  of  the  cost  of  traditional  brokers. 

Get  free  quotes  and  place  stock  or  options  orders  24  hours  a  day. 
Pay  no  connect-time  fees  for  Web  access  to  your  account.  Have 
easy  access  to  your  money  with  free  checking.  And  the  assets  in 
your  account  are  protected  up  to  $10  million.1"1' 

Compare  our  combination  of  state-of-the-art  technology  and  low,  low 
commissions.  You'll  see  why  E*TRADE  is  the  smarter  way  to  trade™ 


Compare  our  Low  Commissions: 


100  Shares 
@  $40 

5000  Shares 
@$20 

Averag 
Commiss 

ETRADE  Listed1 
E*TRADE  OTC 

$1495 
S19.95 

$14.95 
SI9.95 

$18- 

e.  Schwab 

$29.95 

$150 

S32.4 

Lombard  Institutional 

$34 

$100 

S38.2 

PCFN 

$40 

$200 

$76.21 

Schwab 

$55 

$265 

S89.7 

^ TRADE 


Visit  our  Web  site  at  www.etrade.com 
or  call  1-800-786-2573 

Access  us  via  the  Internet,  CompuServe,  touchtone  phone  or 

direct-modem  connection 


E'TRADE  SECURITIES  INC 
AMERICA  S  ELECTRONIC  BROKERAI 


tE 'TRADE  limit  and  stop  orders  are  $19  95  Add  $15  for  broker-assisted  trades  Options  are  only  $20  plus  $1  75  per  contract  ($29  minimum  per  trade)  Connect  charges  and  tolls,  if  any,  from  your  Internet  prej 
still  apply  Customers  who  access  us  by  direct-modem  connection  or  touchtone  phone  pay  a  flat  rate  of  $0  27  per  minute  and  are  credited  12  minutes  of  free  connect  time  with  every  executed  trade  With  this 
H,  active  traders  may  pay  nothing  for  connect  time  Comparative  rates  are  based  on  a  3/27/96  phone  survey  Average  commissions  were  calculated  using  5,000  actual  trades  made  on  2/23/96  through  E*TH 
'•■  firms  may  offer  special  discounts  or  services  not  available  at  E*TRADE.  tt$50O,0O0  account  protection  is  provided  by  SIPC,  of  which  $100,000  may  be  in  cash  The  remaining  $9  5  million  is  provided 
dependent  insurer  Account  protection  does  not  cover  the  market  risks  associated  with  investing  ©1996  E-TRADE  Securities.  Inc.  Member  SIPC  and  NASD  Mp 
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'ULL-DOWN  MENU 

|  O  Editor's  Letter:  The  2<t  Rolls- 

I  w  Royce  Critics  carp  that 
omputers  are  "elitist"  because  they 
ast  too  much.  Fact:  Measured  by  bang 
jr  the  buck  and  the  power  to  turn 
ieas  into  profit,  they're  phenomenally 
tieap  and  dramatically  democratic, 
v  Rich  Karlgaard 
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Letters  to  ASAP 


The  Unknown  Entrepreneur: 
Step  4:  Cash  Fast  The 

^ventures  of  our  digital  Oliver  take  a 
ew  twist,  to  the  plaintive  cry,  "Please, 
r,  may  I  have  some  more?" 
y  Mo  Schumpeter 

%  f  Game  Plan:  Home  Sweet  Huddle 

■  \J  Back  with  the  San  Francisco 
9ers  as  an  adviser,  a  championship 
:>ach  learns  the  wary  ways  of  the 
msultant.  By  Bill  Walsh 

>  A  Tne  Big  Picture:  Flexibility  Rules 

)w  Public  policy  must  recognize 
lat  the  strict  boundary  between 
le  workplace  and  home  is  mostly 
leaningless  for  knowledge  workers, 
y  Virginia  I.  Postrel 

*     The  Two  Marketeers:  Intimate 
)*■  Exchange  By  employing 
earning  relationships"  and 
:ommunity  knowledge,"  marketers  can 
iticipate  desires  their  customers  don't 
;t  know  they  have.  By  Don  Peppers  and 
tartha  Rogers 


A  *4  Fund  Finder  Looking  for  a  few 

tt  I  good  funds?  With  more  than 
8,000  to  choose  from,  you  should  be 
looking  for  a  good  fund-picking 
program.  We  did.  By  Michael  Gianturco 

«4  O  f  Legends:  Adele  Goldberg  As 

I  ww  an  influential  member  of  the 
brilliant  boys'  club 
known  as  Xerox  PARC 
in  the  1970s,  this 
pioneering  woman  was 
present  at  the  creation, 
and  then  some. 
By  Umberto  Tosi 

-4      Q  The  Value  Chain:  Information 

I  W  O  Sage  If  we  don't  understand 
exactly  what  the  digital  revolution  is 
overturning,  a  lot  of  investment  money 
will  go  down  some  very  outmoded 
tubes.  By  William  Davidow 

-|  i  A  Mores:  The  Basilica  Chip 

I      V  George  Gilder  compares  the 
microchip  to  the  cathedrals  of  the 
Middle  Ages.  One  admiring 
colleague  cannot  say, 
"Amen."  By  Owen 
Edwards 


-4  A  A  The  Peters  Principles:  Know 
I  TrT'Thy  Service  It's  easy  to  find 
out  how  to  inject  creativity  into  the 
process  of  building  things.  But  what 
about  the  forgotten  90%  of  us  who  still 
work  in  classic  "staff"  departments? 
By  Tow  Peters 


SMALL  BUSINESS 

f%  A  Breaking  Away:  Tool  Time  Up  in 
w"the  Canadian  woods,  automotive 
machine  tool  designer 
Roy  Merkley  has 
perfected  the  art  of 
phoning  it  in. 
By  Albeit  Warson 

IT  STRATEGIES 

A      Mail  Drag  You'll  need  more  than 
wa  whip  and  a  chair  to  tame  the 
email  beast.  Fail,  and  it  may  eat  you 
alive.  By  David  Strom 

FEATURES 

P*  i\  UUNet's  IPO  Millionaires  At  a 

WW  Virginia-based  company  that 
provides 
Internet 
access  to 
businesses, 
a  hot  stock 
offering  and 
acquisition  by 
a  high  roller 
gave  40 

employees  a  chance  to  do  a  little  impulse 
buying.  Photographs  by  Molly  Roberts 

Q  A  ASAP  Interview:  Steve 

Case,  AOL  CEO  America 
Online  continues  to  grow, 
and  so  do  its  problems. 
The  Net  threatens,  a 
new  president  quits,  the 
stock  drops,  and  then  the 
whole  system  goes  blooey 
for  a  day.  Could  AOL  end  up 
DOA?  Time  for  a  little  chat 
with  the  man  at  the  top. 
By  Gene  Koprowski 
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Hatred:  An  Update  Chief 
executives  and  their 

information 
honchos 
speak 
different 
languages  and 
serve 
different 
agendas. 
Their  one 
commonality 
is  a  sense  of 
deep  mutual 
animosity.  So  how  goes  this  endless 
family  feud?  By  Lisa  Alcalay  Klug 

1f\£*  Altered  States  A  staggering 
ww  85%  of  large  companies  have 
intranets  or  are  developing  them.  With 
rapid  proliferation,  the  big  question  is, 
Who's  in  charge?  By  Gene  Koproavski 

flThe  Technology  Bermuda 
I  vTriangle  Before  the  fall,  a  new 
generation  of  Yankee  traders  was 

turning  brains  into 
IPOs  and  IPOs  into 
money  (slaves,  sugar, 
and  rum  being 
passe).  Some 
-   will  thrive, 
I  some  will 
disappear 
a  without  a 
trace.  By 
Howard 
Anderson 

11/  Like  Us 

Greed  worked  in 
die  1980s,  but  in  the  1990s 
big  money  was  supposed 
to  be  an  afterthought.  Oh 
yeah?  By  Po  Branson 

-g  f%A  World  War  3.1  The  tech- 

I  Xi^toting  troops  of  the  U.S. 
peacekeeping  force  in  Bosnia,  wired  and 
wily,  are  field-testing  the  future  of 
combat.  Dispatches  from  our  man  at 
the  front.  By  Richard  Rapaport 


COVER  STORY 

f  J-  The  New  Tech  Elite  I  ligh  tech 
WW  startups  are  often  founded  by 
twenty-something 
programmers  who 
think  M.B.A.  means 
Men's  Basketball 
Association.  When  it's 
time  to  do  business,  a 
very  special  CEO  is 
required.  Here's  who 
they  are,  and  how 
they're  doing. 
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What  It 
Takes 

Sometimes  putting  a 
promising  young  technology 

company  on  a  solid  footing  is 
more  like  baby-sitting 
brilliance  than  business  as 
usual. 
This  job  is 
definitely 
not  your 
father's 
corner 
office. 
By  Clint 
Willis 

£L  Q  High  Tech's  Headhunters 

QO  Convincing  executives  who 
already  earn  plenty  of  money  to  take 
big  chances  isn't  easy.  Two  mega- 
recruiters  make  it  happen 
all  the  time.  By 
Michelle 
--  Jeffers 


7  Awhy  They  Fail  Even  Bil1  Gates 

/  Vscrews  up,  but  $7  billion  in  cash 
provides  a  Microsoft  landing.  For  less 
insulated  CEOs,  however,  one 
major  mistake 
may  be 
fatal 

*1 


^#^Best  of  Breed  Remember  these 
m  Ainames:  Barksdale,  Campbell, 
Conrades,  Ingari,  Koogle.  They  may 
the  best  of  a  whole  new  breed. 
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Thirty  Who  Matter  A  vogue  gall< 
of  the  key  high  tech  execs  who 
swim  wit 
the  shark 
run  with 
the  wolvt 
go  for  th( 
gold,  and 
at  the 
same 
time 
provide 
informa- 
tion-age 
prodigies 
with  som 
needed 
grown  -ur, 
supervisic 


#>  ^  Five  to  Watch  The  wow  is  out  oj 

✓  Mm  the  tech  IPO  market  for  now,  but 
keep  an  eye  on  these  incipient  stars. 
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Find  Hotel 


IntroducinsAmerican's 

Terminal, 


Beginning  today,  you  can  fly  the  American  Airlines  Interactive  Travel  Network™  right  from  your  own  personal 
computer.  Our  new  line  of  AAccess™  software  programs  allows  you  the  most  ways  to  plan  and  purchase 
travel,  check  flight  status,  arrange  seating  upgrades  on  American,  review  AAdvantage"  program  information 
and  more.  All  from  the  comfort  of  your  desktop.  Or  laptop,  as  the  case  may  be.  All  with  no  service  charges 
or  connection  fees*  To  order  Personal  AAccess™  software,  just  give  us  a  call  at  1-800-AACCESS.  For  PC  users 
with  VoiceView  software,  select  the  AA  button  in  the  main  menu.  For  «  rv\£\w\^r%rs  A  !rlinAc> 
Internet  users,  visit  AAccess  via  the  Web™  at  http://wwwamericanair.com  MlTl©riC3n/\inin©S 

Something  special  in  the  air" 


Easy-To-Use  On-Line  Travel  Planning 

Choose  from  Personal  AAccess,  AAccess  via  the  Web  or 
AAccess  VoiceView"'  to  purchase  tickets  to  over  400  U.S.  destina- 
tions on  many  major  airlines.  With  Personal  AAccess,  reserve  rooms 
at  over  16,000  hotel  properties  and  reserve  rental  cars  from  over  20 
companies.  And  coming  soon,  Corporate  AAccess  -  Powered  by 
SABRE'",  designed  for  corporate  travel  planning  and 
management. 


AAdvantage  Account  And  Award  Information 


Personal  AAccess  and  AAccess  via  the  Web  make  it  simple 
for  AAdvantage  program  members  to  review  their  accounts.  Just 
go  on-line  to  check  your  current  AAdvantage  mileage  posted,  as 
well  as  determine  which  awards  you  qualify  for  based  on  your 
current  mileage. 


Real-Time  24-Hour  Travel  Information 


With  our  AAccess  Gates  &  Times  feature,  you  can  review  the  most 
up-to-the-minute  arrival,  departure  and  gate  information,  as  well  as 
baggage  claim  location  for  any  American  or  American  Eagle"  flight. 
And  you  can  do  it  whenever  you  want,  day  or  night. 


Special  AAdvantage  Bonus  Offer 


From  now  through  December  31,  1996,  AAdvantage  members 
will  receive  an  additional  500  bonus  miles  for  each  round  trip 
they  purchase  and  complete  on  American  Airlines  or 
American  Eagle  using  Personal  AAccess,  AAccess  via  the  Web 
or  AAccess  VoiceView. 
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AAccess  via  the  Web 
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Ticketing 


l#grade 


Copy  Plan 


Open  Pla 
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On-line  Help 


imcrican  Airiincs.Amcnran  Eagle  and  AAilvjnujit- are  a-Kistc  rt-il  trademarks,  and  AA<  i  cs.s,  R  rv  >nal  AAtct^s.Mties.\mdieVt^.AAttcss\bkeView,Coq)l  irate AAo 

'  itmns,  travel  awards 
use  Personal  AAuc- 


unencan  Eagle  is  Amenx  an  s  regional  airline  awxialc  Amen<  an  Airlines  reserves  (he  right  in  change  AAdvantage  program  rules,  regulatK 
tivinal  AAt  i  es.sisnlTeredfrec(()AAdv-;inugemerrilx-rs.  plus  $<>     shipping  and  handling    Mlure  are  nn  service  charges  or  tonnet  (inn  fees  to  u 


Personal  AAccess 
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id  special  oners  u  any  time  without  notice,  and  to  end  ihe  AAdvantage  program  with  six  months  notice 
oftware  through  12/31/96;  however,  AAccess  via  the  Web  requires  an  on-line  semcc  nr  Internet  semt  e  pr»  >vidcr 
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Why  is  Open  Market  the  only  company  that  has  taken  the  wrinkles  out  of  Internet  commerce?  Our  goal  from 
day  one  was  to  develop  commerce  software  for  the  internet.  and  unlike  other  companies,  our  software  is  available 
roday.  in  fact,  some  of  the  world's  most  successful  companies  are  already  using  our  secure,  scalable  internet 

commerce  solutions  to  do 
business  with  other  companies 
and  consumers.  wlth  these 
solutions,  larger  companies  can 
manage  not  only  payment 
processing  but  every  aspect  of 
Internet  business  transactions. 
And  smaller  companies  can 
reap  the  benefits  of  internet 
commerce  while  outsourcing  the 
complexity,  allowing  them  to 

FOCUS  ON  WHAT  THEY  DO  BEST.  In 

short,  Open  Market  fits  your 
needs  no  matter  what  size 

YOU  ARE. 

to  iron  out  your  own 
Internet  commerce  solution, 
visit  our  website  at 
www.openmarket.com/wrinkle. 
or  call  i-888-open-mkt. 


Open  Market 
Z/fj  First  Street 
Cambridge,  MA  01x4.1 
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!#  ARE  Internet  Comment. 


Imagine  Your  Company  Working  Like  This. 
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Application  Plus  "  is  the  integrated  enterprise 
software  that  makes  all  your  systems  work  as  one. 
Smoothly  and  toward  a  single  objective. 

Application  Plus  turns  complex  functions  into 
a  simple  operation.  So  that  everyone  in  your 
organization  can  get  the  information  they  need, 
when  and  how  they  need  it,  and  share  it  with  those 
who  need  to  know. 

Application  Plus  gets  to  work  quickly, 
managing  your  enterprise  with  proven,  trouble-free 
reliability,  no  matter  what  your  hardware,  operating 
or  database  system. 

Managing  software  has  suddenly  gotten  a  lot 
easier.  Now  what  more  could  you  ask? 


Daly&Vfoleott: 


Daly  &  Wolcott,  Inc.,  21st  Floor,  One  Hospital  Trust  Plaza,  Providence,  RI 02903 
Telephone:  (800)  343-2414,  ext.  336,  Fax:  (401)  351-8484 

Or  visit  us  at  http://www.dalywolcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 


Editor's  Letter 


rkarlgairdemdmiil.com 


THE  2C  ROLLS-ROYCE 

With  digital's  miraculous  bang  for  the  buck,  an  "elitist" 
is  anybody  who  wants  in.  By  Rich  Karlgaard 


Prosperity  in  the  digital  age  will  be  mostly  a  mat- 
ter of  attitude.  Put  another  way,  prosperity  will  soon 
be  all  in  the  head. 
This  idea  should  not  surprise  us.  After  all,  the  key 
products  of  the  information  age,  as  well  as  their  underlying 
architectures,  are  almost  purely  cerebral  creations.  Take  a 
good  look  at  browsers,  search  engines,  spreadsheets,  oper- 
ating systems,  even  microprocessors.  You  won't  find  too 
much  value  in  the  physical  part  of  these  products;  you'll  find 
it  under  the  hood,  sparkling  in  their  intangibles — their  coded 
intellectual  brilliance. 

Moreover,  the  output  from  all  these  information  tools  is 
similarly  nonphysical.  The  purpose  of  a  good  inventory  man- 
agement system  is  to  reduce  physical  components.  Ware- 
houses shrink,  fewer  trucks  are  needed  to  haul  the  same 
amount  of  goods.  Less  gasoline  is  burned. 

Let's  stop  and  think  about  this  for  a  minute.  Something 
really  profound  is  happening  here. 

As  the  balance  of  value  of  any  product  or  service  moves 
from  the  physical  to  the  informational,  what  happens?  The 
costs  of  the  means  of  production  drop.  And  thus  drop  the 
barriers  to  entry.  Today,  across  many  industries,  entry  bar- 
riers are  collapsing  to  the  cost  of  a  PC,  a  modem,  an  email 
account,  a  Net  service  provider,  a  copier,  a  printer,  a  fax, 
and  a  phone.  For  about  $5,000  anyone  can  own  the  means 
of  production  in  the  digital  age.  The  chip  has  turned  Karl 
Marx  on  his  woolly  head. 

And  that's  the  cost  of  owning  new  stuff.  Used  computers 
and  peripherals  are  laughably  cheap.  Thumbing  through 
this  morning's  classified  ads,  I  find  a  dozen  486  PCs  and  Mac 
LCs  for  $500  or  less.  Many  churches  and  nonprofits  get  them 
for  free.  It's  simply  more  convenient  for  the  previous  owner 
to  take  a  charitable  deduction. 

Too  expensive,  shout  the  critics!  The  PC  and  the  Inter- 
net are  affordable  only  to  the  elite!  You  (the  digerati)  are 
splitting  the  world  permanently  into  haves  and  have-nots! 
Income  disparity  will  worsen.  Society  will  rupture. 

Recently,  I  heard  this  charge  from  a  panelist  so  ignorant 
of  PC  economics  that  he  claimed  PC  prices  were  ...  rising! 
He  had  never  heard  of  Moore's  Law.  He  did  not  know  that 
a  1946  Rolls-Royce,  had  it  followed  the  same  price  and  per- 
formance trends  as  a  1946  computer  to  the  present,  would 


cost  2  cents  and  travel  at  the  speed  of  light. 

Funny,  but  no  one  throws  the  word  elitism  at  the  auto- 
mobile industry.  Yet  an  average  new  car  today  costs  around 
$20,000.  And  a  driver  will  pay  upwards  of  $500  a  month  to 
gas,  service,  and  insure  that  car  over  its  first  four  years. 
That's  about  $24,000! 

By  contrast,  a  new  Pentium  133  PC  costs  about  $2,000. 
The  average  email  user  spends  about  $20  a  month.  (I  spend 
$60  to  $100.) 

What  kind  of  a  car  would  $2,000  fetch  you  today?  Not 
a  car  that  would  brand  you  "elite."  How  about  a  1988  Toy- 
ota pickup  with  a  rebuilt  transmission?  Or  a  1986  Buick 
Roadmaster,  rusted,  dented,  rips  in  the  upholstery,  air  con- 
ditioner shot,  with  130,000  miles  on  it? 

(How  would  you  like  to  launch  your  sales  career — no 
salary,  commissions  only — while  sweating  from  appoint- 
ment to  appointment  in  an  overheated  1986  Buick?) 

Strange,  isn't  it?  That  digital  prosperity  has  become  ac- 
cessible to  the  many  rankles  a  lot  of  people.  A  loony  coali- 
tion of  the  far  right  and  the  far  left,  from  Pat  Buchanan  to 
Ross  Perot  to  David  Bonior,  imagines  that  the  new  econ- 
omy shuts  out  their  voters.  Rather  than  see  digital  prosper- 
ity as  a  deep  well  of  opportunity,  they  see  it  as  a  kind  of  con- 
spiracy of  global  elitists  to  be  regulated,  taxed — perhaps  even 
bombed — out  of  existence. 

These  dubious  champions  of  the  common  man  stretch 
back  into  history.  "I  can  imagine  no  greater  instrument  of 
counterrevolution  in  our  time,"  Stalin  told  Trotsky  in  the 
early  years  of  the  revolution,  as  he  rejected  Trotsky's  pro- 
posal to  build  a  Sovietwide  telephone  system.  Thus  think 
today's  antidemocrats  about  PCs  and  the  Internet. 

But  the  facts  say  otherwise.  Upward  mobility  is  now  at- 
titudinal,  not  fixed  forever  by  one's  economic  status — and, 
by  the  way,  the  modern  tools  are  cheaper  by  the  month. 
This  is  the  economic  story  of  our  age.  What  great  poten- 
tial lies  in  that!  But  we  must  get  the  message  out,  especially 
to  poorer  Americans  who  are  being  cynically  exploited  by 
modern-day  Luddites  and  Marxists. 

And  we  must  reshape  institutions  such  as  public  schools 
and  the  tax  code  that  now  discourage  a  positive  digital  atti- 
tude. Send  us  your  ideas.  ■ 
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In  the  hard  disk  drive  market,  data  access  is  measured  ii 
milliseconds  and  product  life  cycles  are  measured  in  months 
And  with  a  forecast  of  30-percent  growth  and  1996  shipment! 
over  115  million  units,  there  is  no  room  for  error. 

That's  why  leading  drive  manufacturers  are  turning  t<j 
Digital  Signal  Processing  Solutions  from  Texas  Instruments.  Ir 
fact,  four  of  the  top  five  hard  disk  drive  makers  are  using  T 
DSP  Solutions  to  create  unique  disk  drive  designs  that  delivei 
better  performance,  while  meeting  the  price  points  a  cost 
sensitive  market  demands. 

With  multimedia  applications  creating  an  insatiable 
L  demand  for  more  capacity  and  higher  performance! 


Tl      DSP  SOLUTIONS 

We've  got  great 
things  in  store  for 
our  customers. 


And  theirs. 


"We  needed  an  integrated  DSP 
Solution  to  deliver  real-time  '- 
disk  drive  performance  to 
the  mainstream  market" 


\ 


Ron  Verdoorn, 
Executive  Vice  President, 
Chief  Operating  Officer, 
Storage  Products  Group, 
Seagate  Technology,  Inc. 


DSP  Solutions  put  Seagate  Technology  on  the  fast  track.  By 
egrating  flash  memory  on  a  customizable  DSP  (cDSP™), 
igate  was  able  to  significantly  reduce  semiconductor  compo- 
rt count,  improving  manufacturing  efficiency  and  increasing 
ability.  With  TI  DSP  Solutions,  Seagate's  Medalist  "  series  of 

d  disk  drives  was  the  first  to  break  the  two-gigabyte  storage 

I 

rier  for  the  mainstream  desktop  market. 
Plus,  TI  worldwide  manufacturing  capability  delivered  the 
ifidence  that  they  could  quickly  ramp  to  volume  in  a  mar- 
known  for  rapid  technological  change.  A  competitive 
;e  that  has  helped  Seagate  remain  the  revenue  leader  in  a 
)-billion  market. 


From  multimedia  to  wireless  communications,  TI  DSP 
Solutions  are  changing  the  way  we  live,  learn,  work  and  play. 
Not  to  mention  giving  you  the  capacity  to  exceed  expectations. 

Visit  us  on  the  Internet  at  http://www.ti.com/dsps 


EXTENDING       YOUR  REACH 

Texas 
Instruments 


Extending  Your  Reach  and  cDSP  are  trademarks  <>f  Texas  Instruments  Incorporated.  08-1863 

Medalist  is  .1  trademark  of  Seagate  Terhnolnfty.  Ine  ©  TI 


Letters  to  ASAP 


Version  999.1 

Thanks  for  publishing  the 
999th  version  of  the  old  story 
about  the  New  York  Stoc  k 
Exchange  being  on  the 
"endangered  list"  ["Megatech 
Meets  the  Big  Grapple!" 
August  26].  Sorry  to  disap- 
point, hut  there  are  flaws  in 
your  story:  (1)  that  the  NYSE 
has  such  a  problem  and 
(2)  that  the  problem  is  "cling- 
ing to  the  past."  If  your 
analysis  had  been  less  superfi- 
cial you  could  easily  have 
found: 

•The  NYSE  is  a  completely 
different  marketplace  than  it 
was  even  10  years  ago — more 
than  half  our  listed  companies 
came  in  the  past  decade.  Our 
volume  has  doubled.  We  now 
represent  six  out  of  every 
seven  dollars  in  the  U.S. 
capital  markets. 
•The  NYSE  will  double  its 
size  again  in  the  coming 
decade  as  non-U. S.  compa- 
nies, now  nearly  10%  of  our 
market,  seek  access  to  capital 
through  what  has  become  the 
global  exchange. 
•  None  of  this  would  have 
been  or  will  be  remotely  pos- 
sible without  an  entirely  well- 
conceived  program  of  high 
technology  systems,  integrat- 
ed into  the  world's  most  effi- 
cient auction  marketplace. 

It  is  difficult  to  fathom 
how  Forbes  ASAP,  a  publica- 
tion with  a  reputation  for 
sophistication  in  the  area  of 
high  technology,  could  have 
missed  the  real  story  by  such 
a  spread.  Was  it  because  of 
the  broker  who  said  wearing  a 
headset  gives  him  a  headache 
and  impedes  drinking  water? 
ANDREW  A.  YEMMA 
Vice  President, 
Media  Relations 
The  New  York 
Stock  Exchange 

True...  but  your  letter  reminds 
us  a  littie  uncomfortably  of  a 
mid-1 980s  Time  magazine 
cover  on  IBM,  called  "The 
Colossus  That  Works. " — Eds. 

Super-Duper 

This  issue  of  Forbes  ASAP  is 
truly  full  of  enlightened  writ- 


ers and  thinkers.  I  started 
reading  it  this  morning  and  it 
is  now  S  p.m.  I  have  only  put 
the  thing  down  to  take  care  of 
a  few  "honey  do's"  my  wife 
requested. 

Anyway,  after  I  read  the 
whole  thing,  I  came  back  to 
Virginia  Postrel's  article 
"The  Big  Uneasy"  [August 
26].  Thank  you  for  opening 
my  eyes  and  help 
ing  me  to  see 
something  in  a 
different  light.  I 
own  an  insurance 
brokerage  firm 
and  for  a  few 
years  now  have 
been  fighting  a 
formidable  foe 
such  as  the  Barne 
&  Noble  and  the 
virtual  online 
superstore  Amazon.com  she 
writes  about.  Reading  your 
article  it  hit  me — whammo — I 
prefer  to  shop  at  Barnes  & 
Noble,  too.  So  instead  of 
fighting  the  current,  why  not 
go  with  the  flow  and  open  up 
new  "insurance  brokerage 
superstores"  online  and  at 
intersections  throughout  the 
West  and  Southwest? 
R.  JEFFERY  ARNOLD 
Tucson,  Arizona 

Dandy,  but  has  anyone  at 
Amazon.com  read  all  those 
books,  thereby  enabling  them 
to  make  an  informed  recom  - 
mendation? It  hardly  sounds 
like  it:  After  all,  they  have  no 
inventory  to  read. 

We've  read  most  of  our 
14,000  titles,  including  many 
that  are  forthcoming  and  a 
number  that  are  now  available 
only  in  libraries.  And  we 
order  from  the  same  sources 
Amazon.com  does  if  the  book 
isn't  on  our  shelves.  But  we're 


real  readers,  not  virtual  ones. 
And  I  still  think  there's  a  dif- 
ference. 

CAROL  B.  CHITTENDEN 
Eight  Cousins 
Children's  Books 
Fa  I  mouth,. Massachusetts 

An  Insti-Reply 

In  your  article  "Big  Brother 
vs.  Big  Broker"  [August  26], 
you  imply  that 
Instinet  is  both 
cheaper  and 
fairer  than 
Nasdaq.  I  use 
Instinet  and  my 
choice  is 
cheaper  or  fair- 
er, but  not 
both. 

Instinet  has 
two  classes  of 
users:  institu- 
tional and  noninstitutional. 
Institutional  users  have  the 
ability  to  see  all  bids  and 
offers  on  their  terminals, 
while  noninstitutional  users 
are  limited  to  seeing  only 
those  that  others  want  them 
to  see.  Could  you  imagine  the 
uproar  if  Fidelity  got  first 
crack  at  all  the  specialists' 
orders  on  the  floor  of  the 
New  York  Stock  Exchange? 

Instinet's  claim  that  they 
are  a  broker  is  ridiculous. 
Would  Goldman  Sachs  (a 
broker)  allow  two  of  their  cus- 
tomers to  negotiate  a  trade 
directly?  I  don't  think  so. 
Instinet  is  an  electronic 
exchange.  All  of  its  users 
should  have  access  to  identical 
information  about  markets. 
MICHAEL  HERMAN 
iMherman@lipper.com 

Gagging  Gilder, 
Punching  Peters 

If  you're  not  going  to  pull 
the  plug  on  George  Gilder, 


COMING  DECEMBER  2,  1996 


Fifty  of  America's  top  writers,  philosophers,  futurists,  and 
cranks  take  on  the  Digital  Revolution.  From  Tom  Wolfe  to 
Tom  Brokaw,  Bill  Gates  to  Camille  Paglia,  Rush  Limbaugh 
to  Michael  Kinsley,  Newt  Gingrich  to  Ralph  Nader,  you 
won't  want  to  miss  a  page  of  the  year's  coolest  event. 

or  a  sneak  preview,  go  to  www.forbesasap.com 


would  you  at  least  edit  him, 
please?  The  ASAP  article 
of  August  26  ["Telecosm: 
Feasting  on  the  Giant 
Peach"]  is  unreadable.  From 
w  hat  I  am  able  to  parse, 
George  believes  that  Bob 
Metcalfe  is  wrong  about  the 
coming  Internet  collapse  and 
has  found  someone  to  back 
up  the  alternative  view,  the 
one  George  shares.  Perhaps 
if  George  had  bounced  the 
competing  views  back  and 
forth  between  their  adher- 
ents, I  might  have  learned 
something. 

Instead,  I  am  treated 
to  George  and  his  source 
barhopping  in  New  York, 
with  details  like,  "The  girl 
across  the  table  shudders 
with  pleasure  as  the  man 
reaches  out  and  cups  her 
breasts  in  his  hands."  Wow! 
That's  atmosphere.  That's 
detail.  That's  the  kind  of 
telling  anecdote  that  cements 
a  story.  I  now  have  a  keen 
insight  into  George's  adoles- 
cence (at  least  its  length). 
Please  spare  me. 
TERRY  VANCE 
terry  _vaijce@msn.com 

In  the  Telecosm,  we  stay  forever 
young.  At  MSN,  they  go  down  in 
flumes  with  Bill.  — G.G. 

I  like  Forbes  ASAP.  I  don't 
know  much  about  digital 
yet — 0,  1,0,  I,  etc. — but  in 
my  opinion  Tom  Peters  is  as 
close  to  an  absolute  0  that 
you  can  get. 
H.  ALI  KATT 
Flint,  Michigan 

Small  Talk 

Owen  Edwards  makes  a 
valid  point  in  suggesting  that 
Internet  exchanges  threaten 
"literate  dialogue"  in 
the  same  way  that  the 
TelePrompter  has  affected 
political  oratory  ["The  Plod 
Thickens,"  August  26]. 
However,  understanding 
the  reasons  that  the 
TelePrompter  has  become 
such  an  important  tool  in 
public  speaking  is  as  impor- 
tant to  this  reader  as  the  dami 
age  inflicted  on  discourse. 
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We're  up  here  so  you  can  communicate  by 

 n  — t 

V0ICE, 

DATA, 
VIDEO, 
TELEX, 

FAX, 
E-MAIL 

INTERNET  down  there. 


Mobile  satellite  communications  used  to  be  a  highly  technical,  somewhat  ^^Jf^m 
expensive  and  fairly  limited  proposition  •  Now  COMSAT  Mobile  fi  «" 
Communications  -  the  largest  Inmarsat  service  provider  -  is  changing  ^Ifc^fc^ 
that.  We  deliver  easy-to-use,  economical  services  to  businesses  around  the  world.  In  fact, 
we're  making  mobile  satellite  communications  simple  •  dial  comsat  first™,  and 
make  your  worldwide  business  communications  ready  for  today's  competitive 
environment.  Call  +  l  -3D  i  -2  1  4-3  1  □□  or  e-mail  us  at  sALEs@cDMSAT.caM 


96  COMSAT  Mobile  Communications 


^COMSAT 

Mobile  Communications 


Letters,  cont'd 


Dandy,  but  has 

anyone  at 
Amazon.com 
read  all  those 
books?  We're 
real  readers, 
not  virtual 
ones.  And  I  still 
think  there's  a 
difference. 


The  days  of  eloquence  and 
inspiration  in  oratory  are 
gone  not  simply  because  of 
the  limitations  inflicted  by 
the  use  of  the  TelePrompter 
but  also  because  of  the  filter 
imposed  by  members  of  the 
news  media  demanding  short, 
easily  quoted,  preferably 
inflammatory  phrases. 
DOUG  ALEXANDER 
Lexington,  Kentucky 

Bankrupt  the 
Bureaucrats! 

Eugene  Ludwig's  principal 
concern  ["The  Money 
Changers,"  August  26]  is  not 
counterfeiting,  theft,  or  fraud: 
Those  crimes  have  victims, 
and  regulators  are  never  con- 
cerned with  victim  crimes. 

As  comptroller  of  curren- 
cy, he  is  worried  sick  about 
tax  evasion  (i.e.,  avoidance) 
and  money  laundering 
because  he  knows  that  tech- 
nology like  Chaum's  Ecash 
could  put  him  and  his  entire 
bureaucracy  out  of  their 
cushy  jobs,  regardless  of  the 
actions  of  the  executive 
branch  or  Congress. 

Counterfeiting  a  $100  bill, 
even  one  of  the  new  ones,  is 
easier  than  counterfeiting  one 
of  David  Chaum's  Ecash  pay- 
ments, and  the  previous  level 
of  government  "concern" 


regarding  offshore  counter- 
feiting of  $100  bills  is  instruc- 
tive bere  (they  let  it  go  on  for 
years!). 

Some  in-  government  have 
gotten  a  clue  by  osmosis,  such 
as  Senator  Conrad  Burns  (R- 
Mont.),  but  the  damage  is 
already  done.  My  solution: 
Vote  Libertarian! 
JIM  RAY 
liberty@gate.net 

My  Fairer  Lady 

I  confess  that  I  had  to  admire 
the  creativity  and  chuckle  at 
the  puckishness  of  the  letter 
["Hackers  Raise  Hackles," 
August  26]  from  Laura 
Peebles,  who  wondered  why 
your  June  3  article  on  hackers 
made  no  mention  of  female 
hackers.  Peebles  offered  a 
handful  of  possible  reasons, 
starting,  in  brief,  with:  (1) 
women  are  dumber  than 
men,  (2)  women  are 
smarter  than  men,  and 
so  on. 

You  responded  "number 
two."  That  was  a  brilliant 
response.  If  women  are 
smarter  than  men,  you  have 
underscored  an  important 
truth  to  your  readership.  If, 
in  fact,  men  are  smarter  than 
women,  neither  men  nor 
women  would  publicly 
acknowledge  it  anyway.  The 
final  word  on  this  comes  from 
my  wife.  She  states  unequivo- 
cally that  you  are  right: 
number  two. 
RICHARD  T.  BOVERIE 
Great  Falls,  Virginia 

Women  are  much  smarter 
than  men  and,  in  addition,  do 
not  suffer  from  testosterone 
poisoning.  Hence  they  do  not 
boast.  Therefore  female  hack- 
ers are  not  caught.  This  is  the 
most  likely  explanation. 
PHILIP  MADDOCK,  M.D. 
Warwick,  Rhode  Island 

Cut  the  Glut 

Just  read  your  "Editor's 
Letter"  in  the  August  issue. 
I  thought  the  von  Clausewitz 
reference  was  appropriate, 
considering  the  impenetrable 
blanket  of  glut  and  confusion 
that  currently  hides  the  truth 


of  the  Internet's  reach 
in  society. 
MICHAEL  BAYER 
mbayer@millercom.com 

The  Buck  Stops  Where? 

Regarding  Bill  Walsh's  article 
"I  lolv  Macro"  [August  26]: 
Delegation  of  responsibility 
would  be  nice,  but  you  can 
only  delegate  authority. 
Responsibility  is  nontransfer- 
able. Once  you  have  it,  you 
are  stuck  with  it.  You  can 
delegate  authority  to  others 
to  assist  you  in  your  responsi- 
bilities, but  the  bottom  line  is 
you  are  always  responsible! 
DOUGLAS  L.  BELL 
Tahuya,  Washington 

Someone  else  must  have  dis- 
covered that  the  subheading 
in  Bill  Walsh's  article  is  jux- 
taposed. It  reads  that  delegat- 
ing too  little  makes  you  a  fig- 
urehead, whereas  delegating 
too  much  squelches  creativity. 
This  is  absolutely  backwards! 
GEORGE  EDDY 
gge@ismpo.bus.utexas.edu 

The  "too  little"  in  the  subhead 
referred  to  "touch. "  How  V  that 
for  delegation? — Eds. 

Spinning  a  Nice  Web 

Congratulations  on  getting 
the  ASAP  home  page  up!  The 
site  is  off  to  a  promising  start. 
I  am  glad  you  picked  a  pro- 
fessional Web  designer  to 
help  lay  out  the  content  and 
design.  After  two  years,  I  am 
happy  to  say  I  continue  to 
look  forward  to  reading  each 
new  edition  of  ASAP.  I  hope 
the  publishers  at  Forbes  will 
spin  ASAP  off  into  its  own 
monthly  publication. 
CHRIS  LEE 

Chris_Lee@scc.senate.gov 

A  Lesson  in  Time 

Regarding  William 
Davidow's  column  in  the 
August  26  issue  of  Forbes 
ASAP  ["A  Stirrup  in  Time"]: 
Be  careful  when  being  pre- 
tentious. Charles  Martel  did 
indeed  win  a  great  battle  over 
the  Moors  in  the  eighth  cen- 
tury, and  the  Battle  of 
Poitiers  was  indeed  a  great 


battle.  However,  Charles  wa 
long  dead  when  Poitiers 
entered  the  history  books. 
His  victory  was  at  Tours.  It 
led,  two  generations  later,  tq 
the  crowning  of  Charlemagn 
as  the  first  Holy  Roman 
Emperor. 

ROGER  STRUKHOFF 
webmaster@scc.senate.gov 

Hack  Is  Back 

For  most  Net-savvy  compa- 
nies, the  penetration  by  som 
post-degenerate  grunge  disci 
pie  reveling  in  a  testosterone 
overdose,  or  worse,  by  indus, 
trial  espionage  experts,  is  nol 
an  issue.  Your  article  "Hack 
Attack"  [June  6]  should  have) 
been  more  pointed  at  the  lac 
of  understanding  of  the  net 
working  infrastructure 
requirements  by  some  upper 
management.  Or  at  the  com' 
plexities  of  migrating  from  at 
closed  networking  system  to> 
one  with  external  connec- 
tions. These  are  the  real 
news  items. 
TODD  S.  GLASSEY 
tglassey@earthlink.net 

Correction 

In  last  issue's  "Bandwidth 
on  Demand,"  the  prices  for 
Cascade  Communications 
were  incorrect.  As  of  the  enfl 
of  August,  Cascade's  52-wee 
high  was  74  3/4.  Its  52-week 
low  was  13  3/4  and  its  closin 
price  was  67  5/8. 


READERS! 


Email 

MCI:  509-6930 
CompuServe:  73234, 2S0S 


Fax 

(415)  (37-1987 

Snail 


One  Lagoon  Drive,  Ste.  250 
Redwood  City,  CA  9406S 

Web 

www.forbes.com 
www.forbesasap.com 
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#  Desktop 

Trcmspo 


Introducing  ExpressWORKS™ 
from  Roadway... 

The  only  transportation 
management 
software  you  need. 


ExpressWORKS™  is 
easy  to  use  and  works  with  any 

EDI  capable  carrier.  You 
can  create  advance  shipment 


_ej_IU!U 


s  h  i  d  m  e  n  t 


notices,  obtain  rate  quotes,  create  and  edit  bills  of  lading,  process  invoices,  trace 

shipments  and  even  produce 
industry  standard  bar  code  labels. 


STATUS 


invoice 


All  from  your  desktop.  There  are  six  modules  each  designed  to  impact  related  areas 

within  your  business. 
Install  one  or  any  of  the 


rate 


QUOTES  PLUS 


modules  based  on  your  needs.  ExpressWORKS™  manages  all  your  transportation 
requirements  in  one  complete  and  integrated  package.  Any  product.  Any  shipment. 
Any  carrier.  Anywhere.  Quickly,  easily,  reliably. 


Express W a K 

transportation  management  software 

For  more  information  -  Call  1  (800)  522-3826 

Also  visit  our  web  site  at  -  http://www.roadway.com/ 
or  e-mail  us  at  -  rexmail@roadway.com 


TM 


ROADWAY 

Jbxpressi 


'When  I  meet 


breathing 

customers,  why  1 


ENTIFY 


don't  I  recognize 
them  from 
the  profiles 
in  my  database?" 


You  know  that  your  customers 
aren't  numbers.  Certainly  no  graphs, 
rts  or  even  fancy  multimedia  presentations 
fully  describe  them. 

"So  how  do  I  paint  a  fuller  picture  of  my 
its?"  IBM  consultants  are  being  asked  the  same 
stion  by  thousands  of  companies.  And  we've 
id  that  they  all  have  one  thing  in  common, 
lost  all  of  the  information  they  need  already 
ts.  But  where? 

Payment  histories  are  in  their  Hong  Kong 
lit  bureau.  Customer  complaints  float  around 
-mail  limbo.  Details  of  a  new  order  cruise  at 
'00  feet  on  a  sales  directors  laptop.  And,  most 
ortant,  today's  customers  are  interacting  with 
via  the  Internet.  Providing  your  company  with 
alth  of  specific  information  with  each  log-in. 

So  IBM  has  developed  new  ways  to  connect 
■  company  to  all  of  this  vital  information -ways 
lake  sure  the  latest,  most  relevant  facts  are 
mtly  available  every  time  you  come  in  contact 
your  clients.  We  call  these  offerings  Customer 
tionship  Solutions. 


Take  our  call  center  technology,  for  example. 
It  recognizes  callers  and  puts  their  latest  profiles 
on  the  screen  before  your  customer  service  rep 
has  even  picked  up  the  phone.  Now  they  can 
answer,  "Hello  Mr.  Wright,  your  automobile  loan 
has  been  approved  and  you'll  receive  a  check  by 
the  end  of  the  week.  By  the  way,  I  see  that  you 
requested  an  investment  kit  this  morning  from 
our  Web  site.  It's  gone  out  in  today's  mail." 

It  all  makes  you  more  responsive.  Which 
increases  customer  loyalty.  Which  makes  your 
business  grow. 

We  more  than  understand  the  value  of 
great  client  relationships.  And  we'd  love  to  start 
one  with  you.  Visit  us  at  www.ibm.com  or 
phone  IBM  at  1  800  IBM-7080,  ext.  G 135,  for 
a  free  16-page  booklet  highlighting  how  IBM  can 
help  your  business  thrive  in  a  networked  world. 


Solutions  for  a  small  planet™  E 


olutions  for  a  small  planel  ate  trademarks  ol  IBM  Corp  ©  1996  IBM  Corp 


The  Unknown  Entrepreneur 


STEP 4:  CASH  FAST 

The  bank  balance  is  only  $329.72.  Payday  is  Thursday.  What's 
a  dreamy-eyed  entrepreneur  to  do?  By  Mo  Schumpeter 


At  last  report,  I  had  just  raised  close  to  $4  million 
at  $1  a  share  for  WebProfiler,  a  commercial  ver- 
l  sion  of  an  automatic  personality-profiling  software 
m  for  the  Internet.  My  favorite  venture  capitalist, 
Vinnie,  collapsed  an  auction  T  was  trying  to  run  and  put  to- 
gether a  syndicate  of  VCs  to  invest.  As  of  three  months  ago, 
my  company  had  grown  from  10  to  35  employees.  More  than 
half  are  programmers  (Java,  C++,  ActiveX),  and  one  is  an 
awesome  guy — an  expert  on  Navigator  Plug-Ins — who  left 
Netscape  because  his  options  at  $86  were  out  of  the  money. 

As  soon  as  the  financing  closed,  I  got  20,000  square  feet 
of  space  in  Cupertino  that  used  to  house  some  Apple  hand- 
writing-recognition group;  we  started  filling  it  fast.  My  burn 
rate  was  $500,000  per  month  and  rising  rapidly.  My  cash 
was  down  to  under  one  million  bucks.  I  was  a  little  nervous. 
But  what  the  heck,  we  were  running  so  damn  fast  and  ahead 
of  everybody,  we  really  thought  we  owned  the  world.  I  was 
going  to  be  rich — like  every  entrepreneur  dreams  about — 
and  not  only  drive  fast  cars  but  own  sports  franchises. 

Unfortunately,  we  were  behind  schedule  in  releasing 
WebProfiler  1.0,  but  only  by  a  couple  of  months.  Our  elite 
sales  and  marketing  group  was  lining  up  lots  of  corporate 
licensees,  of  both  the  stand-alone  server  product  and  our 
technology  and  API,  to  be  included  in  licensees'  own  plat- 
form offerings.  That  was  great.  But  I  needed  cash  now.  We 
were  getting  some  paid-up  licenses  in  advance,  which  helped. 

We  were  also  up  to  about  $300,000  to  $325,000  per 
month  in  revenues,  which  is  a  $4  million  annual  clip,  for 
those  without  calculators.  But  we  were  hiring  so  fast  that 
our  cash  burn  kept  increasing.  Sure,  our  company  might  be 
valuable  in  our  eyes  and  others'  eyes,  but  we  needed  capi- 
tal to  grow  this  thing. 

I  used  every  trick  in  the  book  to  look  larger  than  we 
really  are.  Our  engineers  were  equipped  with  powerful  lap- 
tops and  Ricochet  wireless  Internet  connections  so  they 
could  write  code  at  drive-in  movies.  Our  virtual  salesforce 
was  actively  utilizing  the  Web  die  way  it  was  designed.  This 
meant  a  free  downloadable  copy  of  WebProfiler  version  0.8. 
But  it  also  meant  sticky  searches.  We  hired  a  guy  from  Dig- 
ital Equipment  (whose  stock  options  at  $76  were  out  of  the 


money)  who  worked  in  their  famous  AltaVista  search-en- 
gine group.  He  invented  this  highly  secret  sticky  data  repos- 
itory. I  can't  tell  you  how  it  works.  But  anytime  anyone  uses 
Yahoo!,  Lycos,  AltaVista,  or  any  search  engine,  we  get  list- 
ed. So  if  a  consumer  types  in  a  search  for  Lesbian  Vamphrs 
from  Sodom,  WebProfiler  is  one  of  the  top  ten  matches. 
Amazing  stuff. 

Two  guys  in  our  office,  strangely  enough  named  Ping 
and  Wing  (don't  ask),  created  a  Virtual  Service,  which  al- 
lows us  to  remotely  manage  the  use  of  WebProfiler  on  prac- 
tically anyone's  Web  site.  Also,  as  of  three  months  ago,  a 
few  advertising  agencies  were  each  spending  a  few  hundred 
thousand  a  month  for  us  to  run  WebProfiler  remotely  for 
their  clients. 

Three  months,  however,  flies  fast — especiallv  doing  the 
drunken  sailor  bit.  As  of  today,  I  have  $329.72  in  the  bank. 
This  Thursday  I  have  to  pay  50  employees  a  total  of 
$250,000.  I  have  already  taken  out  two  short-term  notes — 
$225,000  and  $250,000 — from  our  venture  backers  to  make 
the  last  two  payrolls.  Our  problem  is,  a  big  check  was  on 
its  way,  but  one  major  customer  just  pulled  out.  They  got 
spooked  when  they  read  in  PC  Week\  Spencer  Katt  column 
that  the  gorilla  in  Redmond  was  working  on  a  product  called 
Profiler97.  Man,  those  Microserfs  will  do  anything. 

So  we  have  called  an  emergency  board  meeting.  My  old 
business  plan  is  out  the  window.  We  are  still  running  at  a 
$4  million  to  $5  million  annual  run  rate,  but  we're  eating 
cash  like  baked  beans.  The  board  is  pissed.  Our  plan  of  high- 
margin  OEM  licenses  turning  WebProfiler  into  a  $20  mil- 
lion company  in  '97  and  $60  million  in  '98  is  now  proba- 
bly a  pipe  dream.  My  supposed  venture  "friend"  on  the 
board,  Vinnie,  has  turned  into  a  raving  maniac  (he  was  al- 
ready shopping  for  that  sports  franchise). 

Nothing  in  the  world  prepared  me  for  what  was  to  come 
at  the  board  meeting,  not  even  logging  thousands  of  hours 
playing  Mortal  Kombat.  But  I  learned  fast  and  outsmarted 
the  sly  fox.  You'll  see.  ■ 

The  unknown  entrepreneur  is  a  former  investment  banker  who  does  know  all  the  tricks. 
Not  wanting  to  lose  his  seat  at  the  table,  he  chooses  to  keep  his  real  identity  a  secret. 
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Out  of  This  World 


As  little  as 


i 


Dish  is  only 
18"  wide 


ItCJI  to! 


Access  to  over 
200  channels! 


You  can  subscribe  to  over  200  channels 
from  DIRECTV®  and  USSR® 


Next- Generation  RCA-brand 
Digital  Satellite  Systems. 

Advanced  interactive  on-screen  program  guide,  one-touch  tuning 
and  4-event  timer  for  VCR  recording.  Installation  is  easy — or 
choose  professional  installation  available  through  RadioShack. 

was  499  99  RCA  DS  3330,  #16-2538.  RCA  DS  3130,  #16-2538. 

New  Low  Price  399.99 


DIRECTV®  OFFER 


$ 


200  CASH  BACK 

From  DIRECTV 

When  you  buy  a  DSS  system  and  a  one-year  subscription 
to  the  DIRECTV  Total  Choice  programming  package. 
For  first-time  subscribers  only, 
DIRECTV  is  available  only  on  the  DSS  system  * 


USSB®  OFFER 


$200  BONUS 
COUPON  BOOK! 

Buy  any  DSS  system  and  get  a  coupon  book  with  over  $200  in 
Entertainment  Bucks  from  USSB,  RCA,  HBO  and  Showtime. 


DIRECTV. 


*Limited-time  offer  for  new  DIRECTV  residential  subscribers  who  purchase  and  prepay  a  non-refundable  one-year  subscription  to  the  DIRECTVTotal  Choice  programming  package.  Customer 
must  remain  a  continuous  Total  Choice  subscriber  for  1 2  months.  One  per  household.  Offer  details  will  appear  on  the  first  DIRECTV  bill.  Offer  can  be  redeemed  as  a  $200  DIRECTV  program- 
ming credit  or  a  $200  check  from  DIRECTV.  Offer  valid  between  8/29  and  12/31/96  and  may  not  be  combined  with  any  other  special  DIRECTV  offer.  Hardware  and  programming  sold  separately] 
Broadcast  networks  available  only  in  areas  not  served  by  local  network  affiliates.  DIRECTV,  DSS  and  Total  Choice  are  official  trademarks  of  DIRECTV,  Inc.,  a  unit  of  GM  Hughes  Electronics.  RCA 
and  logos  of  TV  programn  ers  are  trademarks  of  respective  companies  DSS  systems  not  available  outside  the  continental  U.S. 


a  day! 


29"  to  39" 
diameter  dish 


DDI HACCuLd®     N°  e(luiPment  t0  BuV ! 
rKliyitjrkwK     Professional  Installation! 


Lnjoy  movies,  sports,  news,  music  and  family 
entertainment— up  to  95  channels  available 

RIMESTAR  is  the  complete  satellite-TV  service — 
ldudes  equipment  use,  programming,  maintenance 
nd  program  guide. 

ince  you  don't  buy  the  equipment,  there's  no  large  cash  outlay  to 
et  started  with  PRIMESTAR — only  a  one-time  installation  charge 
f  $149.  Several  programming  packages  are  available,  starting  at 
le  suggested  retail  price  as  low  as  $32.99**  per  month,  including 
quipment.  Come  in  today  for  details. 


PRIMESTAR®  OFFER 


GET  $50  OFF 
INSTALLATION! 

Order  PRIMESTAR  now  and  pay  just  $149**  for  installation. 

Offer  ends  October  31,  1996.  Details  in  store 


Exclusive  at  RadioShack! 
George  Strait  CD  BONUS! 

Get  this  limited  edition  collector  CD  at  no  extra 

charge  when  you  order  PRIMESTAR.  Offer  valid 
8/29-10/31/96  to  new  subscribers  only.  Details  in  store. 

O 


THE  NASHVILLE  NETWORK 


PRIMESTAR®  OFFER 


3 MONTHS 
PRIME 
VALUE 
PROGRAMMING 

Order  now  and  get  this  $98  value  at  no  extra  charge! 
New  subscribers  only.  Offer  ends  October  31, 1996.  Details  in  store 


RadioShack 

\buVe  got  questions. 
We've  got  answers.® 


♦  Prices  for  monthly  service  may  vary  by  distributor  and  territory  Does  not  include  Installation  or  premium  channels.  Normal  national  suggested  retail  for  installation,  199  00  Installation  offer  for 
iw  subscribers  only.  Blackout  restrictions  apply  ABC,  CBS,  NBC,  FOX  and  PBS  channels  are  intended  for  private  home  viewing  and  are  available  only  to  households  that  cannot  receive  that  network 
f-the-air  from  the  local  TV  station  using  a  conventional  rooftop  antenna  and  have  not  received  that  network  by  cable  TV  within  90  days  prior  to  satellite  service  PRIMESTAR  service  is  not 
/ailable  outside  the  continental  U.S. 


Game  Plan 


k 


HOME  SWEET  HUDDLE 

The  transition  is  a  tricky  one  when  an  ex-coach  (or  CEO) 
returns  to  the  team  as  a  consultant.  By  Bill  Walsh 


Once  upon  a  time,  not  too  long  ago,  I  was  the  coach 
and  president  of  one  of  the  best  teams  in  professional 
football.  This  year,  in  the  midst  of  the  football  sea- 
son, I  find  myself  in  a  situation  increasingly  familiar 
to  executives  and  managers  all  over  the  country:  I've  rejoined 
the  organization  where  I  was  once,  in  essence,  CEO.  But  now 
I'm  working  in  a  very  different  capacity. 

I've  been  back  with  the  San  Francisco  49ers  since  early 
last  summer.  During  the  past  several  months,  I've  discovered 
how  tricky  the  transition  is  from  insider  to  consultant,  from 
decision-making  top  dog  to  an  adviser  who  has  to  be  diplo- 
matic and  useful  without  throwing  the  organization  out  of 
balance.  The  often-cited  Thomas  Wolfe  observation  that 
"you  can't  go  home  again"  may  be  true  in  many  ways,  but 
for  many  top  managers,  "home"  is  where  the  work  and  the 
challenges  are,  and  it's  probably  the  place  where  our  accu- 
mulated wisdom  will  be  most  relevant. 

The  problem  is,  when  you  do  go  home  again,  whether 
to  your  high  school  reunion  or  your  old  company,  you  go 
as  a  different  person  to  a  place  that  has  changed  in  your 
absence.  Despite  how  much  you  know  about  the  business, 
your  success  is  not  a  given.  With  the  49ers,  I'm  now  an 
administrative  assistant;  I  have  no  real  power  except  to  teach 
and — perhaps — to  influence  others. 

Before  looking  at  the  difficulties  of  this  transition,  what 
are  the  positive  aspects  of  taking  on  a  different  role  in  a  famil- 
iar place?  In  my  case,  I'm  associating  with  people  who  share 
a  common  understanding  in  an  arena  I  understand.  Working 
with  young,  energetic  people  with  a  strong  desire  to  suc- 
ceed lets  me  retain  an  edge  that  only  an  aura  of  competition 
keeps  sharp.  I'm  able  to  share  information  with  people  who 
want  to  know  what  I  know.  Just  as  important,  I  continue  to 
be  contemporary  in  a  game  that  evolves  at  amazing  speed. 
Football,  like  a  lot  of  other  businesses,  can  make  you  obso- 
lete fast  if  you  drop  out  for  any  length  of  time.  Ongoing 
involvement  at  a  less  responsible  level  means  I  can  develop 
theories  that  I  didn't  have  time  for  before,  free  from  the  ulti- 
mate responsibility  for  what  happens  during  a  given  season. 

Stepping  away  from  the  49ers  for  a  while  also  enabled  me 
to  pinpoint  what  it  was  I  did  well  and  what  I  did  less  well.  As 
president  and  head  coach  of  the  team,  I  didn't  have  much 
chance  to  pay  close  attention  to  details.  Now,  as  a  consultant 
with  specific  objectives  centering  on  offensive  strategy  and 


quarterback  performance,  I  don't  have  to  worry  about  the 
big  picture.  This  closer  focus  has  also  let  me  pay  attention, 
in  an  unofficial  way,  to  broader  questions  of  the  team's  future 
considerations.  That's  not  what  I  was  hired  to  do,  but  for  me 
it's  a  reward  for  being  out  from  under  the  weight  of  leader- 
ship. And  it  adds  to  my  overall  effectiveness  as  a  consultant. 

Of  course,  my  new  situation  has  a  downside,  w  hich 
exists  for  many  who  return  to  their  companies  as  advisers. 
The  question  of  whether  or  not  you're  really  part  of  the  team 
can  prove  tough  to  answer.  If  you're  working  as  an  objec- 
tive analyst,  part  of  your  job  is  to  weigh  the  need  for  change. 
As  such,  you're  not  necessarily  welcome  by  those  who  may 
see  you  as  a  threat  to  the  way  they're  doing  things  now. 

Making  accurate  observations,  the  core  of  most  "insider" 
consulting  jobs,  may  also  be  difficult.  The  presence  of  a 
former  CEO  or  senior  vice  president  can  change  the  way  peo- 
ple work  or  behave  at  meetings.  The  memory  of  former 
power  can  introduce  an  intimidation  factor  even  to  an  essen- 
tially powerless  position,  causing  people  to  wonder,  "What 
is  he  really  thinking  about  my  idea?"  Finally,  those  you  work 
with  almost  inevitably  wonder  where  your  loyalties  lie — with 
the  chairman,  the  board,  or  the  current  CEO.  Confusion, 
not  to  say  friction,  waits  on  the  sidelines. 

So  here  are  my  three  rules  for  a  successful  return  to  the 
scene  of  former  successes: 

•  Be  aboveboard  and  direct  with  everyone  regarding  your 
role  and  your  personal  agenda.  To  do  this,  you  have  to  know 
why  you're  there — and  make  sure  those  who  hired  you  know, 
too.  This  is  a  continuous  process  since  your  role  will  prob- 
ably evolve. 

•  Build  relationships  with  those  you  work  with  so  that, 
lacking  real  power,  you  retain  the  power  to  persuade.  This 
requires  diplomacy  and  empathy  up  and  down  the  chain  of 
command.  You  have  to  be  a  part  of  the  team  to  keep  your 
level  of  involvement  high,  and  you  have  to  stay  close  to  the 
managers  so  that  they  use  your  ideas  in  the  way  you  intend. 

•  Control  your  ego  and  learn  to  deal  deftly  with  the 
egos  of  others.  As  a  returning  consultant,  you  tend  not  to 
have  any  real  turf,  and  you're  inevitably  stepping  on  the 
turf  of  others.  Tread  lightly,  always  keeping  in  mind  that  your 
effectiveness  depends  on  the  art  of  selling  your  ideas.  Gone 
are  the  days  when  you  can  make  things  happen  simply  by 
saying,  "Get  it  done!"  ■ 
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slancy  Yang,  Everett,  Washington. 


7% 


F  PEOPLE  WH  O  CO  U  N  T 

ON  GTE  FOR  HELP. 

(Sometimes,  even  with  her  math  homework.) 


It's  Amazing  What 
We  Can  Do  Together 


TOSHIBA  TECHNOLOGY  SETS 
THE  STANDARD. 


Innovation.  At  Toshiba,  it's  the  word  we  Since  the  first  silent  celluloid  hero  rode 

live  by.  It's  also  how  we've  approached  multi-        a  flickering  beam  of  light  through  a  dark- 
media  technology  from  the  beginning.  This  ened  theater,  the  medium  has  been 
view  has  enabled  us  to  create  a  range  of  evolving  to  this.  At  about  7  times  the  capacity 
exciting  products  that  once  existed  only  in  of  a  CD,  DVD's  4.7  gigabytes  deliver 
the  imagination.  We're  proud  to  have  started        feature-length  films  in  unbelievable  digital 
a  revolution  that  will  help  bring  Hollywood            clarity.  Dolby®  Digital  (5.1 )  surround 
and  Silicon  Valley  together.  But  it's  only  just         sound.  A  choice  of  8  language  options 
begun.  Get  ready  for  the  ride  of  your  life.             and  32  subtitles.  Three  aspect  ratios. 

Parental  lockout.  Random  search.  And  no 
rewinding.  Fasten  your  seat  belt.  The 
show's  about  to  start.  Call  1.800.631.3811. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


The  Big  Picture 


FLEXIBILITY  RULES 

In  the  information  age,  employees  need  the  freedom  to 
take  the  routine  less  traveled.  By  Virginia  I.  Postrel 


When  David  Packard  was  a  young  engineer  at 
General  Electric,  the  company  zealously  guard- 
ed its  tools  and  parts,  afraid  employees  would 
steal  them.  "Faced  with  this  obvious  display  of 
distrust,"  wrote  Packard  in  The  HP  Way,  "employees  set  out 
to  prove  it  justified,  walking  off  with  tools  or  parts  whenev- 
er they  could.. ..The  irony  in  all  of  this  is  that  many  of  the 
tools  and  parts  were  being  used  by  their  GE  'owners'  to  work 
on  either  job-related  projects  or  skill-enhancing  hobbies." 

Hewlett-Packard,  by  contrast,  kept  its  storerooms  and 
parts  bins  open.  What  its  founders  understood,  and  GE  did 
not,  is  that  for  many  knowledge  workers  there  is  no  clear 
distinction  between  work  and  hobbies,  on-the-job  hours 
and  off-the-job  free  time.  And  information  technologv 
makes  boundaries  even  blurrier.  Laptops  travel  from  office 
to  home;  cellular  phones  summon  us  on  the  road;  fax  ma- 
chines and  email  move  documents  across  time  and  space. 
As  a  manager  of  seven,  I've  got  employees  working  from 
homes  in  Texas,  New  York,  and  Washington,  D.C.,  instead 
of  in  our  L.A.  office.  Two  work  half-time.  New  IT  advances 
permit  arrangements  that  would  have  been  inconceivable 
10  years  ago. 

As  more  and  more  flexible  arrangements  become  possi- 
ble— or  demanded — they  will  become  increasingly  con- 
tentious. From  the  tax  code  to  union  contracts,  zoning  laws 
to  overtime  policies,  our  public  and  private  rules  have  gen- 
erally assumed  a  clear  demarcation  between  home  and  work, 
the  personal  and  the  corporate. 

These  boundaries  are  not,  however,  facts  of  nature.  We 
draw  them  ourselves,  and  not  everyone  draws  them  in  the 
same  way.  That  point  is  tellingly  made  by  sociologist  Chris- 
tena  Nippert-Eng  in  Home  and  Work.  Mostly  a  case  study 
of  workers  at  a  research  institute  she  calls  "the  Lab,"  the 
book  asks  detailed  questions  about  how  employees  draw  the 
lines  that  help  define  their  lives.  Some  examples:  Do  you 
keep  separate  business  and  personal  calendars?  Do  your  col- 
leagues visit  your  home?  Do  you  wear  the  same  sort  of 
clothes  at  home  and  at  the  office?  Do  you  work  flextirne? 
Do  you  use  commuting  time  to  switch  mentally  between 
home  and  work? 

Respecting  the  d        nt  ways  in  which  people  answer 


these  questions  can  give  managers  valuable  insights — in- 
cluding insights  into  how  best  to  use  information  technol- 
ogy. Someone  used  to  combining  home  and  work  commit- 
ments on  a  pocket  calendar,  for  instance,  will  find  a  shared 
computer-calendar  system  at  work  more  cumbersome  than 
useful.  On  a  positive  note,  many  knowledge  workers,  in- 
cluding Nippert-Eng  herself,  use  working  at  home  for  con- 
templative activities  such  as  writing.  They  go  to  the  office 
when  they  need  the  stimulation  of  colleagues.  Information 
technology  makes  such  flexible  arrangements  easier. 

Unlike  some  trend  spotters,  Nippert-Eng,  who  teaches 
at  the  Illinois  Institute  of  Technology,  doesn't  tout  a  no- 
boundary  future.  Drawing  clear  lines  between  home  and 
work  is  too  important  to  many  people's  productivity  and 
privacy.  She  hopes  instead  for  "discretionary"  workplaces 
that  let  employees  set  their  own  boundaries. 

In  its  pure  form,  she  writes,  "the  discretionary  workplace 
offers  options  in  terms  of  dress,  whether  or  not  one  must 
use  personal  or  work  money  for  workplace  expenses,  the 
ways  one  can  decorate  one's  office  or  home,  make  phone 
calls,  take  lunch  or  vacation,  use  workplace  tools  and  re- 
sources, bring  one's  family  into  one's  work,  bring  one's 
workmates  into  one's  home,  et  cetera.  There  are  no  man- 
dates." Telecommuting  is  an  option,  not  a  requirement. 

Not  every  workplace,  of  course,  can  or  should  offer  such 
discretion.  Employees  may  need  to  meet  with  each  other, 
or  meet  the  public,  during  regular  hours.  Or  the  work  may 
require  capital  equipment  that  can't  be  taken  home — no 
backyard  steel  mills.  Corporate  cultures  or  occupational  tra- 
ditions may  have  cherished  mores  where  lines  are  drawn. 
Ultimately,  the  discretion  that  counts  most  is  the  discretion 
to  shop  around  for  a  more  suitable  job. 

The  trick,  then,  is  not  to  dictate  a  single  standard  for 
every  person  or  organiza'tion,  but  to  realize  that  boundary 
drawing  is  an  artificial  and  continuing  process.  A  diverse  and 
dynamic  marketplace  can  accommodate  many  different  sets 
of  boundaries.  Our  public  policy  hasn't  done  that,  but  tech- 
nological advances — and  the  options  they  provide — may 
force  it  to  change.  Eventually,  the  IRS  may  even  become  rea- 
sonable about  home  offices.  We  can  only  hope.  ■ 

Virginia  1.  Postrel  (VPostrel@aol.com)  is  the  editor  of  Reason  magazine. 
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The  Two  Marketeers 


INTIMATE  EXCHANGE 

Profits  go  up  and  competition  goes  down  when  a  company  learns 
from  its  "community"  By  Don  Peppers  and  Martha  Rogers 


We  are  quickly  approaching  what  could  be  the 
final  frontier  of  customer  service,  where  you  can 
anticipate  your  customers'  every  desire — even 
the  ones  they  don't  know  they  possess.  By 
employing  a  "learning  relationship"  and  "community  knowl- 
edge," a  1:1  marketer  can  create  overwhelming  advantages 
in  retaining  customers  and  improving  margins. 

In  a  learning  relationship,  a  company — be  it  a  brokerage 
house  or  the  neighborhood  shoe  store — learns  from  cus- 
tomers' buying  patterns  and  then  improves  and  refines  its 
service.  If,  for  instance,  a  brokerage  house  wants  to  turn 
online  trading  into  a  competitive  advantage,  it  should 
ensure  that  each  customer's  trading  preferences  are  reflected 
in  the  computerized  information  shown  at  each  transaction. 
If  customers  tend  to  favor  medium-term,  high-grade, 
European  corporate  bonds,  then  the  brokerage's  interactive 
system  will  "learn"  this  and  make  it  easier  to  trade  that  in- 
strument. Likewise,  it  will  make  it  harder  for  customers  to 
achieve  the  same  level  of  convenience  from  any  other  ser- 
vice. Customers,  after  all,  would  have  to  reteach  the  com- 
petitor what  they  have  already  spent  time  and  effort  teach- 
ing the  original  brokerage  house.  In  this  way,  the  brokerage 
could  virtually  insulate  itself  from  competition. 

The  same  rationale  applies  to  the  retail  trade.  Consider 
one  online  grocery  delivery  service,  Peapod,  now  operating 
in  Chicago  and  San  Francisco.  Peapod  customers  pay  $4.95 
a  month,  then  use  a  PC,  modem,  and  free  software  applica- 
1  to  order  groceries  from  Peapod's  affiliated  stores  (Jewel- 
o  in  Chicago  and  Safeway  in  San  Francisco). 

~eal  advantage  for  Peapod  customers  is  the  learning 
•  created  over  time:  The  service  continues  to  im- 
fine  its  knowledge  of  their  needs  with  each 
1 1  service  also  has  the  capability  to  track  pur- 

chase; unatically  create  a  list  for  shoppers,  based 

on  buyir  Soon  it  may  be  possible  for  customers, 

after  sevc.  <y  Peapod's  system,  to  "teach"  the  ser- 

vice so  mud  lr  own  household's  shopping  needs 

that  Peapod  c  rbem  when  they  are  out  of  paper 

towels  and  disp> 

The  learning  >  ^'vantage  is  key  to  the  long- 


term  success  of  any  customizable  product  or  interactive 
service.  But  three  factors  are  critical  for  generating  the 
relationship:  (1)  customizing  a  product  or  service,  (2)  de- 
signing an  interface  so  a  customer  can  specify  needs  both 
effectively  and  cost-efficiently — as  with  a  PC  interface,  and 
(3)  retaining  a  customer's  specifications. 

But  consider  how  Peapod's  business  would  be  affected  if 
customers  were  able  to  retain  their  shopping  preferences  on 
their  own  PCs.  Peapod  would  quickly  lose  its  competitive 
edge.  However,  the  1:1  enterprise  can  avoid  this  vulnera- 
bility through  community  knowledge — the  ability  to  com- 
pare a  single  customer's  buying  patterns  with  those  of  oth- 
er, similar  customers. 

Take,  for  example,  Firefly,  a  Web  site  brought  to  you  by 
Agents  Inc.,  a  Cambridge,  Massachusetts-based  company 
(http://www.firefly.com).  Firefly  is  a  record  store  with  a 
built-in  critic — a  place  to  shop  and  get  recommendations. 
After  registering,  users  are  asked  to  rate  different  types  of 
music,  either  by  listening  to  selections  or  reviewing  a  list  of 
choices.  Then  Firefly  recommends  a  certain  type  of  music, 
group,  or  even  a  particular  CD. 

Firefly's  recommendations  are  not  solely  based  on  a  par- 
ticular customer's  taste.  Rather,  recommendations  are  based 
on  community  knowledge — on  like-minded  customers  in  a 
community  of  more  than  150,000  members.  There  is  no 
way  a  Firefly  customer  could  receive  as  accurate — and  an- 
ticipatory— a  recommendation  without  the  benefit  of  this 
wide  range  of  individual  ratings.  Besides  music,  the  site  also 
offers  a  rating  system  for  movies.  In  the  near  future,  cus- 
tomers can  look  forward  to  a  "critic's  advice"  on  books,  Web 
sites,  restaurants,  travel,  and  news. 

By  using  community  knowledge,  a  company  such  as  Fire- 
fly can  assure  a  customer  that  its  advice  and  suggestions  are 
objective.  In  fact,  it  isn't  difficult  to  imagine  an  interactive 
future  when  a  company  relying  on  community  knowledge 
will  actually  promote  the  fact  that  it  relies  only  on  cus- 
tomers— to  get  other  customers.  ■ 

Don  Peppers  is  president  and  Martha  Rogers,  Ph.D.,  is  founding  partner  of  Market- 
ing 1:1,  a  Stamford,  Connecticut,  management  consulting  firm.  They  can  he  reached 
at  (201)  316-5121  or  peppers@marketingltol  com. 


3  2     FORBES  ASAP  -   7  .  1  S  9  6 


Software  Diplomat. 


Judi  Jarosh,  Seiko  instruments 
USA's  Director  of  Information 
Systems 


396  Computer  Associates  International,  Inc..  Islandia.  NY  1 1 788-7000  1-800-225-5224  Ml  other  product  names  referenced  herein  are  trademarks  of  their  respec 


SII 


How  do  you  find  a  single  manufac- 
turing software  solution  that  can 
keep  six  totally  different  manufac- 
turing divisions  happy? 

Just  ask  Judi  Jarosh  and 
Computer  Associates. 

At  Seiko,  each  division  is 
completely  autonomous.  Each  uses 
different  man- 
ufacturing 
processes. 

Each  makes      Seiko  Instruments 

totally  different  kinds  of  products, 
from  integrated  circuit  chips  and 
fiber  optics  to  high-precision  robots 
and  color  printers. 

"Many  of  the  other  solutions  we 
looked  at  could  not  come  close  to  the 
breadth  and  depth  of  functionality 
across  the  entire  organization  that 
CA-PRMS®  offers.  We  were  able  to 
implement  the  system  across  the 
multiple  divisions  in  only  18  months 
with  very  little  enhancements," 
says  Ms.  Jarosh,  Seiko  Instruments 
USA's  Director  of  Information 
Systems,  proudly.  "CA-PRMS  easily 
handles  our  global  financial  reporting 
needs  while  providing  an  enterprise- 
wide  view." 

CA-PRMS  is  the  first  and  only 
solution  that  covers  all  their  needs 
for  manufacturing,  distribution  and 
financial  management. 

"For  the  first  time,  we  have  accu- 
rate and  valuable  information  that 
everyone  can  use  on  a  timely  basis. 
The  quick  delivery  of  information  to 
our  decision-makers  is  key.  And  we 
love  the  new  graphical  user  interface. 
It  will  allow  all  of  our  users  to  benefit: 
whether  they  are  engineers,  accoun- 
tants or  customer  service  managers." 

Making  everyone  happy  isn't 
always  easy. 

But  it's  always  the  goal  at  the 
world's  leading  business  software 
company. 
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Software  superior  by  design. 


TOOLTIME 

In  a  Canadian  forest,  a  small  but  vital  cog  in 
the  auto  industry  has  taken  the  business  of 
designing  complex  machine  tools  down  home. 


BY      ALBERT     WAR  SON 


Roy  Merkley  is  a  man  of  many  parts. 
Machine  parts,  that  is.  He  recently  spent 
four  months  at  his  Pentium-powered  PC 
producing  nearly  300  drawings  and  blue- 
prints for  a  mechanical  behemoth  that 
will  eventually  mass-produce  automatic 
transmission  cases  in  a  Detroit  auto  plant. 
The  cost:  about  $23  million.  Larger  than 
most  houses — about  80  feet  wide  and  150 
feet  long — the  vast  device  consists  of  two 
lines  of  30  workstations  that  will  trans- 
form aluminum  castings  into  intricate 
automotive  components. 

A  machine  tool  like  this  is  built  to 
make  parts  with  tolerances  of  1/10,000 
of  an  inch  or  even  finer.  The  cost  of  any 
flaw  is  formidable.  As  Merkley  says,  "This 
is  an  unforgiving  business." 

Unlike  glamorously  portable  profes- 
sions like  investing  or  software  design, 
tool  making  is  a  business  usually  con- 
ducted in  conventional  production  of- 
fices with  nervous  managers  looking  over 
a  designer's  shoulder.  But  with  a  fax  and 
modem,  Merkley  has  liberated  himself 
from  the  tyranny  of  time  and  place,  send- 
ing drawings  from  where  he  wants  to  be 
to  where  his  clients  are.  Resolutely  in- 
dependent, he  lives  and  works  in  South- 
cott  Pines,  Canada,  in  a  dense  forest  on 
the  fringe  of  a  6,100-acre  provincial  park 
containing  one  of  North  America's 


largest  surviving  oak  savannahs.  Three 
minutes  from  his  office,  on  the  Ontario 
side  of  Lake  Huron,  is  a  15-mile-long 
sandy  beach  buttressed  by  98-foot  dunes. 
The  village  of  Grand  Bend  is  about  a 
mile  away.  In  45  minutes,  Merkley  and 
his  wife,  Lois,  can  drive  to  the  Canadi- 
an city  of  London  (population  315,000) 
or  to  the  internationally  celebrated 
Shakespeare  festival  in  Stratford.  A  two- 
hour  drive  puts  them  in  Toronto;  three 
hours  and  they're  at  the  Shaw  Festival  at 
Niagara-on-the-Lake. 

Merkley  is  no  reclusive  wizard  living 
in  some  rustic  cabin.  He  designed  and 
built  a  5,000-square-foot  house  with 
more  than  enough  room  for  visits  from 
friends  or  the  Merkleys'  son  and  mar- 
ried daughter.  But  he  has  always  want- 
ed to  work  on  his  own. 

"I've  wanted  to  run  my  own  business 
ever  since  I  started  working  in  1957  as  a 
journeyman  tool-and-die  maker  [after 
graduating  from  Ford  of  Canada's  four- 
year  course  at  its  Windsor  plant],"  he 
says.  "I  never  liked  office  politics."  This 
is  not  to  say  he  never  worked  in  corpo- 
rate settings,  office  politics  and  all.  Be- 
fore he  settled  down  in  Southcott  Pines, 
Merkley  put  in  time  at  three  machine- 
tool  firms,  the  last  an  international 
operation  where  he  was  supervisor  of 
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Greening  the  Grind  Machine-tool  design  is  labor  intensive,  but  a  technology-aided  move 
has  let  Roy  Merkley  commune  with  his  retriever,  exercise  his  putter,  and  relax  with  his  wife. 


mechanical  engineering.  His  first  attempt 
to  break  away  was  in  1971,  when  he  and 
a  former  colleague  created  a  10-designer 
firm  that  billed  clients  $230,000  in  a  good 
year — not  a  breathtaking  figure,  but 
enough  to  encourage  the  entrepreneur- 
ial spirit.  Eleven  years  later,  Merkley  took 
the  final  step:  He  sold  out  to  his  partner 
and  started  his  one-man  operation,  Merig 
Design,  in  London,  Ontario. 

Merkley  describes  Merig  as  "a  con- 
sultant design  service  for  all  types  of  me- 
chanical design,  including  special  ma- 
chine tools,  welding  fixtures,  cutting 
tools,  part-handling  automation,  radial- 
tire  manufacturing  equipment,  and  ro- 
botic tooling." 

To  start  the  company,  Merkley  and 
his  wife  drew  on  a  bank  line  of  credit, 
but  they  haven't  touched  it  for  years. 
"We've  financed  our  own  way  ever  since," 
he  says.  "Debt  can  kill  you  in  a  business 
like  this,  because  you  can  hit  a  downturn 
at  any  time." 

By  1991,  the  Merkleys  decided  they 
didn't  have  to  be  tied  to  one  place  any- 
more, given  the  advances  in  technology. 
Merkley  was  55  years  old  at  the  time,  and 
though  he  was  prepared  to  stick  to  a  60- 
to  70-hour-a-week  regimen,  he  and  his 
wife  were  ready  for  a  different  way  of 
life.  They  were  ready  to  live  on  less,  as 
long  as  they  could  live  where  they  want- 
ed. Today,  Merkley's  income  hovers 
around  $95,000  a  year,  and  that's  pretty 
much  what  he's  aiming  for. 

"You  never  get  rich  in  this  business 
n  independent  consultant.  But  the 
cresting,  and  you  can  be  quite 
comfortable."  he  says. 


Particularly  if  you  eliminate  the 
drudgery.  Merkley  traded  his  drawing 
board  for  a  CAD  system  in  1984,  invest- 
ing about  $60,000  for  the  hardware  and 
plotter.  Not  surprisingly,  he  never  re- 
turned to  the  rigors  of  manual  design. 
Merkley  figures  he's  spent  more  than 
$92,000  upgrading  the  CAD  system  since 
he  set  up  his  company. 

The  technology  has  reduced  to  a  frac- 
tion the  number  of  long  drives  to  deliv- 
er drawings  to  clients  in  Ontario  or 
Michigan.  "At  times  we  used  to  wait  days 
for  approval  on  a  drawing.  Now  we  send 
it  by  modem  in  a  minute  or  two  direct- 
ly to  the  client's  computer,  and  then  dis- 
cuss it  over  the  telephone. 

"A  dedicated  fax  line  is  also  valuable 
because  we  can  send  hard  copies  as  back- 
up material.  The  electronic  file  dupli- 
cates the  drawing,  which  can  go  direct- 
ly to  the  machine  shop  as  a  blueprint. 

"CAD  is  getting  better  all  the  time," 
Merkley  says.  "With  improved  hardware, 
the  speeds  are  faster... the  system  is  light- 
years  ahead  of  what  it  was  10  years  ago. 
We  used  to  go  for  coffee  while  a  draw- 
ing was  being  regenerated;  now  it's  done 
in  seconds." 

But  in  the  woods  there's  more  to  life 
than  faster  speeds.  Merkley  takes  his  gold- 
en retriever  for  leisurely  walks  twice  a 
day  through  the  forest  or  on  the  beach. 
During  the  summer,  he  and  Lois  take 
out  their  17-foot  inboard  boat  or  play 
golf  at  the  nearby  country  club. 

"I  can  do  more  design  in  my  head 
walking  in  the  bush  or  out  in  the  boat 
for  half  an  hour  than  sitting  in  front  of 
a  blank  screen,"  he  says. 


Easing  off,  of  course,  is  not  letting 
up,  he  says. 

"Deadline  pressures  are  always  there 
if  you're  part  of  an  engineering  process. 
If  I'm  sick  one  day,  it  doesn't  matter.  I 
can't  stop,  because  there's  no  one  else  to 
do  the  work.  The  automobile  industry  is 
very  demanding.  When  you  slip  over  a 
completion  date  for  a  project,  clients  start 
exerting  tremendous  pressure,  and  they 
don't  take  excuses.  They  can't  tool  up 
for  a  car  until  they  have  a  certain  part, 
so  your  performance  is  judged  on  how 
soon  you  can  deliver." 

Accuracy  is  an  even  greater  source  of 
stress  than  deadlines.  "The  biggest  pres- 
sure," Merkley  says,  "is  when  you've 
made  a  mistake  that  has  to  be  corrected. 
The  machine  is  sitting  on  the  floor  wait- 
ing to  go,  and  General  Motors  is  right 
down  the  machine-tool  builder's  throat. 
You  have  to  get  it  fixed — right  now! 
That's  when  you  really  sweat." 

By  now,  Merkley  is  used  to  the  pres- 
sure, and  he  expects  to  keep  working  in- 
definitely. But  he's  responding  to  his  sur- 
roundings by  slowing  the  pace  as 
technology  speeds  up  the  process. 

"The  biggest  chore  I  face,"  he  says, 
"is  keeping  up  with  the  latest  versions  of 
AutoCAD  and  other  software  advances.  I 
never  take  enough  time  to  learn  the  full 
potential  of  the  software  I've  got."  ■ 


MERIG  DESIGN  EQUIPMENT 

HARDWARE 
Pentium  90  PC  complete  with  CD-ROM  drive  and 
dual  floppy  drives,  32  megabytes  of  RAM,  and  a 
540-megabyte  hard  drive.  One-gigabyte  hard  drive 
(removable;  used  for  fast  backup).  Tape  backup 
unit.  Digicom  28.8  modem.  Sony  20-inch  high- 
resolution  monitor.  Power  supply  backup  unit. 
Calcomp  "B"-size  ink-jet  printer.  Hewlett-Packard 

36-inch-wide  pen  plotter.  Canon  plain  paper 
bubble-jet  fax  machine.  Canon  PC5t  photocopy 
machine.  Canon  video  camera.  HP  model  340 
workstation  computer  (used  to  access  and 
translate  old  files).  486  PC  (for  backup). 

SOFTWARE 
Microsoft  Windows  95  and  MS  DOS  6.2,  AutoCAD 
version  13,  Autodesk  PartSpec  (manufacturer's 
catalog  of  DWG-format  drawings),  WordPerfect, 
Microsoft  Word,  Microsoft  PowerPoint,  Microsoft 
Excel,  Telemate,  WinZip. 
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The  new  numbers  are  in  on  e.Sch wab 

-  .  V«Bi.>  .J: i 


Introducing  a  New 
Low  Commission  from  the 
Leader  in  Electronic  Brokerage. 


Schwab  is  #1  in  automation. 


SmartMoney* 

July  1996 


e.Schwab's  new  low  price:  $29.95. 

Now  an  e.Schwab  Online  Investing"' 

account  is  an  even  smarter  decision. 
You'll  pay  just  $29.95  per  equity  trade  up 
to  1,000  shares  and  you'll  get  all  this: 

Confirmation 
of  market 
orders  in 
seconds. 
Charting  and 
graphing 
capabilities. 
Access  to 
news  and 
company 
reports. 


Get  complimentary 
e.Schwab  software 

when  you  open  your 
account.  Plus: 

•  One  company  report 

•  60  minutes  of 
access  time  to  S&P 
MarketScope® 

•  One  month  of  Reuters® 
Money  Network 

It's  a  $140  value. 


Schwab  executes  over 
one-third  of  the  entire  industry's 
retail  online  trades. 

When  SmartMoney  magazine  rated  the 
major  discount  brokers  in  a  number  of 
categories,  Schwab  came  in  number  one 
in  automation.  That  means  you'll  have 
some  definite  advantages  with  Schwab. 

•  More  confidence:  Schwab  has  been 
a  leader  in  online  investing  for  over 
a  decade. 

•  More  accessibility:  Our  system  has 
been  designed  for  high-volume  days 
when  the  market  is  moving  fast. 

•  Faster  service:  Our  goal  is  to  answer 
your  phone  calls  within  60  seconds. 


More  good  numbers 
on  e.Schwab 


SQOO 


No  Schwab  charge  for 
connect  time. 


1  Open  your  account  by  December 
$QOO  \  31,  1996  and  you'll  never  pay  a 


quarterly  fee  for  the 
life  of  your  account. 


Open  your  account  now 

and  the  portfolio  management 
software  is  on  us.  Plus,  we'll  waive 
the  quarterly  fee. 1 

1-800-e-Schwab 

ext.  104  http://www.schwab.com 


e.sctmfab 

online  investing  from  J  Charles  Schwab 


©1996  Charles  Schwab  &  Co.,  Inc. 


All  rights  reserved.  Member  SIPC/NYSE.  (8/96) 


*SmarlMoney  is  a  joint  venture  of  Dow  Jones  &  Co.,  Inc.  and  Hearst  Publications. 
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Canon  Technology  Update: 


Brighter  days  ahead  for  worlf 
between  personal  color  pri 


The  Canon  Color  Laser  Beam  Printer  C  LBP  360PS  produces  true  600x600  dpi  quality  at  speeds  up  to  3  ppm  in  color  and  12  ppm 
in  black  &  white.  It  dramatically  expands  the  possibilities  for  workgroup  color  printing,  even  in  a  multi-platform  network. 

Expanded  possibilities  for  workgroups. 

Our  C  LBP  360PS  is  the  first  in  a  new  generation  of 
network  Color  Laser  Beam  Printers  designed  for  prac- 
tical workgroup  use. 

In  graphic  arts,  for- crisp  layouts,  presentations,  and 
proofs.  In  corporate  offices,  for  colorful  handouts, 
proposals,  and  mailers.  In  research,  for  enlightening, 
multi-hued  graphics.  In  retail,  for  true-to-life  images  on 
flyers  and  brochures. 

In  an  increased  number  of  enterprises,  the  C  LBP 
360PS  expands  the  possibilities  by  making  high-quality 
color  printing  both  affordable  and  manageable. 

Windows  is  a  registered  trademark  of  Microsoft  Corporation.  All  other  terms  and  product  names  may  be  trademarks  or  registered  tradmarks  of  their  respective  owners  and  are  hereby  acknowledged.  ©1996  Canon  Inc 


For  telecommuters  and  home-based  entrepreneurs,  a 
personal  Color  Bubble  Jet™  Printer  delivers  impressive 
output. 

For  graphics  professionals  and  large  corporations,  a 
central  Color  Laser  Copier  linked  to  a  network  with 
ColorPASS™  controller  performes  high-volume  printing 
as  well  as  scanning  and  copying. 

And  now,  for  workgroups  trapped  in  never-never 
land — never  quite  small  enough  to  justify  individual 
color  printers  on  all  desks,  and  never  quite  large  enough 
to  justify  a  color  copying  machine  in  their  networks — our 
newest  Color  Laser  Beam  Printer  is  coming  to  the  rescue. 


Advertisement 


>ups  caught  in  the  "gray  area" 
g  and  central  color  copying. 


Original  technology  for  exceptional  performance. 

We  utilize  our  own  color  laser  print  engine  in  the 
C  LBP  360PS.  Ideal  technology  that  helps  deliver  the 
performance  required  in  workgroup  operating  envi- 
ronments. 

The  C  LBP  360PS  delivers  quality.  Vivid  contone  256 
grayscale/color  for  a  total  of  16.7  million  different  hues. 
Along  with  an  Auto  Color  Calibration  system  that 
adjusts  the  toner  density  to  compensate  for  tempera- 
ture and  humidity. 

It  delivers  speed.  Its  powerful  64-bit  RISC  100MHz 
processor  assures  high-level  color  printing  and  smooth 
data  transmission.  And  it  has  the  ability  to  print  one 
page  while  processing  the  next. 

It  delivers  compatibility.  With  Ethernet  supporting 
Apple  Talk®,  TCP/IP,  and  IPX  (Novell®)  and  automatic 
interface  switching  to  accommodate  simultaneous  print 
requests  from  Mac®  OS,  Windows®  95  and  NT,  and 
UNIX®  platforms. 

It  delivers  convenience.  Using  a  minimal  number  of 
printer  consumables,  all  in  easy-to-use,  spill-proof 
cartridges. 


The  C  LBP  360PS  supports  all  major  network  protocols  simultaneously. 
Giving  your  enterprise  the  capability  to  handle  a  multiplatform  workload 
that  would  require  several  lesser  printers. 


CLBP360PS 


Th 


e  commitment  that  colors  our  thinking. 

The  C  LBP  360PS  is  a  reflection  of  our  commitment 
to  workgroup  computing.  It  is  more  capable  and  more 
flexible  than  any  other  design  we  know  of.  Ideal  for  the 


high-quality,  high-speed  color  printing  demanded  in 
today's  networked  enterprise. 

The  C  LBP  360PS  is  also  a  reflection  of  a  heritage 
that  began  with  our  first  Laser  Beam  Printer  20  years 
ago.  And  that  cul- 
minated with  our 
becoming  the  world's 
largest  desktop  laser 
printer  manufacturer. 

Today,  there  are 
advances  in  our 
Color  Laser  Copiers, 
Bubble  Jet  Printers, 
and  Color  Laser 
Beam  Printers  that 
would  have  been 
unthinkable  just  a  few  years  ago. 

Yet  we  can  foresee  an  even  brighter  future  ahead. 

One  in  which  anything  is  possible, 
but  one  thing  is  certain.  We  will 
always  remain  committed  to  the 
enhancement  of  visual  communi- 
cations. Seeking,  through  ingenuity 
and  responsiveness,  increasingly 
beneficial  solutions  to  anticipate  our 
customers'  needs. 


The  C  LBP  360PS  has  fewer  consumables, 
to  minimize  the  need  for  human  intervention. 
It  also  features  one-side  access  for  paper  refill, 
toner  cartridges,  and  other  consumables  installation. 


Mnon  Color  Laser  Beam  Printer  C  LBP  360PS 


Canon 


1 


The  network  compatible, 
Color  Laser  Beam  Printer 
360PS. 

you  to  a  color  las 
printer  that  stan< 
out,  yet  goes  nicely  with  your  network- 
the  Color  Laser  Beam  Printer  360F 
from  Canon.  It's  the  perfect  match  f 
your  business. 

The  Canon  C  LBP  360PS  puts 
1 6.7  million  colors  of  the  rainbow  with 
your  reach.  It's  plug  'n'  play,  and  connec 
easily  with  Macintosh?  Windows™  a 
UNIX  operating  systems,  plus  Etherta 
TCP/IP,  and  Novell®  IPX  networkir 
environments.  Innovative  f/m 
Fiery  XJ  Downloaded"  and  w£ 
Spooler  "  software  give  you  Adobe  PostStr 
unmatched  flexibility  when  downloadir 
PostScript'"  files  and  managing  netwo 
printing.  Which  means  while  you  prir 
your  computer  is  free  to  go  on  to  the  next  jo 
And  because  Canon's  the  lead 
in  laser  technology,  you'll  see  vivii 
continuous  tone  color  at  blinding  speed 
With  the  built-in  Fiery™  XJE™  controlle 
|jy  the  C  LBP  360PS  prints  o| 
en*B  3  full-color  pages  per  minut 
with  a  resolution  of  600  dpi.  Plus, 
feeds  letter-  or  legal-size  paper  with 
capacity  of  up  to  600  sheets.  In  fact,  th 
C  LBP  360PS  makes  color  printin 
so  efficient,  it  can't  help  but  make  yc 
look  good. 

■  So  if  you're  looking  for  a  high-quaiit 
color  laser  printer  to  go  with  you 
network,  we  have  the  system  that  is  th 
solution.  The  C  LBP  360PS  from  Canor 
For  more  information,  just  ce 
1  -800-OK-CANON  anytime,  or  visit  us 
http://www.usa.canon.com  on  the  Wet 


fiery 
driven 


Canot 


!  Among  the  fund-picking  software  pack- 
ages I  reviewed  for  this  column,  Alexan- 
der Steele's  Mutual  Fund  Expert  gathers 
together  the  most  extensive  collection  of 
data.  The  Steele  Systems  database  con- 
tains information  on  8,381  mutual  funds. 
Good  grief.  Eight  thousand! 

Of  course,  nobody  wants  that  many 
funds.  People  want  just  one  good  one  or 
perhaps  a  few  of  the  very  best.  The  prob- 
lem, then,  is  one  of  elimination — obvi- 
[  ously,  a  task  for  your  computer. 

I  looked  at  four  fund-picking  pro- 
grams, created  by  Steele  Systems,  Value 
Line,  Morningstar,  and  Telescan.  Value 
Line  produces  the  most  interesting  graph- 
I  ics.  Morningstar  does  the  best  job  of  ed- 
ucating investors.  Steele  Systems  covers 
■  the  greatest  number  of  funds  and  provides 
i  a  wonderful  push-button  feature  labeled 
i  "winners"  that  greatly  simplifies  and 
guides  the  selection  process. 

Finally,  Telescan  offers  a  unique  pack- 
age: Mutual  Fund  Search.  Its  database  is 
online  rather  than  on  your  disk  drive.  I 
like  this  package  because  it  got  me  out  of 
a  deteriorating  major  mutual  fund  last  fall, 
just  as  the  fund's  once  spectacular  per- 
formance went  dead.  Telescan's  Mutual 
Fund  Search  is  the  only  program  that  di- 
rectly addresses  the  problem  of  when  to 
sell.  The  other  programs  help  you  prune 
and  pluck  a  portfolio  of  funds,  but  deci- 
sive fund  selling  is  not  in  their  repertoire. 

Computers  do  two  things  beautifully 
for  fund  pickers:  sort  and  create  graphs — 
the  meat  and  potatoes  of  any  mutual  fund 
selection  program.  All  of  these  programs 
produce  instant  fund  rankings  according 
to  every  conceivable  fund-rating  criteria, 
and  they  all  do  so  superbly.  Your  com- 
puter instantly  arranges  long  columns  of 
numbers  in  ascending  or  descending  or- 
der. For  example,  if  you  use  Steele  Sys- 
tems and  you  want  to  know  which  of 
those  8,381  funds  has  made  the  most 
money  this  year,  let  your  computer  rank 


a  fund  database  in  order  of  year-to-date 
returns.  Instant  gratification:  the  Moni- 
trend  Gold  Fund  has  gained  80.56%  since 
January  1 — more  than  any  other  fund. 

Fund  analysis  programs  also  draw  a 
graph  of  each  fund's  performance  relative 
to  the  S&P  500.  What  if,  for  example,  10 
years  ago  you  invested  $10,000  in  two 
separate  instruments:  the  fund  under 
study  and  the  S&P  500.  Then,  on  your 
computer,  two  lines  diverge  from  the  ini- 
tial value,  wobble  through  the  years,  and 
end  up  at  the  present  day.  If  the  fund  is, 
say,  Fidelity  Magellan,  your  investment 
would  be  worth  $41,52  1  in  mid-1996, 
versus  $38,016  for  the  S&P  500. 

The  highest-visibility  (best-market- 
ed) packages  are  those  from  Morningstar 
and  Value  Line.  The  drama  of  competi- 
tion between  these  two  stock-  and  fund- 
rating  titans  is  fun  to  watch.  But  it  doesn't 
mean  you  should  automatically  choose 
their  software.  Their  well-known  pro- 
grams strongly  resemble  the  lesser-known 
Steele  Systems  program.  All  three  cope 
with  the  same  basic  problem:  a  monstrous 
database  on  your  hard  disk. 

Morningstar's  Ascent,  for  example,  a 
basic  program  for  individual  investors, 
provides  70  items  of  data  on  more  than 
7,000  funds.  Steele  Systems's  Mutual 
Fund  Expert,  of  course,  has  more  than 
8,000  funds,  and  Value  Line  Fund  Ana- 
lyzer has  more  than  6,000.  All  three  pro- 
grams use  a  gigantic  spreadsheet  to  orga- 
nize the  data.  With  just  a  click,  you  can 
eliminate  expensive  funds  and  risky  funds 
that  do  not  justify  the  high  returns.  You 
can  also  eliminate  funds  that  make  it  dif- 
ficult to  exit  gracefully  and  those  that  were 
born  yesterday.  Telescan's  Mutual  Fund 
Search  does  not  have  to  use  a  spreadsheet 
because  its  database  is  in  Houston — not 
on  your  disk.  You  simply  upload  your  list 
of  requirements  to  Telescan  and  down 
comes,  in  a  few  seconds,  a  ranked  list  of 
funds  that  meet  your  criteria.  In  about  six 
sorts,  you  can  reduce  thousands  of  funds 


to  about  50.  If  you  want  just  a  sector,  such 
as  technology,  you  can  pull  those  funds 
out  for  closer  scrutiny.  Then  you  can  un- 
dertake the  important  fine-grained  analy- 
sis. It  is  largely  a  question  of  optimizing 
risk  and  determining  consistency  of  re- 
sults. To  help,  the  services  supply  their 
research  data  on  each  fund. 

The  chief  feature  that  these  fund  selec- 
tion programs  vigorously  compete  on  is 
graphics.  Telescan's  ability  to  treat  a  fund 
just  like  a  stock,  a  pork  belly,  or  any  oth- 
er form  of  security  is  unique.  Its  program 
draws  linear  regression  trend  lines  and 
trader's  lines  to  show  you  when  a  fund  is 
doing  something  out  of  the  ordinary,  such 
as  zooming  higher  or  suddenly  heading 
south.  These  features  can  help  you  avoid 
buying  at  the  top.  They  also  offer  a  strong 
hint  as  to  when  it  is  time  to  sell.  If  you 
dabble  in  sector  funds  or  other  volatile 
funds,  this  is  the  program  for  you. 

In  terms  of  fund  analysis,  Value  Line 
is  the  pacesetter.  Its  Fund  Analyzer,  for 
example,  uses  graphics  to  present  the  in- 
vesting style  of  a  given  fund  manager.  Su- 
perimposed color  plots  show  the  domi- 
nant positioning  of  the  fund  in,  say,  large 
capitalization  value  stocks,  small  cap 
growth  stocks,  bonds,  and  so  on.  At  a 
glance,  you  can  see  if  and  how  the  fund 
manager  has  been  moving  money. 

Fund  Analyzer  also  offers  gritty  real- 
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Win  Some  With  just  a  click  on  the  keyboard, 
fund-picking  software  such  as  Morningstar's 
(top)  and  Steele  Systems's  can  whittle  down 
thousands  of  funds  to  a  select  few  winners. 
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ity,  not  just  statistics.  It  presents  a  list  of 
the  stocks  that  make  up  the  funds.  In  a 
high-turnover  fund,  the  names  will  have 
changed  by  the  time  you  read  them.  But 
there  is  no  better  way  to  get  a  sense  of  the 
types  of  stocks  your  fund  manager  likes 
to  purchase  than  to  simply  read  them. 

Morningstar's  software  for  profes- 
sionals, Principia  and  Principia  Plus,  can 
draw  bar  graphs  representing  a  fund  port- 
folio's risk  exposure  in  various  markets. 
Because  it's  redlined  at  the  risk  exposure 
assumed  by  the  S&P  500,  you  can  see  ex- 
actly where  your  fund  investment  risk  is 
exceptionally  high  or  low.  Principia  Plus 
can  draw  scatter  plots  that  show  funds  ly- 
ing in  four  quadrants:  high  risk/high  re- 
turn, high  risk/low  return,  low  risk/low 
return,  and  (hooray)  low  risk/high  return. 
Click  on  a  data  point  and  a  window  pops 
open  to  tell  you  the  identity  of  the  fund. 

Morningstar's  programs  come  with 
the  best  documentation.  If  you  know 
nothing  about  funds  or  software,  Morn- 
ingstar  will  guide  you  through  the  selec- 
tion process.  At  both  the  individual  and 
the  professional  level,  its  software  is  es- 
sentially packaged  like  a  short  course,  in- 
cluding texts  and  on-screen  tutorials. 
Morningstar  will  also  teach  you  about  risk. 
Risk,  after  all,  can  be  studied  and  predicted 
to  a  greater  degree  than  return,  and  Morn- 
ingstar emphasizes  this  concept. 

Buying  last  year's  winner — the  hottest 
fund  with  the  best  recent  returns — is  a 
sure  formula  for  disappointment.  What 
you  want  to  buy  instead  is  a  consistent 
winner  that  fits  well  with  your  personal 
investment  needs.  Fund-picking  software 
can  help  guide  you  to  this  discovery.  ■ 

Michael  Gianturco  is  president  of  the  Princeton  Portfolios, 
an  asset  management  firm. 


Ascent,  Principia  and  Principia  Plus, 
Morningstar, 
225  West  Wacker  Dr.,  Chicago,  IL 
60606.  800-735-0700 

Mutual  Fund  Search,  Telescan,  5959 

Corporate  Dr.,  Ste.  2000, 
Houston,  TX  77036.  800-324-8246  or 
sales@telescan.com 

Mutual  Fund  Expert,  Steele  Systems, 

12021  Wilshire  Blvd.,  Ste.  407, 
Los  Angeles,  CA  90025-1200.  310- 
478-4213  or  mutualexp@aol.com 

Value  Line  Fund  Analyzer,  Value  Line 
Publishing,  220  East  42nd  St, 

New  York,  NY  10017-5891.  800-735- 
0700  or  vliswin@valueline.com 
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If  high  tech  is  your  company's  business,  then  your  business 
mould  be  in  Arizona.  Because  we  have  the  trained  work  force 
o  help  you  grow  to  your  maximum  potential. 

Almost  1,300  high-tech  companies  now  call  Arizona  home.  And 
learly  half  our  manufacturing  employment  is  in  high-tech  sectors, 
rhat's  50%  greater  than  the  national  average.  Our  high-tech  work 
orce  is  growing  at  one  of  the  fastest  rates  in  the  country,  assuring 
)  strong  future  labor  pool.  Plus  our  universities  and  community 
colleges  provide  well-educated,  skilled  employees. 

But  that's  not  all.  In  Arizona,  your  company  benefits  from  a  "right 


to  work"  environment.  A  highly  developed  transportation  system. 
And  a  sophisticated  communications  network. 

So  it's  not  surprising  that  corporations  like  Honeywell,  Motorola, 
Intel  and  Microsoft  have  chosen  Arizona  as  the  place  to  grow. 

Give  your  high-tech  company  the  work  force  it  needs  to  ensure 
its  future  growth.  Just  call  the  Arizona  Department  of  Commerce 
at  1-800-528-8421  for  more 
information  and  assistance. 

Then  start  imagining  your 
company's  profits. 


CALL  1-800-528-8421 

Arizona.  Consider  The  Possibilities. 
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Its  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  building  a  company- 
wide  INTRANET.  It's  about  staying  competitive. 


With  total  access,  there  are  no  limits  to  where  you 
can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 

Mobotios 

The  Intelligent  Choice  in  Information  Access 
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I  Inbox 

"  i  Sent 


Subject:  Welcome! 

Date:  Wed,  13  Dec  1995  2047:45  -0800  (PST) 
Frrasr  MoaUa  <info@iittscape.com> 


A  Better  Letter  Developing  good  email  etiquette  can 
message  overload  and  ensuring  a  prompt,  courteous  reply. 

Just  when  you  thought  it  was  safe  to  go 
online,  the  dreaded  email  monster  rears 
its  ugly  head.  Like  a  giant  squid  with  a 
tangle  of  attacking  arms,  it's  capable  of 
hand-delivering  millions  of  junk-mail 
messages  in  a  single  day.  When  it's  par- 
ticularly hungry  or  just  plain  ornery,  it 
rips  apart  attached  files  and  digests  mes- 
sages wholly  and  cleanly  with  nary  a  sign 
of  remorse. 

And  you  thought  your  postman  was 
dyspeptic. 

Thankfully,  unlike  the  postal  service, 
there  are  some  simple  things  you  can  do 
to  improve  the  effectiveness  of  your  email 
system — to  tame  this  creature  of  cyber- 
space. 

Keep  the  Cage  Clean  Before  you  go  out 
and  buy  software,  first  consider  changing 
some  of  your  email  habits.  Use  your  in- 
box  as  an  electronic  "to-do"  list.  You  can 
react  quickly  to  received  messages.  You 
can  also  keep  the  number  of  messages  in 
your  email's  in-box  small  and  manage- 
able. As  you  receive  messages,  quickly 
scan  them  and  then  file  them  into  various 
subject-  or  action-oriented  folders  for  lat- 
er disposition. 

Greg  Hubbard,  a  senior  systems  fel- 
low at  SHL  Systemhouse,  a  Dallas-based 
company  that  designs  and  manages  com- 
puter systems  for  businesses,  uses  two  dif- 
ferent email  systems:  Microsoft  Exchange 
Server  and  Lotus  cc:Mail.  "I  like  to  keep 
my  in-box  fairly  clean.  The  messages  I 
leave  in  it  are  things  that  I  need  to  deal 
with  immediately,"  says  Hubbard.  "A 
cluttered  in-box  would  make  important 


a  long  way  in  managing 


messages  harder  to  spot." 

You  can  use  some  of  the  automation 
tools  built  into  popular  email  packages  such 
as  Microsoft  Exchange,  Lotus  cc:Mail,  and 
Qualcomm's  Eudora  to  help  manage  your 
email.  These  tools  include  filters  or  rules 
that  automatically  sort  your  messages  into 
appropriate  folders,  based  on  the  contents 
of  the  message  or  the  identity  of  the 
originator. 

For  example,  if  you  get  lots  of  mail 
from  your  boss,  you  can  set  up  a  folder 
called  "boss,"  where  these  messages  will 
automatically  collect.  Then  you  can  act 
on  these  messages  and  find  them  at  a  lat- 
er date.  Also,  you  might  consider  using 
other  options  such  as  the  highlighting  fea- 
ture of  Eudora,  which  changes  email  col- 
or, for  important  messages.  Or  try  using 
those  products  that  automatically  forward 
email  to  another  person.  This  feature  is 
especially  handy  for  people  who  are  on 
vacation  or  extended  trips. 

Be  careful,  however,  when  you  use  au- 
tomation tools.  Some,  such  as  automatic 
responses  to  email,  might  have  unin- 
tended consequences.  Daniel  Dern  is  an 
independent  Internet  analyst  in  Newton 
Center,  Massachusetts,  who  has  an  In- 
ternet account  and  an  MCI  Mail  account. 
He  gets  between  100  and  200  messages  a 
day.  "Like  many  who  have  been  using 
email  for  a  decade  or  more,"  he  says,  "I 
remain  cynical  about  the  ability  of  pro- 
grams to  process  things  safely  and  accu- 
rately in  terms  of  auto  response." 

It's  a  good  idea,  then,  to  send  a  test 
message  to  yourself.  See  what  the  content 
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Reputation  As  A 


Top  Management 

1  Development 

Consulting  Firm." 

IIARLES  VAUCHAN-JOHNSON,  PRESIDENT  &  CEO,  THE  BANK  Of  BERMUDA 

"The  Relationship 
Sas  Really  Been  An 

Excellent  One." 

LAN  Richardson,  Senior  VP,  Banking  (Bermuda),  The  Bank  Of  Bermuda 


"In  1993,  the  Bank  of  Bermuda  created  an 
International  Banking  School,  to  focus  on  staff 
training  and  development.  There  had  been  a  lack 
of  coherence  in  our  earlier  on-the-job  training 
efforts.  We  were  intent  on  doing  far  better. 

"We  wanted  to  build  a  consistent  manage- 
ment culture  for  the  Bank.  We  wanted  skills- 
development  dealing  with  the  issues  people 
actually  face  in  financial  services.  We  wanted 
the  role-modeling  power  of  internal  training. 
And  we  wanted  all  our  efforts  to  reinforce, 
not  contradict,  each  other. 

"Zenger  Miller  provides  us  training  that  is 
creative,  interactive,  applicable  and  affordable. 


te  Bank  of  Bermuda  provides  banking,  trust  and  investment 

rvices  to  institutional  and  private  clients  worldwide. 

From  its  base  in  Bermuda,  the  Bank  maintains  an  inter- 

itional  network  of  offices  in  London,  Luxembourg,  the  Isle 

Man,  the  Channel  Islands,  Dublin,  the  Cayman  Islands, 

'.w  York,  Hong  Kong,  Singapore,  Mauritius,  New  Zealand, 

e  Cook  Islands  and  Western  Samoa. 

:t  Income  42  2  Total  Assets 

$  millions)  41.1        '  (in  $  billions)         __  74 
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Every  communication,  every  transaction,  every 
implementation  has  been  first  class. 

"We  valued  their  willingness  to  fit  the 
training  to  our  culture.  The  climate  within  our 
organization  is  now  a  much  healthier,  more 
productive  one.  Zenger  Miller  has  presented 
meaningful  solutions  which  have  helped  us 
move  our  Bank  forward." 

To  learn  more  about  Zenger  Miller,  call 
1-800-566-0630.  Or  fax  us  at  1-408-452-1155. 
Or  log  on  at  http://www.zengermillerlibrary.com 
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Postal  Graces  One  effective  way  to  deal  with  mail  travail  is  to  use  automation  tools,  such  as 
those  offered  by  Lotus  cc:Mail. 


of  the  automatic  reply  is,  especially  be- 
fore going  on  a  long  trip.  Another  good 
email  habit  is  to  examine  the  message 
header  (the  part  of  the  email  that  lists  the 
recipient  as  well  as  the  subject)  carefully 
before  sending  a  message.  In  this  way,  you 
can  double-check  the  return  address  and 
the  recipient.  This  is  particularly  impor- 
tant in  group-mailing  lists. 

Train  the  Thing  Dern's  biggest  issue 
isn't  with  volume  but  with  compatibility. 
"My  immediate  greatest  need  is  for  oth- 
er people  to  know  when  they  aren't  send- 
ing clear  text,"  he  says.  Many  email  sys- 
tems don't  handle  attachments  well  or  at 
all.  The  best  strategy  when  sending  mail 
is  to  avoid  attaching  any  files  until  you 
have  established  that  your  correspondent 
can  receive  and  read  them. 

Practice  good  email  etiquette  by  first 
asking  recipients  if  they  can  receive  large 
(greater  than  150  kilobytes)  attached  files. 
Many  people  are  using  email  via  slow 
modems  and  they  don't  appreciate  wait- 
ing while  all  those  bits  trickle  in.  Anoth- 
er idea  is  to  keep  all  of  your  email  on  a 
single  machine,  such  as  a  laptop  that  you 
can  move  from  your  office  to  home  to  ho- 
tel. This  makes  email  management  a  snap, 
because  you  are  always  getting  your  mes- 
sages in  a  single  place.  You  still,  howev- 
er, need  to  figure  out  how  to  connect  your 
laptop  to  your  office  network  and  then  to 
a  modem  when  you  are  on  the  road.  Af- 
ter all,  you  don't  want  to  trade  one  prob- 
lem for  another. 

Steve  York,  vie  president  of  infor- 
mation technology  at  the  Los  Angeles- 
based  Deluxe  Labs  N        America,  which 
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makes  copies  of  movies  for  distribution, 
has  solved  that  problem.  "I  use  my  laptop 
for  access  to  Lotus  Notes  and  the  Inter- 
net. Since  these  systems  are  in  other  of- 
fices," he  says,  "I  am  always  a  remote  user, 
even  when  I  am  in  my  own  office."  If  you 
can't  run  your  entire  desktop  on  a  single 
laptop,  then  figure  out  a  system  that  al- 
lows you  to  keep  your  mail  in  a  single 
place,  such  as  on  your  office  network. 
Then  copy  the  files  you  need  when  you 
travel.  Some  products,  such  as  Lotus  and 
Microsoft  Exchange,  have  the  ability  to 
copy  your  mail  when  you  move  from 
desktop  to  laptop. 

Chop  It  Down  to  Size  What  happens 
when  you  have  multiple  email  identities, 
such  as  maintaining  an  Internet  account 
along  with  mailboxes  on  CompuServe  and 
America  Online?  Consider  buying  a  prod- 
uct that  can  collect  email  from  several 
sources,  such  as  Global  Village's  Focal- 
Point,  ConnectSoft's  E-Mail  Connection 
(both  for  Windows),  and  Claris's  Emailer 
(for  the  Macintosh). 

Barry  Gerber,  CIO  at  the  UCLA  Neu- 
ropsychiatry Institute  and  Hospital  in 
Los  Angeles,  runs  a  400-seat  network  with 
Microsoft  Exchange.  He  says  Microsoft 
Exchange  "can  collect  mail  from  MS  Mail 
Exchange  and  the  Internet  in  a  single 
mailbox." 

But  independent  analyst  Dern  injects 
a  note  of  caution:  "I  am  cynical  about 
products  that  try  to  do  too  many  things." 
If  you  have  to  maintain  multiple  email 
identities,  make  sure  you  tell  your  clients 
and  potential  clients  where  to  find  you  in 
cyberspace.  Make  it  clear  which  address- 

• 


es  you  check  most  often.  Otherwise  mes- 
sages may  languish  unread.  And  if  you  are 
about  to  send  some  email  to  a  new  corre- 
spondent who  you  suspect  has  multiple 
email  addresses,  you  might  want  to  phone 
first  to  make  sure  the  person  checks  that 
mailbox  regularly. 

"I  got  a  message  from  a  client  wanting 
me  to  speak  at  a  conference,"  says  Dern. 
"But  they  sent  it  to  my  CompuServe  ac- 
count, which  I  don't  list  anywhere  as  one 
of  my  email  addresses  and  check  less  than 
monthly.  What  led  them  to  think  that  I 
read  this  account?" 

Take  Thoreau's  advice,  then,  and  sim- 
plify— reduce  the  overall  diversity  of  email 
systems  supported  in  your  corporation. 
This  is  usually  accomplished  by  adding 
special  software,  called  email  gateways 
(see  Forbes  ASAP,  "Corporate  Email  Ain't 
Easy,"  June  6,  1994),  that  connects  dis- 
similar systems.  Products  are  available  for 
most  major  email  systems.  The  care  and 
feeding  of  gateways,  however,  can  be  try- 
ing for  even  the  most  experienced  of 
computer-sawy  staffs. 

The  New  York  City  government  runs 
Lotus's  Soft-Switch  Central  on  its  IBM 
mainframes  for  this  purpose,  knitting  to- 
gether a  potpourri  of  email  systems.  Once 
gateways  are  installed,  you  can  start  elim- 
inating duplicate  email  systems.  This  is 
what  York  of  Deluxe  Labs  did  at  his  pre- 
vious company,  Hughes  Aircraft  in  Los 
Angeles.  "There  were  at  least  five  differ- 
ent systems  two  years  ago.  We  moved  to 
convert  to  Lotus  Notes  as  our  corporate 
standard  to  eliminate  the  lack  of  connec- 
tivity." In  other  words,  he  tamed  the 
dreaded  email  monster  by  chopping  off  a 
few  of  its  arms.  ■ 


RESOURCES 

Claris  Emailer,  Claris: 
800-544-8554,  408-987-7000 

Eudora,  Qualcomm: 
800-238-3672 

E-Mail  Connection,  ConnectSoft: 
800-234-9497,  206-827-6467 

FocalPoint,  Global  Village 
Communication: 
.800-329-9675,  408-523-1000 

Lotus  cc:Mail  and  Soft-Switch  Central, 
Lotus  Development: 
800-343-5414,  415-961-8800 

Microsoft  Exchange  Server, 
Microsoft: 
800-426-9400 


FORBES  ASAP     Oct -;>er  7.1996 


.  This  is  for  everyone  who's  been  burned 
I  by  technology  that  didn't  work  as 

promised.  It's  a  palmtop  computer 
that  actually  does  what  it's 
lpposed  to  do.  No  exceptions.  No  excuses.  No  kidding. 
Itroducing  the  new  Series  3c  from  Psion  —  the  maker  of 
le  world's  best-selling  palmtop*  and  with  ten  years  of  expe- 
ence,  it's  no  wonder. 

Vorks  just  like  a  computer. 
:unny,  it  is  a  computer. 

'he  Series  3c  is  a  fully  functional  computer,  complete  with  a 

Here's  to  skept 
anyone  who  can 

reemptive,  multi-tasking  operating  system 
lat's  fast,  expandable, 
id  windows- 
riven,  just  like  the 
C  on  your  desk.  To 
lat  we  add  a  backlit 
reen  and  robust, 
uilt-in  applications, 
ike  a  full-featured  word 
■ocessor  that's  compatible 
'ith  Microsoft"  Word. 
Complete  Excel*  and  Lotus* 
pmpatible  spreadsheets.  And  the 
fost  advanced  database  and  agenda 
iftware  in  the  business. 

Want  to  expand  by  adding  more 
software?  You  can  choose 
from  hundreds  of  titles, 
including  Symantec"  Act!, 
Microsoft4  Automap"  Road 
Atlas,  and  ExpenseTracker. 


Will  it  get  along  with  your  PC? 
Glue  should  bond  this  well. 

The  Series  3c  connects  and  integrates  easily  with  your  PC. 
With  just  one  click,  you  can  synchronize  your  calendar  and 
contacts  with  popular  personal  information  managers,  includ- 
ing Microsoft*  Schedule+  7.0  and  Lotus  Organizer"  2.1. 
And  the  PsiWin  package  lets  you  drag 
and  drop  files  from  your  PC  to 
your  3c,  so  you  can 
work  on  them 
wherever  you  go. 

ics,  cynics,  and 
see  through  hype. 

Want  to  communicate? 
We  hear  you. 

Hook  up  a  modem  or  PC  card 

adapter  and  you  can 
send  faxes.  Browse  the 
Internet.  Send,  receive, 
and  reply  to  e-mail, 
even  e-mail  with 
attachments. 
And  there's 
infrared  data 
transfer  that  allows  wireless 
communication  with  IrDA-compliant 
printers  and  other  Psions.  All  this  from  a  2mb 
RAM  palmtop  that  weighs  under  10  ounces,  runs  up  to  80 
hours  on  two  AA  batteries,  and  costs  just  $599. 

So  pick  up  the  new  Series  3c  from  Psion.  It's  a  palmtop 
computer  even  you  can  believe  in.  For  the  Psion  dealer 
nearest  you,  call  1-800-99-PSION 
(in  Canada,  1  -5 1 4-98-PSION).  Or 

visit  US  at  WWVV.pslon.com.  THE  WORLDS  #1  PALMTOP  COMPUTER 


3£,  O  s  DC 

p  s  i  oIn 


Available  at:  CompUSA,  Office  Depot,  Nobody  Beats  the  Wiz,  J&R  MusicWorld,  Sharper  Image, 
Radio  Shack,  Circuit  City  Express,  MICRO  CENTER,  ELEK  TEK,  The  Good  Guys,  Fry's  Electronics,  Lechmere 


Flicks  Fix  Founder 
and  Chairman  Rick 
Adams  once 
interviewed  for  a  fob 
with  George  Lucas. 
Now  he's  built  a 
state-of-the-art 
I  [ollywood  mogul's 
home  theater  for  six, 
with  studio-grade 
equipment  and  it 
Cello  sound  system. 

Ripple  Effect  With 
his  windfall,  Vice 
President  of  Sales 
and  Marketing  Jeff 
Osborn  (below)  and 
his  wife  bought  a 
28-acre  farm, 
including  a  5-acre 
lake.  He  also  picked 
Up  a  new  Porsche 
911  Targa,  and  a 
Miata  for  his  father. 


Photography  by  Molly  Roberts 

UUNet  Technologies,  a  Virginia-based 
company  that  provides  Internet  access  and 
applications  to  businesses,  might  as  well 
be  called  You,  You,  You,  and  You  Net.  Or 
U  Lucky  Dog  U,  Inc.  In  the  six  months 
since  its  IPO  in  May  1995,  its  stock  rose  froii 
an  initial  $14  per  share  to  $98.  Last  April  it 
was  acquired  by  telecom  giant  MFS  Com- 
munications at  a  37%  premium  over  mar- 
ket value.  As  a  result,  40  ol  the  company's 
700  employees  have  become  millionaires. 
Now  a  proposed  MFS  buyout  by  World- 
Com promises  to  make  them  even  richer 
Here  is  a  happy  handful  of  the  newly 
rich,  with  some  of  what  money  can  buy. 
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All  in  the  Family  The  day  after  the  IPO, 
Operations  Asset  Manager  Tom  Wright  and  her 
husband  flew  to  Russia  and  spent  $22,000  of  her 
IPO  share  to  adopt  their  sou  Nicholas  from  a  gloomy 
orphanage.  UUNet  CFO  Jeff  Hilber  (left)  bought 
his  wife,  Shelley,  a  Jaguar  XJK,  and  then  picked  up 
a  3  5 -foot  yacht  for  seagoing  quality  time  with  their 
kids,  Courtney,  Cait/in,  and  Stephen. 
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DOCUMENT  POWER 

THE  NEW  MANAGEMENT  PARADIGM 


I  n  an  endless  quest  to  streamline 
I  organizations  and  make  them  more 
I  responsive,  managers  have  pursued  a 
arrage  of  business  philosophies  and  tech- 
ological  panaceas.  While  each  approach 
olds  merit,  each  has  failed  to  focus  on  a 
jndamental  element  of  the  organizational 
quation  —  the  document. 

The  document  is  undergoing  a  major 
volution  that  will  shake  up  our  businesses 
nd  re-form  them  into  different  entities, 
ail  to  recognize  the  document's  new 
ole,  and  you  will  fail  to  control  your 
rganization. 


The  flexibility  and  power  of  today's 
document  is  evident  in  the  range  of 
creation  and  delivery  options.  Every- 
thing from  the  morning  newspaper  to 
the  hypertext-connected  pieces  on 
the  World  Wide  Web  are  considered 
documents.  But  despite  the  mounds 
of  paper,  stacks  of  CD-ROMs  and  vaults 
of  e-mail,  most  organizations  are  only 
using  a  fraction  of  the  inherent  power  of 
their  documents. 

Documents  hold  incredible  power. 
Technology  has  endowed  the  document 
with  qualities  and  capabilities  that  go  far 


beyond  repositories  of  fact.  Properly 
deployed,  they  can  help  you  achieve 
unprecedented  levels  of  control,  insight 
and  competitive  advantage. 

Imagine  documents  that  can  spot 
trends  across  an  enterprise.  Documents 
that  automatically  respond  to  customers. 
Documents  that  can  proactively  monitor 
sensitive  issues  —  or  documents  that 
can  even  seek  you  out,  and  tell  you  what 
you  want  to  know.  Forward-thinking 
businesses  have  already  harnessed  their 
abilities  and  are  using  them  as  a  competi- 
tive advantage. 
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DOCUMENT  POWER 

THE  NEW  MANAGEMENT  PARADIGM 


Of  course,  unplanned,  unmanaged 
documents  can  cripple  communi- 
cations, deplete  corporate  resources, 
and,  perhaps  most  damaging  of  all, 
stunt  corporate  growth  to  the 
point  where  the  enterprise  fails  to 
thrive. 

Whether  the  power  of  the 
document  is  used  to  advance  the 
enterprise  or  destroy  it  is  up  to  you. 
The  ability  to  accept  and  exploit  this 
new  paradigm  marks  a  milestone  in 
business  management. 


THE  DOCUMENT 
EVOLUTION 

Before  you  deploy  the  document,  you 
must  first  understand  it.  This  is  not  as 
easy  as  it  sounds.  Where  once  we  could 
say  with  confidence  that  documents 
include  bank  statements  and  phone  books, 
menus  and  magazines,  now  we  must 
expand  the  definition  to  include  items  we 
can  no  longer  hold  in  our  hands. 

Xplor  International  defines  the  docu- 
ment as  a  package  of  data  structured  for 
informational  purposes.  Note  that  this 


THE  FUTURE  OF  THE  PRINTED  DOCUMENT 

This  new  document  carries  with  it  myriad  new  physical  properties,  providing  benefits  and  features  far  beyond 
mere  paper-based  documents  alone.  But  it  is  important  to  understand  that  these  digital,  logical  documents  do 
not  herald  the  demise  of  paper.  New  documents  unbound  by  physical  constraints  will  enjoy  explosive  digital 
growth  —  but  don't  throw  away  your  printers.  Printers  will  be  as  much  a  part  of  your  document  strategy  for 
the  next  10  years  as  laptops,  LANs  and  the  Internet,  according  to  projections  made  by  Xplor  International. 
Even  though  the  portion  of  documents  printed  will  drop  from  90%  to  30%  in  the  next  ten  years,  the  growth  of 
information,  which  is  doubling  every  three  or  four  years,  will  drive  the  total  number  of  printed  documents  to 
more  than  double  the  current  level. 
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makes  no  specific  mention  of  paper-bas 
entities  and  is  broad  enough  to  include 
digital  components  as  well.  Thanks  to 
technology  and  innovation,  the  documen 
has  undergone  a  conceptual  shift  from  a 
physical  unit  to  a  logical  one. 

Look  no  farther  than  the  electronic 
frontier  to  test  this  theory.  While 
physical  documents  —  all  those  bits  an 
bytes,  pages  and  lines  —  were  bound 
by  the  limitations  of  hardware,  logical 
documents  have  an  unlimited  amount 
of  bandwidth. 

Documents  have  literally  become 
unbound.  Delphi  Consulting  Group 
takes  the  definition  of  document  to  a 
more  conceptual  level.  Delphi  sees  th 
document  as  an  object  —  a  collection 
of  pointers  and  rules  that  can  simulta- 
neously engage  a  number  of  different 
information  components  and  actions 
(see  chart,  page  8). 

PAPER   MAIL  AS  A 
STRATEGIC  TOOL 

Companies  that  take  advantage  of 
new  finishing  and  mail  technologies 
respond  to  customers  faster  and  mor 
efficiently  while  speeding  operations 
and  eliminating  overhead.  A  prime 
example  of  an  organization  using  pape 
printing  and  delivery  as  critical  parts 
of  the  intelligent  document  strategy  is 
Banc  One. 

The  largest  single-site  trust  operatio 
in  the  country,  Banc  One  Investment 
Management  and  Trust  Services  process 
es  nearly  700,000  statements  annually. 
Printing  and  proper  mail  handling  are 
essential  as  Investment  Management  anc 
Trust  products  are  highly  regulated  and 
time-sensitive. 

Today,  Banc  One  Investment 
Management  and  Trust  Services'  opera- 
tions are  almost  entirely  automated. 
New  equipment  from  IBM  and  Pitney 
Bowes  has  introduced  a  new  set  of 
capabilities  designed  to  maximize 
production  of  highly  sensitive  trust 
documents.  A  Pitney  Bowes  Series  8 
inserter  system,  for  example,  allows 
each  statement  to  be  processed  differ- 
ently based  on  information  about  the 
recipient.  It  allows  the  company  to  cu« 
tomize  its  correspondence  —  a  feature 
rapidly  becoming  a  "must-have"  among 
client-serving  companies. 

In  addition,  Pitney  Bowes'  technolof 
—  called  CodeLite™  —  lets  the 
inserter  grab  data  on  the  fly  that  affect 
print  stream  manipulation  and  mailpiec 
processing.  Inkjet  technology  built  intc 
the  inserter  system  lets  the  company 


Send  200,000  letters  overseas  with  the  push  of  a  single  button. 


Soon,  you'll  be  able  to  reach 
more  customers  in  more  places  with 
Global  ePOSV  Transmit  documents 

from  your  computer  to  be 
printed  out  overseas*  and  delivered 
as  regular  mail.  It's  the  speed 
of  electronic  communications, 
with  the  power  of  a  letter. 

HOW  TO  GET  THERE.™ 

UNITED  STATES 
WtZM  POSTAL  SERVICE 

GLOBAL  ePOSTSM 

CALL    202-268-5354    OR    VISIT    OUR    WEB    SITE    AT  http://WWW.USPS.GOV 

Member  countries  so  far  include  Australia,  Denmark,  Finland,  France.  Germany.  Iceland.  Italy.  Jersey  (Britain),  Malaysia,  the  Netherlands.  Norway.  Singapore.  Sweden,  Switzerland.  Thailand   ©  1996  LtSl*S 
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address  9x1 2-inch  envelopes  inline,  a 
time-saving  step  that  also  enhances 
document  integrity. 

StreamWeaver®,  a  print  stream 
processing  software  product  from  Pitney 
Bowes  Software  Systems  (PBSS),  supports 
functionality  to  the  IBM  duplex  printer 
and  the  Pitney  Bowes  inserting  equip- 
ment. StreamWeaver  was  used  to 
convert  the  print  stream  from  simplex 
to  duplex  printing  independent  of  the 
application  itself. 

"StreamWeaver  is  the  key  to  our 
operation,"  says  Minerva  Minthorn,  team 
leader  of  physical  distribution.  "It  allows 
us  to  maximize  the  efficiency  of  the 
inserter  by  removing  those  statements 
that  are  over  40  pages  long  and  require 
special  handling."  StreamWeaver  also 
identifies  35  different  codes  for  unique 
processing,  sorting  and  handling  of 
special  requests  such  as  alternate 
delivery  methods,  internal  mail  stops 
and  the  handling  of  statements  that 
require  hand  checking. 

"This  allows  us  to  offer  customized 
products  in  a  mass  production  environ- 
ment, which  helps  differentiate  Banc 
One  Investment  Management  and  Trust 
Services  in  the  investment  market,"  says 
Minthorn.  By  using  PBSS  software  equip- 
ment, Banc  One  Investment  Management 
and  Trust  Services  was  able  to  manipu- 
late and  enhance  print-ready  documents 
without  changing  the  business  applica- 
tion. This  allowed  the  company  to  very 
quickly  take  advantage  of  the  new  print 
and  mail  finishing  hardware  investments. 


POSTAL   SERVICE  ON 
THE  ELECTRONIC 
FRONTIER 

While  the  ultimate  goal  of  Banc  One 
Investment  Management  and  Trust 
Services  is  to  serve  its  customers,  the 
immediate  goal  of  its  processing  center 
is  to  get  documents  ready  to  be  mailed. 

Businesses  that  take  the  time, 
energy  and  money  to  prepare  first-class 
mailings  can  be  reasonably  sure  that  they 
will  reach  customers  in  an  acceptable 
amount  of  time.  It's  a  comfortable,  tried- 
and-true  procedure  for  both  parties. 
As  our  document  strategies  shift  to 
embrace  more  digital  strategies,  however, 
delivery  becomes  more  uncertain. 

But  even  the  United  States  Postal 
Service  doesn't  expect  you  to  use 
paper  mail  forever,  and  for  everything. 
Currently  examining  its  role  in  electronic 
commerce,  the  USPS  proposes  a  service 
that  will  bring  the  same  level  of  assurance 
and  integrity  found  in  First-Class  mail  to 
select  electronic  mail. 

Under  a  recently  published  Federal 
Register  notice,  U.  S.  Postal  Service  post- 
marked e-mail  messages  receive  a  time- 
and-date  stamp,  encryption  and  digital 
signature  —  generated  using  an  exclu- 
sive postal  service  code.  This  post- 
marked file  is  then  forwarded  to  the 
recipient.  The  whole  process  takes 
about  five  minutes  coast  to  coast.  To 
send  and  receive,  participants  use  USPS- 
provided  software. 

According  to  USPS  Senior  Vice 
President  and  Chief  Marketing  Officer 


Loren  E.  Smith,  such  treatment  makes 
it  possible  to  finally  depend  on  the 
contents  of  an  electronic  message. 

"Today  in  electronic  mail,  there's  no 
methodology  for  businesses  or  individu- 
als that  allows  them  to  count  on  the  fac 
that  the  information  they're  receiving  is 
what  the  sender  intended  them  to  get. 
In  other  words,  is  it  authentic?"  says 
Smith.  "There's  also  no  way  of  verifying 
the  electronic  transaction  ever  took 
place.  Included  with  the  electronic  post 
mark  is  encryption,  which  means  it  is 
more  difficult  for  someone  to  read  your 
message.  And  the  U.S.  Postal  Service's 
digital  signature  notifies  the  recipient  if 
the  message  was  tampered  with,  so  the 
reader  is  alerted  to  this  fact.The  recipier 
finds  this  out  by  using  software  to  auther 
ticate  the  contents  of  the  message." 

Many  institutions,  including  the 
Department  of  Defense,  have  approachei 
the  USPS  about  such  a  delivery  service. 
At  the  moment,  when  the  DOD  makes 
and  receives  bids  electronically,  it  is  some 
times  difficult  to  accurately  determine 
document  integrity.  Smith  also  sees 
applications  within  the  medical  communi 
ty,  where  an  electronic  postmark  could 
create  a  confidential  information 
exchange  between  doctors,  hospitals  an 
insurance  carriers.  It  also  has  value  for 
real  estate  transactions,  where  the  time  < 
bid  arrival  could  be  authenticated. 

Postal  officials  believe  that  USPS- 
sanctioned  digital  mail  will  carry  some 
of  the  same  legal  protections  as  regular 
First-Class  mail.  Tampering  with  First- 
Class  mail  is  a  felony.  "Certainly  the 
USPS  Electronic  Postmark  will  give 
messages  greater  legitimacy,  but  any 
legal  ramifications  will  not  be  specificall) 
spelled  out,"  explains  Smith.  "This  is  nc 
legal  territory  that  has  not  been  tested 
in  court." 

The  USPS  Electronic  Postmark  will  b 
available  on  software  that  is  compatible 
with  existing  electronic  mail  packages. 
The  postal  service  is  also  talking  to  the 
leading  software  providers  about  makinj 
it  part  of  their  packages. 

Why  get  into  electronic  mail  in  the 
first  place?  "First,  our  customers  have 
j  been  asking  us  to  do  this.  Second,  we  ha^ 
a  history  of  facilitating  industrial  com- 
merce," says  Smith.  "Electronic  mail  fits  i 
!  with  the  core  of  our  mission  and  the 
|  intent  of  the  Constitution  in  setting  up 
the  postal  service:  to  facilitate  all  busine: 
in  the  exchange  of  messages  and  com- 
merce.We've  been  assuring  the  security 
and  accountability  for  first-class  mail,  and 
we  will  continue  to  do  so." 


USPS  Cyberspace  Initiatives 


Global  ePest 

Global  ePost,  an  electronic-to-hard-copy  conversion  service,  lets  businesses  prepare  mail  electronically 
and  have  it  delivered  the  next  day  in  hard-copy  form,  anywhere  in  the  world. 

NetPost 

NetPost  allows  businesses  to  electronically  submit  print  files  with  distribution  lists  to  the  Post  Service, 
assuring  rapid  delivery  to  customers  anywhere. 

Electronic  Postmark 

This  is  the  first  in  a  series  of  Postal  Electronic  Commerce  Services  aimed  at  bringing  e-mail  to  the  same 
acceptance  level •;,;  hard-copy  mail.  Time  and  date  stamping  and  archiving  are  undergoing  testing.  Plans 
call  for  other  services  as  well,  including  registered,  return  receipt  and  verification  of  recipient  or  sender. 

Interacts*:^  Services 

The  Web  Interactive  Network  of  Government  Services  (WINGS),  a  user-friendly  electronic  alternative  to 
a  trip  to  a  government  building,  lets  users  apply  for  a  small-business  loan  or  conduct  other  government 
business  24  hour.    lay.  Other  kiosk-based  interactive  systems  will  offer  gifts  to  travelers  via 
on-line  catalogs. 
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High-speed  color. 
High-speed  action. 

We  can  also  give  you  the 
added  effectiveness  of 
data-driven  highlight 
color  in  a 
production 
printing 
environ- 
ment for 
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business  results,  and  we  can  do  it 
at  virtually  the  same  price  as  black 
and  white.  So 
now  you  can  Q^K^P 
add  impact 
to  your  documents,  as  well  as  the 
urgency  that  guarantees  faster 
customer  reaction.  And  when  you 
consider  that  in  addition  to  all  of 
\    this,  every  Xerox 
printer  comes 
with  a  Total 
MiM  \  Satisfaction 

Guarantee,  the 
only  question 
left  to  ask  is  where  to 
call  for  more  informa- 
tion. The  answer  is: 
1-800-ASK-XEROX,  ext.  460. 
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DOCUMENTS  THAT 
ATTRACT  CUSTOMERS 

Getting  documents  to  their  destination  is 
only  part  of  the  battle.  Though  the  mailed 
entity  is  ultimately  what  most  customers 
see,  documents  that  change  how  compa- 
nies do  business  integrate  document 
management  all  the  way  down  the  line. 

Elderhostel,  a  Boston-based  nonprofit 
organization  fielding  more  than  3,000 
unsolicited  inquiries  a  week  for  its  free 
seasonal  catalogs  from  seniors  eager  to 
travel,  is  seeking  to  maximize  customer 
satisfaction  by  target-testing  print-on- 
demand  catalogs. 

One  of  the  most  exciting  develop- 
ments in  document  printing,  print-on- 
demand  —  or  just-in-time  publishing  — 
enables  companies  like  Elderhostel  to  cre- 
ate, update  and  publish  catalogs  and  docu- 
ments when,  where  and  in  the  precise 
quantity  needed.  With  solutions  designed 
specifically  for  time-sensitive,  graphics- 
intensive  publishing  applications,  Oce 
Printing  Systems  (formerly  Siemens 
Nixdorf  Printing  Systems)  helps  Elder- 
hostel reach  its  highly  targeted  audience. 

True  to  its  name,  Elderhostel  offers 
hostel  experience  to  adults  55  and  older. 
They  share  lodging,  meals  and  learning 
experiences  through  a  network  of  1 ,900 


educational  and  cultural  institutions  in  the 
U.S.,  Canada  and  70  other  countries. 
More  than  300,000  hostelers  have  partici- 
pated in  Elderhostel's  programs.  . 

Wishing  to  move  from  a  massive 
newspaper  tabloid-size  catalog, Vice 
President  of  Information  Services  Paul 
Duquette  needed  to  find  a  print-on- 
demand  solution  that  would  optimize 
quality  and  productivity,  deliver  the  best 
price/performance  ratio  and  accommo- 
date a  wide  range  of  applications.  He 
knew  exactly  what  he  wanted:  A  cutsheet 
device  that  could  produce  catalogs  in  a 
three-column  format,  with  variable  fonts, 
in  simplex  or  duplex  mode,  all  with  top 
quality  and  reliability. 

Duquette  found  it  in  the  Oce  Printing 
Systems/Siemens  Nixdorf  Printing 
Systems  2050  Model  300  printer. 
Elderhostel  now  has  two  —  one  for 
typical  production  printing  applications, 
the  other  for  its  customized  print-on- 
demand  catalogs. 

Targeted  tests  are  under  way  that  give 
recipients  the  opportunity  to  call  and 
order  a  catalog  featuring  programs  in 
specific  states.  Plans  are  in  the  works  to 
conduct  tests  so  hostelers  may  order  cat- 
alogs tailored  to  their  specific  interests. 

Potential  savings  in  paper,  postage. 


mailing  and  handling  are  huge  should 
Elderhostel's  smaller  customized  catalog 
prove  to  be  as  successful  as  early  signs 
indicate.  With  the  2050  printer,  routine 
printing  has  gone  up  in  quality  and  dowr 
in  cost. 

Since  installing  the  2050s,  says 
Duquette,  "our  productivity  has 
improved  dramatically."  Currently 
producing  80,000  to  90,000  documents 
each  month,  Elderhostel  will  generate 
even  more  in  the  future.  Duquette  fon 
sees  a  time  when  Elderhostel  will  answi 
requests  by  automatically  searching  its 
database  and  customizing  a  catalog  for 
each  interested  traveler. 

DOCUMENTS 
THAT  IMPROVE 
CUSTOMER  SERVICE 

While  attracting  new  customers  is 
an  obvious  marketing  goal  for  every 
company,  keeping  existing  customers 
happy  is  just  as  important  and  can  prov< 
to  be  even  more  important  to  long-terr 
success.  One  highly  visible  way  savvy 
businesses  show  they  care  about  their 
customers  is  through  the  documents 
they  send. 

Customized,  information-packed  mail- 
ings save  time  and  effort  and  promote 
better  decision-making.  Gone  are  many 
of  the  impersonal  mass  mailings  of  yeste 
year.  New  technologies  have  made  it 
possible  to  target  individuals  using  one- 
on-one  marketing  techniques. 

For  example,  the  world's  largest 
pension  fund, TIAA-CREF  (Teachers 
Insurance  and  Annuity  Association  - 
College  Recruitment  Fund)  sends  varioi. 
personalized  contract  forms  and  report 
to  its  1.8  million  participants.  The  78- 
year-old  Manhattan-based  organization 
manages  some  $170  billion  in  invested 
assets  for  people  employed  in  educatior 
and  research. 

TIAA-CREF  has  always  earned  top 
marks  for  customer  service,  financial 
strength  and  overall  performance.  And 
technology  is  deployed  to  enhance 
customer  service  in  every  possible  way. 

Contracts  and  related  documents, 
formerly  created  by  word  processors, 
typewriters  and  impact  printers  and  the 
assembled  by  hand,  are  now  produced  ii 
a  fully  automated  high-speed  printing 
facility  within  TIAA-CREF  headquarters. 
"We  quickly  provide  new  participants 
with  customized  contract  packages  and 
a  personalized  directory  ofTIAA 
and  CREF  funds  and  services,"  says 
Geraldine  Del  Priore,  integrated  publish 
ing  services  officer.  "Participants  can 


Total  Document  Solutions 


Even  before  launching  its  first  xerographic  laser  printer  nearly  20  years  ago,  The  Document  Company, 
Xerox,  had  established  a  legacy  of  customer  partnership.  As  the  document  —  whether  hard  copy  or  elec- 
tronic —  gains  momentum  as  the  favored  means  for  accessing  and  using  business  information,  the  techni- 
cal expertise  of  Xerox,  together  with  its  ability  to  provide  total  document  solutions,  from  input  through 
management  and  output,  is  making  Xerox  an  ever  more  critical  partner  for  many  forward-thinking  organi- 
zations around  the  world. 

"We  have  a  history  of  working  side  by  side  with  customers  to  thoroughly  understand  their  industries, 
their  businesses,  their  applications  and  their  document  needs,  and  to  deliver  document  solutions  that  answer 
them,  quickly  and  cost-effectively,"  observes  Anshoo  Gupta,  senior  vice  president,  Xerox  Printing  Systems 
Operations.  "We  understand  the  challenges  our  customers  face  today,  because  we  continue  to  face  those 
challenges  with  them,  providing  choices  among  total  document  solutions  that  match  their  criteria  for  success, 
reducing  production  costs,  boosting  productivity,  increasing  revenues  and  adding  value  to  their  documents, 
volue  they  can  pass  on  to  their  customers." 

That's  why  companies  like  TIAA-CREF,  the  country's  largest  pension  system  and  third-largest  insurance 
carrier,  asked  Xerox  to  help  create  a  new  document  production/distribution  center  in  New  York  City.  After 
studying  various  alternatives  for  producing  the  78-year-old  company's  policies  and  statements,  Xerox 
helped  implement  a  solution  that  delivers  personalized,  one-on-one  marketing  documents  to  TIAA-CREF's 
1 .8  million  policyholders. 

With  its  technkni  expertise,  its  specific  knowledge  of  industries  such  as  banking,  insurance,  pharmaceu- 
ticals and  service      ius,  as  well  as  its  deep  understanding  of  documents  and  the  way  people  interact  with 
them,  Xerox  iios  helped  many  businesses  unravel  the  mystery  of  managing  the  document.  The  company 
achieves  this  thr    -  nnovative  solutions  that  help  customers  merge  their  information  technology  strategies 
with  their  documem      i!  strategies,  regardless  of  the  computing  environments  they  choose. 

"We're  not  se:  <es,"  explains  Gupta.  "We're  selling  total  document  solutions  that  help  turn  docu- 
ments themselves  intc     ms  assets  that  dramatically  improve  the  bottom  line." 
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It's  about  time.  When  it  comes  to  printing  on-demand 
you  want  it  on  demand.  Whether  your  document  run 
length  is  one  or  one  hundred,  you  don't  want  to  wait. 
You  want  it  fast,  right  from  the  start. 

The  Kodak  ImageSource  92  printer  delivers  the 
printing  solution  you  want.  A  high-speed  software  RIP 
processes  documents  only  once,  making  subsequent 
printing  exceptionally  fast,  even  when  printing  com- 
plex PostScript  page  description  language  documents. 

The  ImageSource  92  printer  with  Kodak 
LionHeart  print  services  software  operates  on  virtually 
any  computing  platform  including  PC,  Macintosh, 
Sun,  and  DEC.  This  ability  to  interface  with  every 
user  enhances  productivity  and  offers  a  true  print-on- 


demand  solution  tor  your  work  environment.  And 
when  help  is  what  you  need,  the  LionHeart  support 
center  is  there  for  you. 

If  you  want  a  printing  process  that  lets  you 
produce  documents  better  and  faster — and  at  600 
dpi  resolution — the  ImageSource  92  printer  with 
LionHeart  print  services  software  is  the  one  network 
printing  solution  you  can't  afford  to  pass  up. 

Talk  to  your  Kodak  sales  representative  to  gam 
more  knowledge  on  other  ImageSource  92  printer 
applications — or  tor  a  list  of  our  largest  POD  users — 
and  Office  Imaging's  complete  line  of  ImageSource 
solutions,  or  call  1-800-255-3434.  You  can  also  access 
our  Internet  homepage  at  /ittp ://xvwxv. kodak.com. 


Q  Eastman  Kodak  ( lumpany,  1996.  Kodak  and  [mageSource  arc  trademarks 
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immediately  see  that  customer  service  is 
a  hallmark  of  TIAA-CREF." 

Xerox,  a  TIAA-CREF  supplier  for  10 
years,  partnered  with  the  pension  organi- 
zation to  create  the  largest  centralized 
Xerox  production  printing  center  in  New 
York  City.  Fourteen  Xerox  laser  printers 
-  including  two  Xerox  Highlight  Color 
Laser  Printers  —  receive  database 
information  from  two  IBM  mainframes 
and  speedily  print  at  least  five  complex 
documents  annually  per  customer  — 
close  to  ten  million  a  year. 

Electronic  printing  has  also  reduced 
warehousing  costs  on  pre-printed  forms 
and  has  chopped  turnaround  time  in  half. 
Simultaneously,TIAA-CREF  has  managed 
to  increase  customer  satisfaction  by  creat- 
ing documents  effectively  tailored  to  each 
customer's  unique  needs  and  situation. 

DOCUMENTS  THAT 
CHANGE  THE  BUSINESS 
OF  BUSINESSES 

By  presenting  new  ways  to  serve 
customers,  documents  are  also  present- 
ing new  ways  for  businesses  to  serve 
themselves.  Expanded  opportunities 
and  fresh  thinking  are  helping  even  the 
most  traditional  and  procedure-bound 
entities  flourish. 

A  well-planned  technology  strategy, 
backed  by  a  state-of-the-art  microwave 
network,  is  changing  how  one  southern 
California  school  district  functions  and 
relates  to  the  community.  The  Desert 
Sands  School  District,  with  an  enrollment 
of  2 1 ,000  students,  is  giving  people  an 
education  in  what  a  school  can  do. 

Five  years  ago,  a  technology  survey 
revealed  incompatible  network  operating 
systems  and  equipment  throughout  the 
district.  Now,  all  22  sites  are  united  by 
an  IBM  standard  and  a  district-owned- 
and-maintained  microwave  network.  By 
combining  some  paradigm-shifting  thinking 
of  its  own  with  advice  from  suppliers 
such  as  Eastman  Kodak,  the  Desert  Sands 
School  District  has  created  a  unique 
system  that  serves  students,  teachers, 
administrators  and  the  community. 

At  a  time  when  many  schools  are 
scrambling  to  find  a  copying  machine  to 
make  flyers.  Desert  Sands  is  churning  out 
documents  at  a  brisk  92  pages  per  minute 
on  an  Eastman  Kodak  1392  LionHeart 
printer.  In  addition  to  making  its  own 
math  manuals,  repor'        parents  and 
other  documents  for       school  district, 
the  printing  department  is  ,^ble  to 
generate  revenue  by  pi         For  other 
entities  in  the  communit)        lie  district- 
related  projects  are  transr:    er!  over  the 


microwave  link,  community  projects 
come  through  the  door  —  for  the  time 
being.  Dr.  George  Araya, Technology 
Coordinator,  hopes  to  develop  a  digital 
link  with  the  community  as  well. 

It's  a  win-win  situation.  "In  the  past, 
we  have  asked  businesses  to  sponsor 
us  without  getting  anything  in  return," 
says  Araya.  "Now  we  can  also  provide 
services  to  them." 

The  district  also  generates  some 
income  with  its  imaging  center,  which  last 
year  captured,  processed  and  printed 
2,000  school  photos  with  the  help  of 
more  Eastman  Kodak  equipment  — 
including  three  digital  cameras  (one 
DCS  200  and  two  DCS  420s)  and  an  XLS 
8600  export  module  thermal  printer. 
Eliminating  the  middleman  allowed  the 
district  to  make  money  and  offer  the 
pictures  at  a  lower  cost. 

The  school's  fresh  way  of  looking  at 
old  problems  is  not  limited  to  external 
entrepreneurial  activities.  District  per- 
sonnel are  taming  the  academic  paper 
tiger  by  scanning  documents  onto  CDs. 
Araya  is  not  sure  how  many  documents 
have  or  will  be  scanned.  "It's  exciting, 
inexpensive  and  fun,"  he  explains.  "All 
the  departments  want  to  use  it."  He 
estimates  that  it  will  take  about  five  years 
to  place  the  district's  current  documents 
on  CD,  which  will  improve  access,  storage 
integrity  and  archiving. 

For  the  students,  all  this  technology 
enrichment  is  paying  off  in  exposure  to 
ideas  and  techniques  many  would  not 
encounter  until  college  —  if  then. 
Students  assist  in  the  printing  center, 
composing  and  designing  brochures.  They 
generate  multimedia  presentations  in  the 


imaging  center.  Desert  Sands  has  movec 
them  beyond  the  "three  Rs"  and  is 
preparing  them  for  the  digital  future. 

MANAGING  THE 
DOCUMENT 

As  the  document  rises  in  importance 
and  becomes  more  pervasive,  managing 
it  becomes  a  crucial,  enterprise-wide 
activity.  One  key  aspect  is  document 
access.  To  stay  competitive,  serve  their 
customers  and  do  their  jobs,  people 
must  be  able  to  access  the  correct 
document,  and  the  correct  version  of 
that  document,  over  the  vast  reaches  ot 
time  and  space. 

Companies  such  as  Abbey  National, 
one  of  the  United  Kingdom's  largest 
banks,  are  increasingly  relying  on 
technology  to  manage  their  company 
resources.  With  assets  of  more  than 
one  billion  pounds.  Abbey  National  also 
handles  general  and  life  insurance  ser- 
vices. As  the  bank's  portfolio  expanded 
so  did  its  need  to  streamline  communi- 
cations between  headquarters,  branches 
and  other  sites. 

Abbey  National  recently  added  1 5,001 
Interleaf  WorldView  viewers  to  provide 
electronic  viewing  for  the  wealth  of  cor- 
porate documents  transmitted  via  satellit 
during  the  never-ending  financial  day. 
Abbey  National  is  already  rolling  out 
WorldView  at  675  branch  offices  and 
support  centers  in  the  United  Kingdom. 
The  company  expects  cost  savings  of 
more  than  1.5  million  pounds  in  the  first 
year  of  use  alone. 

The  Interleaf  WorldView  distribution 
system  is  helping  Abbey  National 
streamline  operations  by  moving  away 
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WHAT  IS  A  DOCUMENT? 

The  greatest  challenge  in  migrating 
your  organization  to  the  new 
management  paradigm  is  acceptance 
of  the  "new"  document.  Delphi 
sees  the  document  as  an  object,  a 
collection  of  pointers  and  rules  that 
can  simultaneously  engage  a  number 
of  different  information  components 
and  actions.  The  document  becomes 
a  dynamic  resource.  Information  is 
portrayed  in  a  timely  manner  and 
formatted  for  each  user  and  business 
task.  This  document  can  proactively 
route  itself  through  an  organization, 
bringing  procedural  and  information 
integrity  to  a  business. 


Source  Delphi  Consulting  Group 


NO  MATTER  WHAT  HIGHWAY  YOU  CHOOSE  FOR  MESSAGING. 
PITNEY  BOWES  CAN  HELP  SPEED  THE  PROCESS. 

Pitney  Bowes  Mailing  Systems  •  Pitney  Bowes  Production  Mafl  &  Software  Systems 
Pitney  B<^esracsimile  Systems  •  Pitney  Bow^glopier  Systems"     %  « 
Pitney  Bowes  Business  Services  •  Pitney  Bowes  financial  Services 


Pitney  Bowes  holds 
a  key  position  at 
the  "intersection" 
of  electronics  and 
paper.  With  more  than  75  years 
of  experience  in  the  manage- 
ment of  all  types  of  business 
communications  tasks,  we  have 
a  unique  understanding  of  how 
to  optimize  mail  and  message 
delivery  and  bridge  the  gap 
between  paper  and  electronic 
communications.  Our  ability  to 
provide  hardware,  software  and 
systems  integration  expertise 
enables  us  to  serve  our  cus- 
tomers with  a  wide  variety 
of  applications  that  expand 
communications  capabilities, 
speed  delivery  and  control 
costs.  As  technology  makes 
available  an  ever  increasing 
array  of  messaging  media, 
Pitney  Bowes'  experience  and 
technological  know-how  will 
continue  to  bring  benefits  to 
customers  worldwide. 

fi  Pitney  Bowes 
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from  paper-based  business  processes 
toward  on-line  information  distribution. 
Using  WorldView,  Abbey  National's  staff 
members  can  quickly  locate  pertinent 
information  from  a  vast  document  col- 
lection via  a  full-text  search.  Once 
retrieved,  documents  can  be  linked  to 
other  related  critical  information  and/or 
be  annotated,  on-line  in  real  time. 

Documents,  which  can  be  as  long 
as  2,500  pages,  may  be  in  a  variety  of 
formats,  including  spreadsheet,  graphics, 
audio  and  text.  Yet  each  is  handled  with 
the  same  ease  with  which  most  compa- 
nies approach  text  on  paper.  The  rich 
array  of  information  types  made  available 
through  the  electronic  document  adds 
to  the  wealth  of  information  that  can  be 
portrayed  in  these  documents.  Data 
held  on  a  local  server  in  each  branch  is 
updated  overnight  from  the  head  office's 
central  server  using  a  satellite  link. 

This  fast  access  to  the  latest  and  cor- 
rect version  of  corporate  information 
is  a  critical  part  of  customer  service. 
Peter  Greenfield,  business  communica- 
tions manager  at  Abbey  National, 
explains:  "If  customers  see  a  television 
commercial  for  a  new  product,  the  last 
thing  they  want  is  to  walk  into  a  branch 
and  find  staff  have  to  refer  to  a  leaflet  or 
colleague  for  details." 

With  the  help  of  Interleaf,  Abbey 
National  is  taking  the  lead  in  the  fast- 
moving  world  of  banking  and  finance  by 
leveraging  communications  systems  that 
provide  flexibility,  speed  of  response  and 
consistency  that  customers  demand. 

TOWARD  A 

CORPORATE  DOCUMENT 
MANAGEMENT  STRATEGY 

Despite  the  varied  applications  and  tech- 
nology approaches  taken  by  BancOne, 
Elderhostel, TIAA-CREF,  the  Desert  Sands 
School  District  and  Abbey  National,  these 
organizations  all  had  one  thing  in  com- 
mon —  a  vision.  Each  realized  that  com- 
petitive parity,  reached  through  simple 
deployment  of  document-based  technolo- 
gies, was  not  enough.  Competitive  advan- 
tage was  only  achieved  through  the  devel- 
opment of  a  corporate  document  strate- 
gy, aligned  with  -ut  not  constrained  by, 
technology  alternatives.  Whether  you 
start  with  a  new     proach  to  printing  on 
demand,  or  laum    into  cyberspace,  there 
must  be  a  visic:  h  old  rules  are 

broken.  At  the  -  i  hat  strategy  is  a 

newly  defined  d 

The  emerging  r  the  document 

is  as  the  interface  information 
world,  the  interface  ch  people  are 


Flexing  Your  Document  Power  on  the  Internet 


No  discussion  of  the  electronic  document  can  ignore  the  impact  of  the  Internet  or  World  Wide 
Web.  The  Web  is  virtually  on  every  organization's  short  list  as  a  means  of  internal  and  external 
communication.  And  at  the  heart  of  the  Web  is  the  electronic  document. 
In  a  recent  survey  conducted  by 

WHICH  STATEMENT 
BEST  APPLIES  TD  YOUR  ORGANIZATION? 


We  are 

using 
intranets 
extensively 


We  are  using 
intranets  minimally 


Delphi  Consulting  Group  of  400  Forbes 
500s  organizations,  90%  of  respondents 
said  they  were  using  or  actively  evalu- 
ating an  intranet.  While  putting  up  a 
Web  site  is  relatively  easy  (and  getting 
easier  all  the  time),  creating  a  Web  site 
that  is  truly  useful  is  not  a  trivial  task. 
This  is  especially  true  of  Web  sites  that 
are  being  created  for  business-critical 
applications,  i.e.,  applications  that 
go  beyond  electronic  distribution  of 
marketing  collateral. 

The  Internet  does  much  more  than 
simply  put  documents  online.  It  has  effectively  shifted  the  document  metaphor  from  page/paper-oriented 
presentations  to  interactive  objects.  Unlike  publishing  for  exclusive  distribution  in  static  media  such  as 
paper  and  CD-ROM,  publishing  on  the  Web  delivers  a  document  that  is  personal  and  timely.  It  is  this  ability 
that  enables  your  clients  to  dial  in  and  get  their  most  current  policy  or  account  information  online.  It  is 
the  interactive  and  intelligent  nature  of  the  electronic  document  that  can  automatically  link  your  clients  to 
their  current  payment  schedule  and  provide  a  suggestion  of  relevant  new  product  offerings  to  consider 
and  purchase.  This  type  of  document  management  provides  critical  data  integrity  and  delivers  uniquely 
personalized  consumer  information,  assuring  leading  edge  customer  service  and  marketing. 

Authors  must  now  consider  not  just  the  message,  but  how  it  might  link  to  related  information  on  the 
Web.  Furthermore,  how  does  one  keep  track  of  all  document  changes  and  communications  over  time  for 
historical/legal  backup?  The  bottom  line  is  how  you  maintain  control  over  your  information  when  the 
definition  of  the  document  is  changing  as  quickly  as  the  growth  of  the  Web.  It  is  only  with  this  level  of 
control  that  the  true  value  of  access  to  information  over  the  Web  can  be  reached. 

Source.  Delphi  Consulting  Group 


interacting  with  information  collections, 
and  the  way  enterprises  are  reaching 
out  to  their  clients  in  ways  never  before 
thought  possible.  Today's  document 
collections  are  as  rich  in  formats  as  they 
are  in  information. 

The  document  is  being  transfigured 
from  tangible  pieces  of  paper  to  chunks 
of  information  assembled  from  multiple 
locations  and  data  types  into  communi- 
cation vehicles  tailored  to  the  business 
process  and  the  user.  Organizations  that 
recognize  this  are  changing  the  rules  of 
the  game.  On-line  profiling  and  real-time 
polling  and  routing  of  information  based 
on  specified  user  criteria  are  becoming 
commonplace  via  the  Internet.  Some 
companies  are  testing  the  concept  of 
feedback  —  the  ability  of  the  document 
to  recognize  the  reader's  interests  to 
suggest  additional  topics,  or  even  to 
deliver  an  on-line  commercial  or 
brochure  —  all  in  real  time. 

Organizations  are  now  being  forced 
to  ask,  "Where  do  we  stand  on  the 


document  management  spectrum?" 
Examine  your  needs  and  goals,  the  type 
and  nature  of  the  information  you  col- 
lect and  provide  and  the  way  your  enter 
prise  uses  documents.  Define  document 
loosely  —  consider  its  evolving  nature! 
Consider  the  creation  delivery  and 
control  alternatives  presented  by  the 
electronic  document  and  begin  building 
a  foundation  that  will  carry  your  enter- 
prise forward  into  the  21st  century. 
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Printing  has  changed  more 
in  the  last  5  years  than  it  has 
in  the  previous  100. 


Are  you  ready 
for  the  next  five? 


Ne  are.  Oce  Printing  Systems  USA,  Inc. 

rhings  are  changing.  And  they're  changing  fast.  In  fact, 
n  today  s  technology-driven  business  world,  change 
is  occurring  at  an  exponential  pace.  Take  document 
Irocessing  for  example. 

fhe  world  of  high-performance  printing  has  changed 
jnore  in  the  last  five  years  than  it  had  in  the  previous 
!>ne  hundred.  Today's  businesses  are  under  pressure  to  get 
>roducts  and  information  to  market  faster.  Documents 
re  generated  and  distributed  electronically  on  digital 
locument  highways  and  printed  locally... at  very  high 
peeds,  with  very  high  quality. 

"he  question  is  —  are  you  ready  for  the  next  five  years? 
it  Oce  Printing  Systems,  we  are.  And  as  we  move  into  the 
uture  of  document  production  technology,  we're  ready  to 
ake  you  there  too. 


How?  With  leading-edge  solutions  like  on-demand  print- 
ing systems  that  store,  retrieve,  and  print  your  documents 
in  any  quantity  at  the  highest  speeds.  With  future-proof 
printing  solutions  like  the  PageStream  Twin  Series  at 
744  images  per  minute  bringing  you  a  revolutionary  new 
scalable  raster  architecture  controller,  offering  maximum 
speed,  resolution,  and  upgradeability.  Or  the  210  DSC, 
that  prints  duplex  or  simplex,  with  highlight  color. 
Providing  the  industry's  strongest  line-up  of  flexible, 
open  systems  electronic  printing  solutions.  All  backed 
by  the  resources  of  a  global  organization  whose  singular 
focus  is  making  you  look  good  on  paper. . .  everywhere 
and  anywhere  in  your  enterprise. 

Oce  Printing  Systems  USA,  Inc.  Fhe  new 

name  for  excellence  in  high-performance  printing. 


>ce  Printing  Systems  USA  ,  Inc.  5600  Broken  Sound  Boulevard,  Boca  Raton,  FL  33487  1-800-523-5444 
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"Interleaf  Is  #1  in  1995  Document  Management  Market  Share." 
Delphi  Consulting  Group  http://www.delphigroup.com 


"Ladies  and  Gentlemen, 
I'm  afraid  we 
have  a  document 

management  problem. 


Information  speeds  around  so  fast  these  days,  it's  hard  to  imagine  it  won't  take  a  wrong  mm.  Let's  face  it... 
creating,  managing  and  sharing  information  is  not  easy.  Especially  when  you're  coping  with  multiple  documents, 
spreadsheets,  email,  Internet  and  Intranet  overload,  drawings,  and  electronic  files.  But  there  is  a  simple  solution. 
Interleaf's  Integrated  Document  Applications.  Designed  specifically  to  meet  business  needs. 

Only  Interleaf,  the  market  leader  in  Integrated  Document  Applications,  manages  the  convergence  of 
Electronic  Publishing,  Document  Management  and  Internet  distribution.  The  result?  Our  customers  dramatically 
reduce  the  time  and  cost  of  reliably  distributing  business-critical  information  throughout  the  enterprise. 

RESULTS  You  Can  Drive  To  The  Bank.  Many  Interleaf  customers  achieve  bottom  line  results  that  exceed 
100%  ROI  in  less  than  one  year.  With  solutions  for  applications  that  range  from  product  specifications  to  ^ 
regulated  safety  data,  financial  compliance  and  quality  processes,  what  can  we  do  for  your  business? 

Call  800-456-5323  EXT.  Ill  FOR  a  valuable  ROi  Study  from  IDC:  Call  today  for  your  free  copy  of 
International  Data  Corporation's  study  -  The  Business  Case  for  Electronic  Document  Management 

You'll  see  concrete  examples  that  show  how  Interleaf 
solutions  help  companies  drive  higher  productivity  and  lower  costs 

Document  Applications  for  Real  Business  Problems. 


Interleaf 
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THE  NEW  TECH  CEO 


Tyke  A 

Today's  CEO  must 
deal  with  boy  founders  who 
cherish  MTV,  not  M.B.A.  V. 


Success  is  a  long-considered 
and  a  much-remarked-upon 
phenomenon.  This  journal's 
parent,  Forbes  magazine,  was 
founded  in  1917  to  solve  its 
mysteries.  Back  then,  when 
people  thought  of  successful 
CEOs,  they  thought  of  men 
ike  Ford,  Carnegie,  and 
Mellon.  Entrepreneurs,  in 
other  words. 

Not  until  the  years  follow- 
ing World  War  II  did  the  im- 
age of  a  corporate  CEO  shift 
from  the  sui  generis  founder  to 
the  cool  professional  manag- 
er. Alfred  Sloan  of  GM  was 
the  prototype  suit.  Jack 
Welch  of  GE  may  be  the 
exemplar  today. 

But  that  skips  too  fast 
over  history.  Let's 
not  forget  the 
1970s,  and  the 
twin   quakes   that  still 
shape  the  landscape.  One 
was  the  first  cracks  in 
oversized  conglomerates, 


soon  to  rip  open  and  usher  in  the  radical  restructuring 
and  "slimsizing"  that  continues  apace  20  years  later.  The 
other  was  the  personal  computer. 

We  have  rich  lore  and  images  about  the  PC's 
founders:  from  nerdy  Steve  Wozniak  miraculously  dis- 
covering a  kindred  soul  in  the  hippie  wanderer  Steve 
Jobs;  to  Bill  Gates  and  Paul  Allen,  Seattle  friends  who 
hatched  their  kit-computer  software  scheme  on  walks 
through  Harvard  Yard. 

Less  distinct  are  images  of  the  industry's  CEOs.  One 
struggles  to  think  of  many  who  are,  well,  much  good.  First 
a  disclaimer:  Our  criticism  does  not  include  founder  CEOs 
such  as  Gates,  Larry  Ellison,  Scott  McNealy,  Michael  Dell, 
Craig  Benson  and  Robert  Levine,  and  Tom  SiebeL.nor 
early-hire,  rise-through-the-ranks  generals  such  as  Andy 
Grove,  Eckhard  Pfeiffer,  and  Joe  Costello.  We're  talk- 
ing hired  guns.  Lou  Gerstner  of  IBM,  from  the  food  and 
tobacco  industry,  has  made  a  promising  start.  Still, 
after  three  years  the  jury  remains  out  on  whether  he 
can  grow  the  company  faster  than  inflation.  John 
Morgridge  enjoyed  a  terrific  tenure  at  Cisco  from 


1988  to  1994  and  his  successor,  John  Chambers,  is  man- 
aging well — so  far.  And  there  are  others. 

But  mostly,  the  history  of  hired-gun  CEOs  in  technol- 
ogy presents  a  bleak  picture.  John  Sculley  did  a  fine  job 
managing  Apple's  brand,  but  he  couldn't  surf  the  technical 
waves  underneath.  Just  weeks  ago,  Novell's  Bob  Franken- 
berg  and  AST's  Ian  Diery  suffered  career  wipeouts. 

Suddenly,  and  despite  this  troubled  history,  the  hired- 
gun  CEO  is  hot.  What's  different  now?  The  mood,  for 
one — call  it  IPO  fever.  Although  the  rush  to  go  public  has 
slowed  in  the  last  couple  of  months,  the  five-year  up- 
trend has  exploded  the  demand  for  gray-haired  CEOs  who 
can  sweet-talk  Wall  Street.  This  is  particularly  true  with 
early-stage  companies  going  public.  (My,  how  we  called 
this  trend!  While  final-editing  this  section,  we  learned 
that  Alex  Mandl  had  jilted  the  AT&T  president's  office 
for  a  wireless  startup.  The  backers  calculate  Mandl's 
sign-up  bonus  of  .02  gigabucks  is  a  cheap  ticket  to  a  high- 
profile  IPO  next  year.) 

But  also  true  is  that  the  pool  of  CEOs  has  changed.  The 
cultural  divide  that  once  separated  brilliant  founders  from 
cool  suits  has  closed.  It's  the  suits  who've  adapted.  Intu- 
it's  Bill  Campbell  may  be  naturally  disposed  to  bark  or- 
ders from  the  sidelines — he  once  did  that  as  Columbia's 
football  coach — but  he  knows  that  won't  cut  it  with  to- 
day's software  highflier.  Talented  geeks  would  flee.  And 
talented  geeks  are  your  franchise  today.  — Rich  Karlgaard 

Eeny  Meeny  CEO  Just  a  decade  ago,  the  standard  issue 
^>     chief  executive  was  a  50-year-old  man 
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WHAT  IT  TAKES 

The  Right  CEO  for  a  Technology  Venture  Is  Decisive, 
Confident,  Cautious,  and  Connected.  By  Clint  Willis 

You  and  your  partners  have  $8  million  invested  in  a    ployees,  customers,  and  investors  on  board.  "The  CEO 


company  whose  product  (still  under  development)  promis- 
es to  redefine  the  technology  industry.  But  time  is  short. 
Another  few  months  (hell,  weeks)  and  the  competition 
will  have  the  market  locked  up.  Your  company's  founders 
are  26-year-old  software  programmers  who  think  M.B.A. 
stands  for  Men's  Basketball  Association,  and  your  $8  mil- 
lion is  almost  gone.  Soon  you'll  need  to  convince  Wall 
Street  to  back  an  IPO. 

If  the  venture  succeeds,  your  $8  million  stake  could 
grow  into  billions.  But  it  could  just  as  easily  fail — unless 
you  hire  the  right  CEO.  He'll  get  the  product  out  on  time, 
create  a  distribution  strategy,  and  convince  Wall  Street 
to  buy  it.  That  done,  he'll  work  on  the  next  generation 
of  product,  attract  and  retain  talent,  form  alliances,  and 
scan  the  horizon  for  competitors. 

Such  superstar  CEOs  are  in  short  supply.  But  they  do 
exist,  as  the  profiles  on  the  following  pages  prove.  But 
how  do  you  recognize  such  paragons  before  they  turn  a 
startup  into  an  empire?  To  answer  that  question,  we  asked 
23  venture  capitalists,  headhunters,  investment  bankers, 
and  CEOs  to  talk  about  the  qualities  required  to  lead  a 
technology  company  to  the  promised  land. 

For  starters,  they  told  us  that  those  qualities  have 
changed.  Ten  years  ago  CEOs  were  chosen  from  a  well- 
defined  pool  of  executives  at  big,  respected  semi- 
conductor or  engineering  firms.  "The  template 
called  for  a  50-year-old  guy  in  a  suit  with  a  busi- 
ness degree  and  experience  at  HP,"  recalls  Dick 
Kramlich,  managing  partner  at  New  Enterprise  As- 
sociates, a  venture  capital  firm.  "Now  we're  open 
to  different  kinds  of  talent  and  experience." 

That's  because  today's  startups  need  different 
kinds  of  talent  and  experience.  A  decade  ago  com- 
petitors would  hang  back  after  a  product  launch  to 
see  if  a  market  developed.  Now  the  first  imperative 
is  the  one  that  CEO  Jim  Barksdale  imposed  on 
Netscape  Communications:  Create  a  product  that 
will  immediately  become  an  industry  standard, 
or  at  least  one  that  is  very  hot,  very  fast. 

What  kind  of  CEO  can  meet  these  demands? 
We  learned  that  the  most  successful  technology  CEOs  gen- 
erally combine  (in  different  proportions)  quite  disparate 
characteristics:  confidence  and  humility;  decisiveness  and 
deliberation;  free  spending  and  miserliness;  fearlessness 
and  caution  But  they  also  share  certain  essential  quali- 
ties. The)  must  in'  visionary,  adaptable,  market 
driven,  experienced,  and  connected. 

Visional  I  tizzy  concept,  but  it's  what  keeps  em- 


must  have  a  clear  picture  of  where  the  company  is  head- 
ed— and  an  enormous  amount  of  confidence  in  that  vi- 
sion," says  Kramlich.  "If  people  don't  think  you're  mov- 
ing the  company  forward,  they'll  move  on." 

And  not  just  any  vision  will  do.  It  must  be  based  on  a 
reasonably  accurate  picture  of  the  future.  "Technology 
requires  you  to  take  a  stand  on  where  the  world  will  be 
three  years  from  now,"  says  Jeff  Braun,  the  chairman  of 
Maxis,  a  software  simulation  company.  In  August,  Braun 
looked  at  the  future. ..and  fired  himself  as  CEO. 

Adaptable.  That  said,  a  vision  must  be  executed  ac- 
cording to  the  demands  of  the  moment.  "Pillsbury  has  a 
very  detailed  plan  to  raise  its  market  share  of  toothpaste 
from  16.1%  to  16.2%,"  says  Ken  Currier,  CEO  of  con- 
sumer software  maker  Expert  Software.  "But  we  can't  do 
that.  We  want  to  raise  our  market  share  from  zero  to  40% 
as  quickly  as  possible.  There's  no  time  to  plan  every  move 
in  advance.  You  have  to  bash  your  way  through  it." 

Or  change  it,  if  the  market  makes  your  vision  obso- 
lete. "A  vision  is  a  theory  about  where  your  business  is 
going,"  says  Mory  Ejabat,  CEO  and  president  of  net- 
work switch  maker  Ascend  Communications.  "My 
job  is  to  talk  to  customers  and  find  out  if  my  theo- 
valid.  If  not,  I  adapt  it." 

Market  driven.  "Engineers  talk  about 
how  fast  a  product  is  and  what  cool  features 

Art  of  the  Matter  ///  a  mystifying  market- 
place, the  high  tech  CEO  must  have  a  clear 
picture  of  where  the  company  is  headed. 
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New?  Naw!  Forget  resting 
on  your  laurels  for  doing  the 
right  thing.  Fast  heats  best. 
Move  quickly  from  newer  to 
newest,  or  you  11  be  passed  by. 


it  has,"  says  Sun 
VP  Ed  Zander.  "But  I 
have  to  ask  how  the  cus- 
tomers will  use  the  thing." 
Often  a  CEO  has  to  be  savvy 
enough  to  identify  a  problem  customers  need  solved.  For 
example:  Octel  CEO  Bob  Cohn  decided  14  years  ago  that 
people  needed  a  device  that  let  them  leave  a  voice  mes- 
sage efficiently.  Today  nearly  70%  of  the  100  largest 
companies  use  Octel's  voice-messaging  systems.  "We 
defined  a  product  based  on  people's  needs  and  what  the 
competition  wasn't  doing,"  Cohn  says. 

Experienced.  Yes,  but  which  kind  is  most  useful?  A  few 
years  ago,  a  brilliant  record  in  the  industry  was  the  sine 
qua  non  of  a  high  tech  CEO.  Some  say  it's  still  crucial. 
"The  rate  of  change  is  so  quick  that  you  have  to  under- 
stand technology  deeply,"  says  Zander. 

But  pure  tech  guys  don't  have  the  tools  to  help  a  com- 
pany grow  once  its  original  product  is  out.  "High  tech 
has  turned  into  a  marketing  game,"  says  Pete  Fenner, 
president  and  CEO  of  cable  modem  maker  Com21.  "You 
need  someone  with  marketing  experience  who  is  used 
to  a  leadership  position  in  a  fast-growth  company." 
Connected.  According  to  headhunter  John  Thomp- 


son, connectivity  is  also  a  key  attribute.  "Today  we're 
looking  for  someone  who  has  a  good  Rolodex,"  he  says. 
"We  want  someone  who  can  get  in  to  see  decision  mak- 
ers at  other  firms  to  create  joint  ventures,  licensing  agree- 
ments, equity  investments." 

Such  deals  are  increasingly  vital  to  survival.  For  ex- 
ample: Com2 1  wants  to  create  a  standard  in  the  cable  mo- 
dem business — but  it  faces  competition  from  dozens  of 
other  companies.  Solution?  A  partnership  with  a  much 
larger  competitor,  3Com.  "Potential  customers  want  to 
buy  from  a  company  that  will  be  around  for  a  while,"  says 
Fenner.  "The  partnership  with  3Com  gives  our  little 
company  credibility." 

This  category  is  also  a  great  way  to  identify  a  true  su- 
perstar CEO.  Just  ask  the  candidates  on  your  short  list  what 
they  talked  about  at  the  last  party  they  attended.  Sex? 
Stock  options?  Sports?  Then  put  your  money  on  the  one 
who  mentions  strategic  alliances.  — Reported  by  Mark 
Kliinek  and  David  Sheehan  ■ 


Father  No's  Best  The  new  CEO  is  likely  the  oldest 
person  around,  expected  to  provide  adult 
supervision. 


CONSIDER  YOUR  OPTIONS 


Why  leave  a  $400,000-a-year  job  at  a 
blue-chip  company  to  take  on  the  risks 
and  80-hour  workweek  of  a  technology 
CEO?  In  a  word,  options. 

"No  CEO  candidates  in  tech — and  I 
really  mean  none — ask  for  cars  or  apart- 
ments in  the  city,"  says  Kevin  Comp 
ton,  a  general  partner  at  Kleiner 
Perkins  Caufield  &  Byers.  "That 
was  big  in  the  '80s,  but  it's  just 
not  part  of  the  culture  now. 
They  all  want  stock  options." 

And  stock  options  they 
get.  The  typical  outsider 
lured  into  the  top  spot  at  a 
tech  startup  receives  op- 
tions worth  3%  to  8%  of  the 
company.  In  some  cases,  the 
percentage  climbs  higher.  Jim 
Barksdale  owns  7.6%  of  Netscape 
(worth  about  $233  million),  and  he 


was  5.5%  vested  as  soon  as  he  joined 
the  company  from  McCaw  Cellular/ AT&T. 
"You  didn't  see  that  kind  of  thing  two 
years  ago,"  says  John  Thompson  of  ex- 
ecutive search  firm  Heidrick  & 
Struggles. 

Demand  for  top-quality 
managers  is  such  that  some 


fj         View  The  lure 
\     these  days  is  stock,  not  pay. 
Take  a  cut,  do  well,  score  big. 


candidates  also  get  signing  bonuses. 
When  Gary  Eichhorn  left  his  job  as  a 
Hewlett-Packard  vice  president  last  De- 
cember to  join  Open  Market,  his  pack- 
age included  options  for  5%  of  the  com- 
pany's shares  as  well  as  a  $1  million 
signing  bonus. 

Still,  options  drive  virtually  every  big 
technology  hire.  Headhunters  and  ven- 
ture capitalists  draw  upon  analytical, 
mathematical  tools  (such  as  the  Black- 
Scholes  model)  to  value  options  under 
different  circumstances.  That  way,  can- 
didates can  judge  just  how  much  money 
might  come  their  way  if  things  go — or 
don't  go — as  planned.  "You  used  to  just 
tell  people  that  they'd  make  more 
money  than  they  ever  thought  possible," 
says  Thompson.  "Now  they  want  to 
know  how  much  they'll  make  and  how- 
it's  going  to  happen."  — C.  W. 
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HIGH  TECH'S  HEADHUNTERS 

Two  Recruiters  Dominate  Top-Executive  Searches.  By  Michelle  Jeffers 


Bill  Schroeder  seemed  content.  As  vice  chairman  of 
Conner  Peripherals  and  CEO  of  its  suhsidiary,  Arcada  Soft- 
ware, the  52-year-old  executive  was  making  $350,000  a 
year  plus  bonuses.  He  had  amassed  enough  personal 
wealth  (an  estimated  $10  million)  to  support  his  wife  and 
three  daughters  comfortably.  He  wasn't  particularly  look- 
ing for  another  challenge. 

Then  John  Thompson  got  hold  of  him. 

Thompson,  vice  chair  of  the  national  recruiting  firm 
Heidrick  &  Struggles,  convinced  Schroeder  to  give  up  his 
secure  position  to  take  a  job  no  one  else  could  land:  the 
top  slot  at  PC  add-on  company  Diamond  Multimedia  Sys- 
tems. Nineteen  other 


CEO  candidates  had 
been  introduced  to  Di- 
amond's  founder, 
Chong  Moon  Lee.  But 
Lee  didn't  click  with 
any  of  them.  That 
mattered,  since  Lee 
owned  90%  of  out- 
standing shares. 

"Never  would  have 
considered  it,"  says 
Schroeder  of  the  job 
today.  But  in  May 
1994  he  accepted  it. 
"John  [Thompson] 
played  the  matchmak- 
er from  a  chemistry  point  of  view  and  from  a  deal  struc- 
ture point  of  view,"  says  Schroeder. 

That  Thompson  can  unseat  settled  executives  and  drop 
them  into  the  high-risk  world  of  high  tech  isn't  a  sci- 
ence— it's  an  art  form.  Only  Thompson  and  his  chief  ri- 
val, David  Beirne  of  Ramsey/Beirne  Associates,  based  in 
Ossining,  New  York,  have  perfected  it.  Other  recruiters 
dabble  in  the  field.  But  if  there  is  a  high-profile  search  in 
the  technology  industry,  you  can  bet  that  Thompson  or 
Beirne  is  behind  it. 

Consider  their  trophies.  Thompson  has  nabbed  exec- 
utives for  Intuit,  General  Instrument,  Oracle,  Macrome- 
dia, and  Autodesk.  Beirne  has  made  placements  at  Mi- 
crosoft, Shiva,  Netscape,  E-Trade  Group,  and  Associated 
Communications.  Thompson  declares  a  25%  to  30% 
share  of  the  CEO  technology  recruitment  market;  Beirne 
says  he  doesn't  know  his  firm's  share.  One  thing  is  cer- 
tain: Without  exception,  hiring  the  candidates  they  hunt 
down  boosts  a  comp  iny's  image  or  value,  or  both. 

Examples?  Oracle's  market  valuation  is  up  20  times 
since  Thompson  recruited  Ray  Lane  as  president  from 
Booz,  Allen  &  Hamnr  in  1992.  Beirne's  placement  of 
former  McCaw  Celluls  M  l  Jim  Barksdale  as  Netscape's 
CEO  in  1995  helped  take     it  Internet  startup  from  a  pre- 


IPO  market  value  of  $1  billion  to  about  $4  billion  now. 

Though  Thompson  and  Beirne  ply  their  trade  in  the 
same  area,  they  have  distinct  styles  and  temperaments. 
Thompson  is  a  Virginia  native  with  a  smooth  drawl  and 
a  counseling  sort  of  approach.  Beirne  is  an  East  Coast  na- 
tive with  a  manner  that  mirrors  the  technology  industry: 
fast,  brash,  challenging. 

But  both  are  relentless,  persistent,  and  insistent.  "The 
hook  gets  set  in  your  cheek,"  says  Frank  Ingari,  lured  from 
Lotus  to  startup  Shiva  in  1993  by  Beirne.  "They  let  you 
run  and  then  they  reel  you  in." 

Power  and  money  motivate  most  executives  to  change 

jobs.  In  technology  it's 


Wheel  of  Fortune  Headhunters  look 
for  power  Rolodexes,  since  putting 
together  smart  coventures 
is  key  to  staying 
ahead  of  the 
game- 


no  different.  But 
Thompson  and  Beirne 
sell  a  higher-risk,  high- 
er-reward scenario, 
which  some  comfort- 
able, seasoned  execu- 
tives can't  or  don't 
want  to  stomach. 

Thompson  and 
Beirne  don't  let  that 
stop  them.  Their  pitch 
is  part  psychology,  part 
flattery,  part  salesman- 
ship. They  sell  a 
dream:  that  the  hiring 
company  will  provide 
an  opportunity  to  lead,  to  change,  to  make  a  difference. 
It's  an  ego  play — sweetened  with  plenty  of  equity.  Barks- 
dale  also  got  1 1%  of  the  company  pre-IPO. 

Both  Beirne  and  Thompson  use  the  tools  of  the 
trade — cell  phones,  pagers,  email,  voice  mail,  databases, 
and  computerized  search  tools — to  create  a  road  map  for 
a  search.  Each  uses  a  team  approach,  utilizing  other  re- 
cruiters from  their  firms  to  screen  hundreds  of  candidates. 
Ultimately,  three  to  six  choices  are  made  and  then  the 
hard  sell  begins.  The  average  search  takes  two  to  three 
months. 

Once  a  candidate  is  close  to  signing,  the  recruiters  or- 
chestrate what  Thompson  calls  "the  embrace."  This  is  an 
event  or  gimmick  that  seals  the  relationship  between  the 
candidate  and  the  hiring  client.  Michael  Dell  gave  Mor- 
ton Topfer,  now  vice  chairman  of  Dell  Computer,  a  note- 
book loaded  with  software  so  they  could  communicate  via 
email.  Diamond  Multimedia's  founder  Lee,  a  native  of 
Korea,  met  with  Bill  Schroeder's  family  and  was  enchanted 
with  Schroeder's  adopted  Korean  daughter. 

Thompson  and  Beirne  believe  anyone  will  move  for 
the  right  opportunity.  The  biggest  obstacle  in  convinc- 
ing a  candidate  to  move?  Not  children  in  school.  It's  the 
spouse  with  a  career  who's  not  easily  relocated.  ■ 
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The  NCR  Scalable  Data  Warehouse. 


•i     ,„«l.settinQ  computer  using  tetodoM 
NCR  unve.U  re^»^__L   -  .^^e,  ^ 

At  the  announcementlO^«^ 


Only  we  can  make  news  this  big. 


Once  again,  NCR  is  leading  the  way 
in  data  warehousing.  Using  our 
incredibly  robust  Teradata"  database, 
we've  teamed  with  EMC'  to  build  the  world's  first 
data  warehouse 
large  enough 
to  handle  11 
terabytes  of 
data.  Or  2.75  billion  pages  of  text. 

Our  highly  scalable  WorldMarkIM  servers  allow 
you  to  turn  mountains  of  raw  data  into  useful 


EE 


information  with  unprecedented  speed,  giving  you 
unmatched  querying  capabilities. 

Only  NCR  WorldMark  servers  offer  you  a  platfonu 
that  scales  from  SMP  to  clusters,  to  MP1?  allowing  you  to  start 

I v<  )Lir  data  \vareh<  mse 
small  and  grow  it 
I  ;j    to  any  size. 
"k'v'  To  get  more 

information  about  NCR's  scalable  data  warehouse,  call 
1  800  CALL-NCR,  ext.  3000.  Or  experience  our  data 
warehousing  capabilities  firsthand  at:  http://wwwnacom 


pentium 


<2Dncr 


All  WoridMark  servers  shown  feature  Intel  Pentium  processors  The  Intel  Inside  and  Pentium  Processor  logos  are  registered  trademarks  ot  Intel  Corp  The  Wall  St  Journal,  2/27/%  Reprinted  from  The  Wall  St  Journal.  ©1996  Dow  Jones  &  Co .  Inc  All  rights  reserved 
EMC  is  a  registered  trademark  of  EMC  Corp  Teradata  is  a  registered  trademark  and  WoridMark  is  a  trademark  of  NCR  Corp  ©1 996  NCR  Corporation  All  rights  reserved 
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WHY  THEY  FAIL 

Even  the  Most  Talented  CEOs  Make  Mistakes 


Early  this   year  it 
looked  as  if  Bill  Gates 
had  lost  his  touch.  The 
Internet  had  caught 
fire,  hut  Gates  re- 
mained cool  on  it. 
He  allowed  Netscape 
to  gain  a  sizable  lead 
before   turning  his 
sights  to  the  market.  For 
the  first  time  in  a  long 
time,  Microsoft  found  itself 
chasing  a  competitor. 
Gates  can  withstand  such  a 
near  miss.  Microsoft's  market  pres- 
ence and  wealth  ($7  billion  in  cash) 
nsulated  it  from 
major  trau- 
ma and  al- 
lowed it  to 
rush  into 
the  Web 
market. 
But  most 
CEOs  don't  have 
such  a  cushion. 
Their  mistakes 
are  more  costly, 
sometimes  fatal. 


Puff  to  Poof!  If  a  CEO's  pumped-up 
ego  causes  him  to  overinflate  a 
company's  vision,  clear  the  area. 


Example:  the  recent  foul-up  at  a  private  company 
called  MicroUnity.  Touted  by  the  New  York  Times  and 
this  magazine  as  a  promising  developer  of  a  revolution- 
ary communications  processor,  MicroUnity  appeared  to 
have  it  all.  Industry  heavyweights  such  as  Microsoft,  TCI, 
Motorola,  and  Hewlett-Packard  bankrolled  the  Sunny- 
vale, California,  startup  with  $200  million.  It  built  a 
state-of-the-art,  $42  million-plus  fabrication  facility 

But  founder  and  CEO  John  Moussouris  brought 
the  company  to  its  knees.  T  hough  a  noted  pioneer 
of  the  MIPS  chip  architecture,  iMoussouris  is  said 
to  be  secretive  and  paranoid.  He  fought  with,  alien- 
ated, or  fired  employees.  He  repeatedly  missed 
product  milestones.  His  team  never  made  a  processor  \\ 
reliable  enough  to  mass-produce.  Last  summer  Mous-  \\\ 
souris   cut  nearly  all   his  workforce  and 
essentially  shut  down  his  fab.  Few  believe  the 
company  will  survive,  even  if  its  core  tech- 
nology does. 

Moussouris's  mi.itiikes  were  plenty — -but 
not  uncommon  in  the  industry.  We  polled  a 


dozen  technology  insiders  to  ask  how  and  why  CEOs  fail. 
Not  surprisingly,  the  problems  cited  mirror  closely  those 
given  by  our  sources  for  CEOs'  success:  vision,  execution, 
marketing.  The  CEO  who  misses  in  one  of  these  key  cat- 
egories may  lose  his  job,  his  company,  or  both. 

Lack  of  vision.  Vision  is  an  overused  word  in  the  in- 
dustry, but  it  cannot  be  discounted  as  one  thing  that  makes 
or  breaks  a  CEO. 

Example:  former  Apple  CEO  John  Sculley.  He  was  a 
brilliant  marketer.  His  career  at  Pepsi-Cola  and  Apple 
proved  that.  Under  his  direction  Apple  sales  increased  al- 
most seven  times  and  the  company  was  profitable  for  some 
time.  Shareholders  saw  stock  prices  rise  from  about  $9  in 
1983,  the  year  Sculley  took  over,  to  almost  $73. 

But  Sculley  lacked  the  vision  thing  (some  say  Steve 
Jobs  took  that  with  him  when  Sculley  ousted  him  in  1985). 
Sculley  was  at  the  helm  when  Apple  missed  the  critical 
call  to  license  the  Mac  operating  system.  He  had  high 
hopes  for  gadgets  like  the  Newton.  Apple  was  just  be- 
ginning to  wobble  when  he  was  reportedly  forced  out  in 
1993.  Now  it's  in  big  trouble.  Sculley's  immediate  suc- 
cessor, Michael  Spindler,  couldn't  save  it.  Present  CEO  Gil 
Amelio  is  neck-high  in  alligators.  Shareholders  are  the 
big  losers:  Apple's  stock  trades  in  the  low  twenties. 

Too  much  vision.  This  can  be  as  deadly  as  no  vision, 
and  often  far  more  unbearable.  That's  because  CEOs  burst- 
ing with  vision  can't  keep  it  to  themselves. 

One  overvisioned  CEO:  Trip  Hawkins.  Initially  he  had 
something  to  crow  about.  He  got  rich  off  Apple's  1980 
IPO  and  launched  Electronic  Arts,  an  enormously  suc- 
cessful entertainment  software  maker.  But  his  next  vision 
was  flawed.  He  created  3 DO  to  produce  a  cheap,  inter- 
active game  machine.  Touted  as  another  Microsoft,  3DO's 
May  1993  offering  raised  $47.5  million.  But  Hawkins's 
hypermarketing  couldn't  turn  a  bad  idea  into  a  good  one. 
3DO's  game  machines  were  overpriced  ($700). 
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Juggle  Fever  If  talented  employees 
decide  the  boss  is  Bozo,  they're  ® 


No  one  bought  them.  Manufacturers  lowered  the  price 
($299).  No  one  bought  them.  There  were  too  few  game 
titles  for  them.  Last  summer  Matsushita  poured  in  an- 
other $40  million,  the  second  of  two  payments  totaling 
$100  million.  The  cash  paid  the  licensing  fee  for  a  64-bit 
platform.  Hawkins  no  longer  talks  so  boldly  about  his  vi- 
sion, though  he  can  still  talk  investors  out  of  money. 

Hawkins's  hustling  seems  mild  compared  to  that  of 
Marc  Porat.  This  huckster  left  Apple  in  May  1990,  with 
Mac  inventors  Bill  Atkinson  and  Andy  Hertzfeld,  to  form 
General  Magic.  The  enterprise  was  geared  to  build  rad- 
ical new  technologies  for  PDAs  and  to  create  network  com- 
munications software. 

He  sweet-talked  an  international  group  of  investors 
(AT&T,  France  Telecom,  Mitsubishi,  $ony,  Philips,  Toshi- 
ba) out  of  about  $77  million.  But  Porat  missed  his  share 

#)untless  delivery  dates.  The  PDA,  finally  produced  by 
tiers  Sony  and  Motorola,  was  too  expensive  and  too 
heavy.  Sales  are  dropping. 

Goldman  Sachs  took  General  Magic  public  in  1995  any- 
way, raising  another  $71.6  million,  despite  '94  and  '95  com- 
bined losses  that  exceeded  $40  million.  This  year  Porat's  vi- 
sion underwent  a  revision.  General  Magic  announced  it  is 
pairing  its  technology  with  the  Internet.  But  don't  hold  your 
breath. 

Missing  the  market.  Owing  to  the  rapid  pace  of  innova- 
tion, hitting  the  market  right  is 
tough.  That's  why  a  lot  of 
CEOs  miss  it. 


Whatware  Good 
products  fail  when  the 
CEO  doesn't  figure 
out  bow  customers 
will  use  them. 


Remember  the  commercial  supercomputer?  So  do  the 
investors  who  lost  millions.  Innovator  CEOs  such  as  Dan- 
ny Hillis  of  Thinking  Machines  and  Henry  Burkhardt  of 
Kendall  Square  Research  were  so  intent  on  building  mas- 
sively parallel  processing  computers  that  they  neglected 
to  notice  the  technical  failures  and  that  the  market  was 
favoring  (and  buying)  network  workstations  and  clustered 
architectures.  Both  companies  failed  in  1994. 

Whole  concepts  in  technology  have  missed  the  mar- 
ket. One  memorable  loser:  pen-based  computing.  Hyped 
to  the  hilt  and  financed  with  multimillions  from  1990  to 
1994,  pen  computing  was  supposed  to  be  the  next  para- 
digm. But  the  technology  never  worked,  and  the  market 
never  developed  for  pricey  handheld  computing  devices. 
CEOs  who  got  caught  in  the  fiasco:  current  Intuit  CEO  Bill 
Campbell  (Go),  Kamran  Elahian  (Momenta),  Vern 
Raburn  (Slate),  and  Norm  Francis  (Pen  Magic). 

Hubris.  Many  CEOs  flirt  with  it.  Philippe  Kahn  fell. 
Borland  was  a  leading  rival  to  Microsoft  in  the  early  1990s. 
Then  Kahn  got  a  fat  head  and  suddenly  made  all  the 
wrong  moves.  He  acquired  Ashton-Tate  in  1991  for  a 
bloated  $439  million  (stock  only),  but  never  integrated  its 
product  lines  with  Borland's.  He  spent  too  much  time  un- 
der the  cloud  of  a  copyright  infringement  suit  filed  by 
Lotus.  He  initiated  a  price  war  with  Microsoft  and  Lotus 
in  the  spreadsheet  business.  He  lost  again. 

His  ego  didn't  shrink  with  the  stature  of  the  compa- 
ny. He  built  a  massive  $100  million  office  complex.  Kahn 
resigned  in  January  1995. 

Hanging  on  too  long.  Just  ask  two  legends:  Ken  Olsen, 
ex  of  Digital,  and  Ray  Noorda,  late  of  Novell. 

There  are  also  CEOs  who  hang  on  to  the  wrong  things. 
Larry  Michels,  former  CEO  of  the  Santa  Cruz  Operation, 
allegedly  grabbed,  touched,  and  kissed  three  women 
workers  who  didn't  welcome  his  advances.  He  resigned 
soon  after  the  scandal  became  public;  the  company  paid 
the  women  a  $1.25  million  settlement.  — Reported 
by  Geoff  Baum,  Lee  C.  Patterson,  and  Evantheia  Schibsted 

Rainbow  Cognition  //;  knowledge-based 
companies,  CEOs  must  be  able  to 
connect  with  a  wide  spectra/// 
of  talented  types. 
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The  Standard  "Every  fast-growing  startup  looks  for  a  Jim  Barksdale  "  says  venture  capitalist  John 
Doerr  of  Kleiner  Perkins  Ca  afield  &  Byers.  "He's  the  gold  standard. " 

Photography    by    William    Mercer  McLeod 


His  sandy,  silvered  hair  slightly  disheveled,  James  L. 
Barksdale,  president  and  CEO  of  Netscape  Communications, 
looks  slowly  about  a  conference  room  in  the  company's 
Mountain  View,  California,  headquarters.  He  talks  in  qui- 
et, pleasant  tones,  betraying  a  native  Jackson,  Mississippi, 
drawl.  His  eyes  drooping  slightly,  he  couldn't  be  more  re- 
laxed without  taking  a  nap,  while  he  puts  his  spin  on  big 
bad  Microsoft  "huffin'  and  puffin'"  at  Netscape's  current 
85%  share  of  the  World  Wide  Web  browser  market. 

Last  January,  in  the  weeks  following  Microsoft's  famous 
turn  to  the  Internet,  Barksdale  had  to  pilot  Netscape 
through  its  first  choppy  waters,  while  soothing  nervous  in- 
vestors and  employees.  He  reminded  everyone  that  Bill 
Gates  puts  his  pants  on  one  leg  at  a  time.  "The  lightbulb 
went  on,"  Barksdale  says,  when  he  realized  that  the  Seattle 
software  giant's  announcements  about  packaging  its  Web 
browser  and  other  Internet  tools  with  Windows  had  be- 
come repetitious.  "They  fired  twice.  It  was  obvious  that  this 
wasn't  rocket  science,  just  good  oV  block-and-taclde  mar- 
keting. I  knew  then  we  could  compete  with  them." 

There  is  no  hint  of  bravado.  Barksdale  says  he's  "mak- 
ing a  living"  and  I  sn't  dwell  on  the  reputation  he's  earned 
as  high  tech's  ideal  hired-gun  CEO.  But  the  reputation  is 


there,  in  spades.  Mary  Meeker,  technology  analyst  at  Mor- 
gan Stanley,  calls  Barksdale  "one  of  the  most  phenomenal 
managers  I've  ever  encountered.  He's  a  great  motivator  and 
shrewd  businessman  and  understands  technology." 

Barksdale  became  Netscape's  CEO  in  January  1995  and 
holds  7.6%  of  the  company's  stock.  He  claims  a  home-court 
advantage  when  it  comes  to  the  fastest-growing  segment  of 
Netscape's  market — corporate  intranets.  While  at  Federal 
Express,  McCaw,  and  AT&T  Wireless,  Barksdale  says  he 
"bought  and  implemented  more  software  than  any  CEO  of 
any  software  company  in  the  world — more  than  Bill  Gates, 
or  Larry  Ellison,  or  Scott  McNealy." 

He'll  need  any  advantage  he  can  take.  A  recent  Comput- 
erworld  survey  predicted  a  recharged  Microsoft  overtaking 
Netscape  on  corporate  intranet  servers  by  early  next  year. 

Barksdale  approaches  all  this  with  relative  ease.  Unlike 
many  high  tech  execs  who  make  a  point  of  telling  about  their 
round-the-clock  work  life,  Barksdale  believes  in  balance.  "I 
found  a  long  time  ago  that  if  I  can  draw  a  few  lines  in  the 
sand,  I  can  keep  sanity  and  structure  in  my  business  life.  I 
don't  tend  to  put  in  endless  numbers  of  hours  at  the  office. 
I  much  prefer  to  be  with  my  wife  at  home."  He  knows  that 
Bill  Gates  will  be  there  in  the  morning.    — Umberto  Tosi 
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The  Coach  From  1974  to  1979,  raspy-voiced  Bill  Campbell  coached  Columbia  University  football. 
His  fortunes  barely  improved  at  Apple  and  Go  Corp.  But  at  Intuit,  it's  been  mostly  Ws. 


It's  9:30  on  a  summer  evening.  The  Dutch  Goose  tavern, 
just  off  the  Stanford  University  campus,  in  Menlo  Park,  Cal- 
ifornia, is  a  rowdy  mix  of  faculty,  students,  and  locals. 
William  V.  Campbell,  56,  president  and  CEO  of  Intuit,  the 
Mountain  View-based  pacesetter  in  personal  finance  soft- 
ware, could  pass  for  faculty  himself.  His  Ivy  League  cham- 
pionship ring,  earned  in  1962  as  a  linebacker  at  Columbia, 
glints  as  he  pours  cold  Pepsi  from  a  pitcher.  It's  hard  to  re- 
sist calling  him  "coach,"  even  though  he  good-naturedly 
laughs  off  a  reference  to  his  1974-79  career  as  Columbia's 
football  coach  (he  might  be  laughing  given  that  Columbia 
has  had  only  one  winning  season  in  the  past  23  years). 

"The  organizations  that  I've  run  have  always  been  bor- 
derline anarchy,"  he  barks  in  a  raspy  voice.  "It's  important 
that  the  best  idea  emerges.  I  hate  the  word  consensus."  Camp- 
bell's record  has  as  many  Ls  as  Ws.  Once  touted  as  John 
Sculley's  successor  at  Apple,  he  instead  wound  up  quarter- 
backing  the  B  team  at  Claris,  Apple's  software  subsidiary. 
At  pen  computing  pioneer  Go  Corp.,  Campbell  presided 
over  a  failed  Silicon  Valley  startup  that  lost  $75  million. 

But  the  coach  has  recovered  his  winning  ways.  Since 
chairman  and  coi  1  :r  Scott  D.  Cook  hired  Campbell 
as  CEO  in  1994,  Intu  :en  growing  30%  annually  and 


revenues  were  $395.7  million  in  1995.  Then  there  is  what 
didn't  happen — the  Microsoft-Intuit  merger,  called  off  in 
May  1995  due  to  antitrust  pressure  from  the  Justice  De- 
partment. "Absolutely  positively  the  best  thing  that  could 
have  happened,"  Campbell  says,  a  little  too  loudly. 

Tall,  bold,  and  gruff,  Campbell  seems  cut  from  an  ear- 
lier cloth.  Many  at  trendy  Intuit  anticipated  his  arrival  with 
trepidation,  says  Intuit's  human  resources  vice  president 
Mike  Ahearn,  who  also  worked  with  Campbell  at  Apple. 
"We  wondered  how  many  key  people  would  quit."  Camp- 
bell set  out  to  meet  with  all  key  players  before  making  any 
decisions,  says  Ahearn.  "We  lost  zero  people.  It  was  amaz- 
ing, especially  for  Silicon  Valley,  where  the  turnover  is 
notorious." 

Now,  two  and  a  half  years  into  his  stewardship,  Camp- 
bell continues  with  much  the  same  modus  operandi.  "I  en- 
courage people  to  be  decisive,  not  to  procrastinate.  Do 
something,  right  or  wrong,  and  move  on,"  he  says. 

The  coach  will  need  to  make  many  more  right  than  wrong 
calls  in  the  months  ahead.  While  Intuit  remains  the  early 
leader  in  personal  financial  software,  most  think  the  game 
is  just  beginning.  Expect  giants  such  as  Fidelity  and  Citibank, 
and  a  host  of  new  upstarts,  to  take  the  field  soon.   — U.T. 
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Reborn  George  Conrades  seemed  headed  for  the  top  at  IBM  until  he  ran  afoul  of  then-CEO  John 
Akers.  It  looked  like  a  consulting  career  was  in  the  cards.  Then  BBN  came  calling. 


It's  early  evening  after  ;i  long  Friday  in  George  H.  Con- 
rades's  10th-floor  office  in  Cambridge,  iVlassachusetts,  not 
far  from  MIT.  The  57-year-old  chief  of  BBN  is  having  a  ball, 
describing  a  morning  fight  among  his  managers.  "It's  ex- 
hilarating," Conrades  says,  "because  we  are  finally  acting 
like  a  company  that  is  getting  it  together." 

Actually,  BBN  has  long  had  it  together.  Formerly  Boh, 
Beranek,  anil  Newman,  it  was  started  by  two  MIT  profes- 
sors (Dick  Bolt  and  Leo  Beranek)  and  a  graduate  student 
(Bob  Newman)  in  1948.  It  went  public  in  1961.  The  corn- 
pan)  grew  into  an  information  systems  brain  trust  for  the 
government,  particularly  defense.  It  designed  the  first  mo- 
dem, improved  Unix  for  network  use,  and  picked  "@"  as 
th  e  now-universal  email  address  symbol.  Most  significant- 
ly, BBN  built  the  Arpanet — the  network  system  that  evolved 
into  the  Internet — for  the  Defense  Department. 

When  Conrades,  a  3 1-year  veteran  of  IBM,  arrived  as  CEO 
in  January  1994,  BBN  w  asn't  capitalizing  on  its  Internet  tech- 
nology. It  was  making  a  difficult  transition  from  the  di- 
minishing government  contract  market  to  the  commercial 
one.  Conrades's  answ         ;  to  turn  the  company  inside  out. 

"We  had  a  spin-out  tegy,"  says  Conrades.  The  com- 
pany had  a  history  of  d         ping  new  businesses  that  its 


brainy  talents  (647  of  its  2,000  employees  hold  advanced 
technical  degrees)  could  launch  into  the  mainstream.  "I  be- 
gan to  see  what  we  needed  was  a  spin-in  company,"  he  says. 
Late  in  1994  Conrades  did  just  that.  Reversing  the  old  plan, 
he  spun  in  BBN  Planet,  BBN's  Internet  access  provider. 

BBN's  financials  validate  Conrades's  concentration  on  an 
Internet-based  strategy.  Overall  company  revenue  growth 
through  the  first  three  quarters  of  1996  ran  at  26%.  In  the 
same  period,  revenues  of  BBN  Planet  grew  a  whopping 
384%,  with  nine-month  revenues  of  $47.4  million. 

You  have  to  squint  to  imagine  Conrades  as  an  IBM  ca- 
reerist. He  favors  cowboy  boots  and  jeans,  and  rides  a  1995 
Harley  Road  King.  He  did,  however,  run  many  critical  IBM 
divisions,  including  U.S.  operations.  He  retired  in  1992  af- 
ter fighting  about  IBM's  direction  with  then-CEO  John  Ak- 
ers. In  1 994,  Conrades  joined  the  board  of  Lightstream,  a 
BBN  ATM  switch  company  (sold  to  Cisco  for  $120  million 
in  December  1994)  and  became  enthusiastic  about  the  In- 
ternet. A  month  later,  he  was  running  BBN. 

"I'm  not  cavalier  about  the  future,"  says  Conrades.  "This 
is  a  fiercely  competitive  business.  But  ever  since  we  built 
the  Arpanet,  we've  been  providing  solutions  to  big  organi- 
zations. I  think  we  can  keep  making  money  at  it."  — U.T. 
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Comeback  Kid  At  age  28,  Frank  Ingari  played  guitar  at  steak  houses  and  could  riot  scrounge  up 
enough  money  for  a  sofa  or  refrigerator.  Now  the  Shiva  honcho  is  trying  to  outgun  mighty  Cisco. 


The  orders  of  beef  kept  coming.  The  popular  Brazilian 
steak  house  in  a  Las  Vegas  strip  mall  was  packed  on  this  ear- 
ly April  evening  with  ravenous  Interop  technology  confer- 
ence attendees.  But  Frank  Ingari,  the  47-year-old  head  of 
Shiva,  hardly  touched  his  meal.  The  rock  guitarist  (his  cur- 
rent band  is  Look  &  Feel)  turned  tech  honcho  was  too  riled 
up  to  eat.  Someone  had  just  mentioned  Cisco. 

"If  things  keep  going  the  way  they  are  going, 
in  nine  months  Cisco  won't  be  able  to  catch  us," 
Ingari  shot  back,  his  voice  rising.  While  small 
compared  to  $3.1  billion  Cisco,  Shiva  is,  never- 
theless, white  hot.  The  $200  million  remote  ac- 
cessing company,  based  in  Bedford,  Massachu- 
setts, is  in  a  burgeoning  sector  of  the  networking 
market:  tying  telecommuters  and  remote  sites  into 
corporate  networks  and  the  Internet. 

Though  rarely  self-promotional,  the  easygoing  Ingari 
has  good  reason  to  sound  his  horn.  In  just  30  months,  the 
former  vice  president  of  marketing  for  Lotus  Development 
has  spearheaded  a  remarkable  transformation.  He  has 
turned  the  stalled  Macintosh  modem  maker  into  a  leader 
in  this  crucial  new  market.  Taking  over  from  Shiva  founders 
Dan  Schwinn  k  Slaughter,  Ingari  recruited  a 


world-class  management  team,  refocused  marketing  and 
development  efforts,  oversaw  a  key  European  acquisition 
(Spider  Systems),  established  strategic  alliances  with 
Netscape  Communications,  and  took  Shiva  public  in  one 
of  1994's  hottest  IPOs. 

Yet  there's  no  assurance  that  Shiva  will  withstand  com- 
petitive  pressures,  and  Ingari  is  ever  wary  of  Shi- 
va's  vulnerability.  He  worries  not  only  about  Cis- 
co but  about  new  entrants  in  the  arena — PC 
makers  who  may  view  networking's  margins  with 
relish.  "We  are  aware  that  outsiders  could  come 
in  and  trash  us  with  predatory  prices,"  he  admits. 

J His  strategy  to  ward  off  interlopers?  "Ruthless 
focus  and  innovation." 
To  Ingari,  the  irony  of  Shiva's  stunning  turn- 
around is  never  far  from- his  thoughts.  He  is  a  veteran  of 
personal  comebacks.  He  fizzled  as  a  musician  (his  last  band, 
Lavarez,  played  Black  Angus  restaurants),  and  until  age  30 
he  never  had  the  money  to  buy  a  sofa  or  refrigerator.  He 
got  fired  from  one  job  at  Lotus  and  failed  to  turn  around 
troubled  object-oriented  software  maker  Ontos.  So  he  takes 
nothing  for  granted.  Says  analyst  iMaria  Lewis  of  Cowen  & 
Co.,  "He  hates  to  lose."  — Glenn  Rifkin 
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Mergers.  Acquisitions.  Reengineering.  It's  all  part  of 
oing  business  today.  That's  why  the  software  you  choose 
important.  Make  sure  it  will  help  you  adapt  to  change, 
ot  stand  in  your  way. 

Some  software  is  not  designed  for  change.  Its  rigid 
ructure  can't  be  adjusted  easily.  Then  there's  PeopleSoft. 
eopleSoft  believes  change  is  not  only  inevitable,  but  can 
[so  be  an  opportunity.  That's  why  PeopleSoft  designed  its 
iftware  to  accommodate  change  quickly  and  easily. 

Only  PeopleSoft  offers  PeopleTools.  With  these  unique 
)ftware  tools,  modifying  or  reorganizing  is  just  a  matter  of 
ointing  and  clicking.  Change  is  easy  because  PeopleTools 


nterprise  client/server  software  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 

A 'rn  "i  Barn ett    Canon  Computer     Eli  Lilly  and     Equitable     Hershey  Foods     Sony  Whirlpool 

te  companies  managing       Banks         SYSTEMS,  INC.  COMPANY  LIFE  CORPORATION        MUSIC  CORPORATION 

nange  with  reoplebojt: 

BWfi  PeopleSoft.  lni  PeopleSoft  is  a  registered  trademark  and  the  PeopleSoft  logo  is  a  trademark  ol  PeopleSoft,  Inc. 


eliminate  the  need  for  detailed  programming,  armies  of  out- 
side experts,  or  vast  technical  knowledge.  All  of  which  reduce 
your  implementation  and  long-term  maintenance  costs. 

And.  unlike  some  software,  PeopleSoft  is  portable,  so 
you  can  change  your  database  or  hardware  at  any  time. 

If  you  believe  in  embracing  change  rather  than 
avoiding  it,  perhaps  PeopleSoft  should  be  your  software. 
You'll  discover  we  have  the  technology,  the  people,  and 
the  commitment  it  takes  to  make  that  belief  a  reality. 


To  find  out  more  about  PeopleSoft, 
give  us  a  call  at  800-947-7753  or  visit 
us  at  www.peoplesoft.com. 
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Man  in  Motion  Race  car  enthusiast  Tim  Koogle,  who  also  finds  time  to  run  the  search-engine 
company  Yahoo!,  will  need  a  keen  eye  and  sharp  reflexes  to  keep  his  fast  company  at  the  forefront. 


"I  love  machines,"  says  Tim  Koogle.  "I'm  fascinated  with 
the  way  things  move."  While  earning  graduate  degrees  in 
electrical  engineering  and  mathematics  at  Stanford, 
Koogle,  45,  rebuilt  racing  engines  and  restored  antique 
cars  for  pocket  money.  His  doctoral  dissertation  was  on 
kinematics — the  mathematics  of  motion.  The  president 
and  CEO  of  Santa  Clara,  California-based  Ya- 
hoo!— the  Internet's  best-known  search-engine 
company — often  spends  Sundays  hanging  out 
with  pit  crews  at  nearby  San  Jose  Speedway  and 
sometimes  even  gets  behind  the  wheel  for  a  few 
practice  laps. 

"I  like  to  drive  fast,"  confesses  Koogle,  the  son 
of  an  Alexandria,  Virginia,  machinist  and  navy  de- 
partment planner. 

Certain  analogies  between  the  supermodified,  tempera- 
mental, open-wheel  racers  and  the  high-velocity  company 
he  steers  in  Santa  Clara  are  not  lost  on  Koogle.  Yahoo!  was 
"a  very  early  si  ipany"  in  July  1995  when  Koogle  ar- 

rived. (It  was  founded  in  April  1994.)  There  were  only  a 
dozen  employe  I  the  familiar  neoprimitive  Yahoo! 

logo  would  not  ili  tn  its  site  until  August.  A  few  months 
later,  the  company  •        mous,  public,  and  worth  $900  mil- 


lion on  the  market. 

Koogle's  GQ  look,  which  runs  to  hand-painted  Italian 
ties  or  black  turtlenecks,  contrasts  with  the  sneakers  and  T- 
shirts  of  Yahoo! 's  celebrated  tech-brat  founders,  Jerry  Yang, 
27,  and  David  Filo,  30.  That's  the  surface  distinction,  any- 
way. At  Yahoo!,  "Tim's  always  zooming  in  and  out  of  cu- 
hides  with  great  enthusiasm  and  a  great  smile," 
^  says  Karen  Edwards,  Yahoo!  director  of  market- 
ing and  brand  management.  "He  fits  right  in  with 
the  young  culture.  He's  cool." 

Cool  is  how  the  stock  market  has  treated  Ya- 
hoo! of  late.  From  a  high  of  $43  earlier  this  year, 
the  company  has  nosedived  nearly  back  to  its  IPO 
price.  Even  there,  it  is  absurdly  high — just  con- 
sider its  whopping  36-to-l  market  cap  to  sales 
(run-rate)  ratio.  "Volatility  doesn't  discourage  us  at  all," 
says  Koogle.  "We  will  emerge  as  a  leader  and  a  very  large 
company." 

"Yahoo!  is  the  one  everyone's  trying  to  beat,"  says  David 
Readerman,  Internet  software  analyst  at  Montgomery  Se- 
curities in  San  Francisco.  "Tim's  biggest  challenge  is  that 
he  has  hyper  growth  markets.  He  has  to  navigate  and  hold 
on  tight."  — U.T. 
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AT&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


's  y°ur  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  service  that 
pays  for  itself.  Now  you  can  solve  your  customers'  problems  while  you  solve  one  of  your  own.  AT&T  900  Service. 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keeps  you  from  seeing  red. 
CALL    1    800    655-1366    Ext.  661  http://www.att.com/business/900services 

AT&T.  For  the  life  of  your  business;" 


AT&T 


Stephanie 
DiMarco 


WHOM 


Advent 
Software 


San  Francisco,  California 
Business:  Investment 
management  software 
1995  Revenues:  $26M 
Profit/Loss:  $2.8M 
Age:  38 
Hired:  1983 
Salary:  $210,000 
Ownership:  18.3%* 
Current  Value:  $39M* 
Resume  Includes: 
Bank  of  America 

She's  a  techie  with 
Wall  Street  sophistica- 
tion...combines  the 
best  of  both  disciplines 
to  run  this  maker 
of  investment  soft- 
ware...founded  Advent 
in  1983  before  business 
world  took  PC  serious- 
ly, but  stuck  to  it  and 
steadily  built  toward 
IPO... was  seven  months 
pregnant  during  1995 
road  show — that  made 

an  impression. ..IPO 
raised  $41  million... Di- 
Marco personally  works 
accounts . . .  knows 
customers  (Chemical 
Bank,  Bear  Stearns) 
by  name... a  team 
leader. ..she's  wooed 
execs  from  Oracle, 
Apple...  Advent's 
acquisition  of  competitor 

Data  Exchange 
produced  a  Ql  loss,  but 
stock  still  67%  above 
IPO  price. 

•  Current  value  and  ownership 
for  all  CEOs  are  best  estimates  based 
on  most  recent  public  data.  Current 

value  based  on  closing  price  as 
of  Thursday,  Aug.  2°. 


Arbor 
Software 

Sunnyvale,  California 
Business:  Database 
software 
1996  Revenues:  $25M 
Profit/Loss:  $2.9M 
Age:  43 
Hired:  1991 
Salary:  $160,000 
Ownership:  5.6% 
Current  Value:  $26M 

Resume  Includes: 
Solutions  Technology 

Corny  and  corn-fed  (a 
Missouri  native). ..but 
no  hick  when  it  comes 

to  running  Arbor... 
revenue  growth  for  fis- 
cal '96  up  11 8%. ..this 

maker  of  client/ 
server  software  has  a 
twist... its  multidimen- 
sional database 
program  allows  huge 
amounts  of  data  to  be 
examined  using  an  or- 
dinary spreadsheet...  its 

simplicity  has  sealed 
OEM  deals  with  HP  and 
Microsoft...  Dorrian  is 
down-to-earth ...  favors 
homilies  ("If  you've  got 
a  wolf  by  the  ears,  hold 
on  tight")  over  Silicon 
Valley  powerspeak... 
has  created  a  super- 
solid  team  ...Arbor's 
partnering  efforts  pro- 
duced a  pact  with  Fujitsu, 
catapulting  the  compa- 
ny into  the  Japanese 
market...  Arbor  has  to 
explore  new  markets 
now  that  Oracle  is 
crowding  the  field. 


Ascend 
Communications 

Alameda,  California 
Business:  High-speed 
network  access  products 
1995  Revenues:  $149.6M 
Profit/Loss:  $30.6M 
Age:  46 
Hired:  1995 
Salary:  $230,000 
Ownership:  1.2% 
Current  Value:  $53M 
Resume  Includes: 
Micom  Systems 

Not  flamboyant,  not 
self-promotional ... 
you've  probably  never 
heard  of  him,  but  you 
should  have...Ascend's 
ascent  is  nothing  short 
of  remarkable...  this 
maker  of  high-speed 
network  access  prod- 
ucts closed  Ql  with 
sales  of  $91  million... 
up  from  $20  million 
the  year  before ...  stock 
up  2  5 -fold  since  1994 
IPO...Ejabat  is  quiet... a 
listener... has  kept  As- 
cend apace  of  competi- 
tion (Cisco  Systems, 
Shiva)  with  an  uncanny 
grasp  of  market  oppor- 
tunities...then  he  hires 
managers  as  smart  as  he 

and  frets  over 
maintaining  company 
culture  as  the  business 

grows. ..Ejabat  is 
vulnerable  as  Ascend 
expands  rapidly  and  the 
Internet  explodes. 


Associated 
Communications* 

Washington,  D.C. 
Business:  Wireless 
communications 
1995  Revenues:  $0 
Profit/Loss:  NA 
Age:  52 
Hired:  1996 
Salary:  Est.  $1M 
Ownership:  18%  of  any 
increase  in  market  value 

Current  Value:  NA 
Resume  Includes:  AT&T 

Well  respected  on  the 
Street... his  August 
1996  departure  from 
AT&T  created  quite  a 
stir... considered  by 
many  to  be  the  heir  ap- 
parent to  Chairman 
Robert  Allen ...  lured 
away  by  a  hefty  com- 
pensation package, 
immediate  control, 
and  the  potential  for 
big  money... a  hot 
IPO  could  make  him 
megarich . . .  Associated 
has  access  to  the  na- 
tion's 3 1  biggest  mar- 
kets, but  the  startup's 
fixed  wireless  system 
remains  unproven...his 
most  immediate  task  is 
making  the  technology 
work... not  easy,  since  it 
depends  on  direct  lines 
of  sight  and  has  trouble 
in  heavy  rains... even 
tougher,  Mandl  can't 
count  on  the  resources 

of  the  great  and 
powerful  AT&T  to  come 
to  his  rescue. 

•  Privately  held  company 


George 
Conrades 


BBN 

Corporation 

Cambridge,  Massachusetts 
Business:  Internet  service 

provider 
1996  Revenues:  S234.3M 
Profit/Loss:  (S56.6M) 
Age:  57 
Hired:  1994 
Salary:  $400,000 
Ownership:  2.6% 
Current  Value:  S4M 
Resume  Includes: 
IBM 

He  reinvented  the 
company  that  invented 
Arpanet...  BBN  was  a 
shrinking  Defense 
Department  contrac- 
tor...it  was  going 
nowhere. ..this  IBM 
careerist — who  quit 
over  former-CEO  Ak- 
ers's  strategic  plans  — 
took  BBN  into  the  21st 

century... sold  off 
Lightstream  to  Cisco 
in  late  1994... took 
$120  million  in  pro- 
ceeds and  bought  up 
busy  regional  network 
backbones  (BARRNET, 
SURAnet) ...  now  offers 
customers  (Bank  of 
America,  the  NYSE) 
Internet  access,  securi- 
ty, systems  integra- 
tion— the  whole  Net 
banana ...  unfortunately, 

so  do  bigger  compa- 
nies... favors  jeans  over 
suits  and  rides  a  Harley 
to  work . . .  Internet 
division  (BBN  Planet) 
grew  384%  in  the  first 
three  quarters  of  1996. 
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Alexandre 
Baikanski 


WHO  MAT Tl 


Bill 
Schroeder 


C-Cube 
Microsystems 

Milpitas,  California 
Business:  Digital  video 

semiconductors 
1995  Revenues:  $125M 
Profit/Loss:  S24.9M 
Age:  36 
Hired:  1988 
Salary:  $200,000 
Ownership:  1.3% 
Current  Value:  $16M 
Resume  Includes: 
Diamond  Devices 

A  Parisian  charmer 

with  a  flair  for 
physics... his  father 
balked  when  he  aban- 
doned the  science  in 
favor  of  entrepreneur- 
ship  ...  it  was  the  right 

choice. ..C-Cube's 
chips  designed  for  con- 
sumer electronics ...  the 
only  vendor  offering 
high-end  real-time 
compression  engines... 
C-Cube  was  ahead  of 
digital  video  revolu- 
tion... now  the  market 
has  caught  up  and  its 

market  cap  is  $1.2 
billion... Baikanski  sat 

on  sidelines  while 
professional  CEO  Bill 
O'Meara  brought 
C-Cube  public  in 
'94 ...  then  groomed 
Baikanski  for  the  job 
and  retired... Baikanski 
is  brainy,  prone  to  curs- 
ing in  French ...  needs 
to  concentrate  on  fun- 
damentals and  refine 
execution. 


Cnet 
Incorporated 

San  Francisco,  California 
Business:  Online  publish- 
ing, TV  computer  show 
1995  Revenues:  S3.5M 
Profit/Loss:  (S8.6M) 
Age:  31 
Hired:  1992 
Salary:  $175,000 
Ownership:  20.4% 
Current  Value:  S35M 
Resume  Includes: 
Merrill  Lynch 

A  sort  of  televangelist 
for  online  publishing... 
passionate,  excitable, 
driven  to  knock  out  es- 
tablished print  comput- 
er trade  magazines  with 
Cnet's  Web  site... he's 
hungry  for  a  share  of 
$1.76  billion  trade  mag- 
azine advertising  market 

and  won't  be  satisfied 
until  he  gets  it... still  has 
a  long  way  to  go...  1995 
Internet  revenues  a  dis- 
mal $393,455. ..Cnet  is 
Minor's  brainchild... 
he  wrote  the  business 
plan  while  working  for 

recruiter  Russell 
Reynolds . . .  colleagues 
say  he's  got  the  vision 

thing...  he  sees  TV 
computer  show  {Cnet 
Central)  coupled  with 
online  industry  news  as 
a  paradigm ...  his  pace  is 
fast...  Cnet  went  from 
startup  to  IPO  in  less 
than  four  years. ..now 
Minor  has  to  turn  his 
dream  into  a  real 
business. 


Cascade 
Communications 

Westford,  Massachusetts 
Business:  Wide-Area  Net- 
work (WAN)  switching 
products 
1995  Revenues:  $134.8M 
Profit/Loss:  $25.4M 
Age:  47 
Hired:  1992 
Salary:  $194,000 
Ownership:  1.9% 
Current  Value:  $120M 
Resume  Includes:  Rolm 

A  former  lacrosse  player 

who's  never  lost  his 
competitive  edge. ..it's 
a  good  thing — the  net- 
work switching  market 
is  cutthroat... Cascade 
holds  its  own,  thanks 
to  first-time  CEO 
Smith. ..internally 
Smith  rallies  his 
troops... his  drive  is 
contagious. ..he  can 
talk  technology  and 
strategy,  and  can  man- 
age growth  without 
distractions...  Ql 
1995  revenues  were 
$2 3. 5M... this  year, 
$56M...his225 
customers  know  him... 
he  loves  to  close  sales ... 
success  hasn't  spoiled 

his  "aw  shucks" 
attitude. ..he  downplays 
his  talents  (these  will  be 

tested  as  Cascade 
matures). ..he  needs  to 
grow  as  a  leader  faster 
than  the  company 
grows. 


Diamond 
Multimedia  Systems 

San  Jose,  California 
Business:  Personal 
computer  add-ons 
1995  Revenues:  $467.6M 
Profit/Loss:  ($41. 3M) 
Age:  52 
Hired:  1994 
Salary:  $450,000 
Ownership:  3.4% 
Current  Value:  $11M 
Resume  Includes: 
Conner  Peripherals 

One  of  the  bravest 
CEOs  in  the  industry... 
Schroeder  took  control 
of  this  PC  add-on  mak- 
er in  1994  from 
founder  Chong  Moon 
Lee ...  Lee  owned  90% 

of  the  company  and 
rebuffed  19  CEO  candi- 
dates before  choosing 
Schroeder. ..he  orches- 
trated a  $1 18  million 
IPO  in  1995  ...a  sec- 
ondary raised  $92 
million  five  months 
later...  straight-laced 
and  honest... a  consen- 
sus builder... he  spiked 
revenues  from  $203 
million  to  $468  mil- 
lion, but  competition 
(ATI  Technologies,  US 
Robotics)  and  market 
consolidation  taking  a 
toll. ..stock down  more 
than  50%  ...two  acqui- 
sitions cost  $1.55  per 
share ...  Schroeder  must 
identify  and  integrate 
more  acquisitions  for 
Diamond  to  regain 
Wall  Street's  favor. 


Documentum 
Incorporated 

Pleasanton,  California 
Business:  Client/server 
software  for  document 

management 
1995  Revenues:  $25. 5M 
Profit/Loss:  $1.3M 
Age:  45 
Hired:  1993 
Salary:  $175,000 
Ownership:  5.3% 
Current  Value:  $18M 
Resume  Includes:  Intel 

Filenet,  PC  Docs,  and 
Interleaf — Miller's 
company  faces  just  a 
little  competition... but 
this  CEO's  high  energy 
and  laserlike  focus  sure 
to  keep  Documentum 
in  the  running... 
schooled  as  an 
engineer... spent  his 
career  in  marketing... 
he's  fearless,  funny,  and 
technically  astute ...  this 

software  maker  has 
every  large  pharmaceu- 
tical company  as  a 
customer  (including 
Johnson  &  Johnson, 
Glaxo  Wellcome) ... 

Miller  joined  in 
1993  ...took  lifetime 
revenues  from  $1.3 
million  to  $52.3 
million. ..sold  out 
February  1996  IPO... 
banker  Morgan  Stanley 
raised  IPO  share  price 
from  $12  to  $24... 
Documentum  pocketed 
$45.9  million. 
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Nathan 
Hod 


HIRTY  WHO  MATTER 


Christos 
Cotsakos 


DSP 

Communications 

Cupertino,  California 
Business:  Wireless  chip 

sets  and  systems 
1995  Revenues:  $41 M 
Profit/Loss:  ($2.3M) 
Age:  50 
Hired:  1994 
Salary:  $175,000 
Ownership:  0%* 
Current  Value:  $0* 
Resume  Includes: 
Honeywell 

Executives  usually 
whine  about  Japan's 
trade  barriers,  but  not 
Hod. ..he  broke  into 
the  Japanese  market 
and  won... DSP  has 
25%  of  Japan's  cellular 
phone  chipset 
market . . .  accounts 
there  represent  about 
90%  of  DSP's  rev- 
enues...Hod  is  a 
former  resident  of  the 
island  nation. ..his 
management  style 
reflects  that... he's 
modest,  nonconfronta- 
tional... that  hasn't  hurt 

DSP's  stock,  which 
jumped  from  $10  to  a 

presplit  high  of 
$112. ..Wall  Street 

sees  DSP  well 
positioned  to  grab  a 
share  of  the  expanding 
cellular  market... DSP 
has  about  $100  million 
in  the  bank,  thanks  to 
1995  IPO  and  two 
secondaries. 

•  Realized  S6.S  million  gain  n-om  sale 
of  stock  since  May  1.  1996. 


Palo  Alto,  California 
Business:  Online 
brokerage 
1995  Revenues:  S23.3M 
Profit/Loss:  $2.6M 
Age:  48 
Hired:  1996 
Salary:  $250,000 
Ownership:  4.7% 
Current  Value:  $15M 
Resume  Includes: 
Federal  Express 

Another  star  alumnus 

of  FedEx  (like 
Netscape's  Jim  Barks- 
dale). ..Cotsakos  began 

his  career  loading 
parcels. ..now  he's  got 
his  hands  on  one  of  the 

hottest  Internet 
services... the  fastest- 
growing  online  broker 
in  cyberspace. ..month- 
ly trading  volume  up 
70%  ...could  quickly 
surpass  online  offerings 
from  Charles  Schwab 
and  Lombard  Institu- 
tional... a  high-energy 
extrovert... he  has  the 

passion  it  takes  to 
launch  a  big  company 
fast... a  cherry  picker  of 
top  talent  (COO  Kathy 
Levinson  from 
Schwab)...  loves 
challenge  and  risk...  that 
used  to  mean 
skydiving — now  his 
insurers  prohibit 
that... he'll  have  to 
settle  for  E-Trade's 
Wall  Street  ride. 


Michael 
Marks 


Flextronics 
International 

San  Jose,  California 
Business:  Contract 
manufacturing 
1996  Revenues:  $448M 
Profit/Loss:  ($17.4M) 
Age:  45 
Hired:  1994 
Salary:  $275,000 
Ownership:  1.5% 
Current  Value:  $4M 
Resume  Includes: 
Electronic  Arts 

Electronic  contract 
manufacturing  isn't  the 
sexiest  business  in  Sili- 
con Valley... Marks  has 

made  it  a  happening 
one... Flextronics  fabri- 
cates computer, 
data-corn,  and  medical 
equipment  for  an  inter- 
national clientele  (IBM, 

Cisco  Systems,  and 
Siemens). ..of  18  public 
manufacturing 

outsourcers,  it  ranks 
fourth  in  sales. ..Marks 
drove  revenues  up  last 

year... a  born  hard- 
driver  who  delegates  and 

expects  results ...  em- 
ployees admit  it's  not  a 
cushy  place  to  work... 
Marks  runs  a  lean  oper- 
ation...marketing 

department  has  just 

two. ..has  kept  hiring 

and  capacity  in  check 
to  guard  against  further 

charges . . .  company  is 

poised  to  get  an  ever 

bigger  share  of  $450 
billion  world  electronic 

outsourcing  market. 


Eric 
Cooper 


FORE 

Systems 

Warrendale,  Pennsylvania 
Business:  ATM  network- 
ing equipment 
1996  Revenues:  $235M 
Profit/Loss:  $9.7M 
Age:  37 
Hired:  1990 
Salary:  $165,000 
Ownership:  4% 
Current  Value:  S135M 

Resume  Includes: 
Carnegie  Mellon  Univ. 

An  academic  can  make  a 
great  CEO. ..Cooper 
took  his  Carnegie 
Mellon  research  to 
market  in  1990  and  cre- 
ated a  profitable  com- 
pany with  virtually  no 
competitors . . .  without 
an  M.B.A....FORE  has 
commercialized  ATM 
technology  for  LANs 
and  WANs... networking 
giants  such  as  Cisco  are 
behind  in  ATM  tech... 
a  plus,  so  far... FORE  has 
a  $3.4  billion  market 
cap,  on  sales  of  $235 
million ...  Cooper  isn't 
flashy... he's  a  little 
dull,  but  technically 
highbrow ...  the  finan- 
cial community  likes 
that  and  his  pure  focus 

on  ATM... FORE  is 
growing  100%  a  year... 
Cooper  is  keeping 
up . . .  but  lack  of  busi- 
ness background  could 
become  a  problem  if 
the  company  is  attacked 
by  networking  big  boys. 


Gordon 
Mayer 


Geoworks 
Incorporated 

Alameda,  California 
Business:  Mobile  device 
enabling  software 
1996  Revenues:  $5M 
Profit/Loss:  ($8.7M) 
Age:  38 
Hired:  1994 
Salary:  $220,275 
Ownership:  1 .9% 
Current  Value:  $5M 
Resume  Includes: 
InfoChip  Systems 

Pity  the  technology 
company  that's  behind 
the  curve ...  that  was 
Geoworks  before 
Mayer... it  made  games 
and  operating  systems 
for  Commodore ... 
whoops ...  now  the 
company  is  a  leading 
producer  of  operating 
systems  for  PDAs  and 
smart  phones... stock 

just  $15  a  year 
ago . . .  traded  at  more 
than  double  before 
market  downturn... 
Mayer  identified 
mobile  market,  got  there 
first,  and  weathered  its 
ups  and  downs... a  posi- 
tive, forward-looking, 
credible  manager... 
chasing  smart-phone 

business  with  a 
vengeance ...  spending 
big  on  R&D... deals  with 

Nokia,  NEC,  and 
Ericsson  have  competi- 
tors taking  notice. 
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when 


it 


comes  to 


building 


intranets 

Cabletron 


Essentials  include  scalable,  high- 
speed switches,  an  enterprise 
management  platform  and  a  true 
virtual  networking  solution. 


M 

|  |  akes  perfect  sense  when  you  think  about  it.  After  all,  the  intranet  is  the 
Web  server-based  network  within  an  organization  that  allows  for 
seamless  connectivity  between  multi-protocol,  multi-vendor 
environments.  Ushering  in  a  whole  new  era  of  communication,  the 
Intranet  gives  everyone  quick  access  to  the  voice,  video,  data  and 
other  resources  they  need  to  do  a  better  job. 

But  none  of  this  is  possible  without  the  right  foundation.  That's  where 
Cabletron  and  its  Synthesis  framework  come  into  play.  Featuring 
high-speed  switches;  user-friendly  management  tools;  and  the 
industry's  only  true  virtual  networking  solution,  Cabletron  doesn't 
build  just  Intranets-we  build  a  better  way  to  do  business.  And 
Synthesis  assures  you  of  a  customized  blueprint  to  take  you  there. 

Construction  starts  now.  Call  (603)  337-0905  to  learn  more  about  the 
essentials  of  the  intranet  and  Cabletron. 


Ill intranets  «e*M 


c 


The  Complete  Networking  Solution"- 


Corporate:  35  Industrial  Way,  Rochester.  NH  03867  •  Fax:  (603)  337-2211  •  Internet:  http://www.cabletron.com/ 


Ronald 
Chaimowitz 


Bill 
Campbell 


John  "Bud" 
Colligan 


Bill 
Larson 


Debi 
Coleman 


GT 

Interactive 

New  York,  New  York 
Business:  Entertainment 

software 
1995  Revenues:  $204.1  M 
Profit/Loss:  S22.6M 
Age:  49 
Hired:  1993 
Salary:  $365,000 
Ownership:  1.2% 
Current  Value:  $15M 
Resume  Includes: 
CBS  Records 

A  dealmaker  with  a 
talent  for  selling  enter- 
tainment...  he  spent  15 
years  at  CBS  launching 
greats  like  Gloria  Este- 
fan  and  Julio  Iglesias... 
GT  publishes  entertain- 
ment software  (Mortal 
Kombat)... funds  little 
R&D. ..has  more  con- 
tractors than  /Microsoft 
or  Disney... supporters 
are  attracted  to  his 
easygoing  style,  GT's 
high  royalties,  and  its 
coveted  channels... 
competitors  (Electronic 
Arts,  Broderbund  Soft- 
ware) whine  about  GT's 

deals  with  Wal-Mart 
and  Target... GT's  1995 

IPO  topped  $150 
million ...  Chaimowitz 

is  sensitive  to  his 
creative  legions. ..also 
has  a  lust  for  making 
money. ..he  does... 
1995  revenues $204 
million,  up  from  just 
$10  million  two 
years  ago. 


Intuit 
Incorporated 

Mountain  View,  California 
Business:  Financial 
software 
1995  Revenues:  $395. 7M 
Profit/Loss:  ($45.4M) 
Age:  56 
Hired:  1994 
Salary:  $356,731 
Ownership:  0.3% 
Current  Value:  $3M 
Resume  Includes: 
Claris 

Former  Columbia 
University  football 
coach  with  a  checkered 

career  ...ran  Apple's 
captive  software  maker 

Claris  well,  but  got 
bounced  by  Sculley... 
Campbell  now  coaches 

a  team  with  a  much 
better  record ...  Intuit's 
winning  streak  contin- 
ues...annual  growth 
has  been  at  30%  since 
Campbell's  arrival  and 
without  acquisition 
expenses  would 
have  been  in  the 
black... Campbell 
described  as  a  leader 
who  turns  strong  players 
into  stars. ..can  rally 
troops... kept  up 
morale  during 
Mcrosoft  merger  debacle 
and  pulled  company 
back  up. ..Campbell 
faces  a  difficult  transi- 
tion from  retail  soft- 
ware company  to  one 
focused  on  electronic 
banking  and  Internet- 
related  products. 


Macromedia 
Incorporated 

San  Francisco,  California 
Business:  Multimedia 
software 
1995  Revenues:  $53.7M 
Profit/Loss:  $6.5M 
Age:  42 
Hired:  1992 
Salary:  $250,000 
Ownership:  1.2% 
Current  Value:  $4M 
Resume  Includes: 
Apple  Computer 

Call  him  a  miracle 
worker... he  melded 
three  venture  capital- 
backed  companies  and 
made  the  merged  entity 
a  success ...  recently  hit 
speed  bump  as  market 

frowned  on  Mac- 
based  software  applica- 
tions...  Colligan  reacted 
decisively  ...brought  in 

new  president,  ex- 
Silicon  Graphics  senior 

VP  Rob  Burgess,  to 
improve  market 

position. ..Burgess 

previously  turned 
around  Canadian  2D 
and  3D  software  maker 

Alias...  Colligan 
remains  chairman  and 

the  two  split  CEO 
duties... they  have  a  lot 

to  work  with. ..the 
company's  online  suite 

of  products  a  huge 

win... revenues  up 

109%  over  a  year 
ago... but  Burgess  and 
Colligan  have  to  get  the 
company  ahead  of  Mac 
market  decline. 


McAfee 
Associates 

Santa  Clara,  California 
Business:  Security 
software 
1995  Revenues:  $90.1  M 
Profit/Loss:  $14.9M 
Age:  40 
Hired:  1993 
Salary:  $240,000 
Ownership:  0.6% 
Current  Value:  $10M* 
Resume  Includes:  Sun 
Microsystems's  SunSoft 

Larson  likes  fast  cars 
and  fast  companies... 
McAfee  fits  the  latter... 

this  maker  of  virus 
protection  and  network 
management  software 
has  outperformed  and 

outexecuted  major 
competitor  Symantec 
since  Larson  took  over 
in  1993  ...revenues  up 
113%  last  year...  Larson 

is  daring,  gutsy. ..he 
bad-mouths  Microsoft 
in  public. ..and  races 
open-cockpit  Formula 
4  cars  for  fun ...  a  capti- 
vating speaker... one  of 
technology's  smoothest 
marketeers. ..aiming  for 
entry  into  storage 
management  market, 

but  stumbled  over 
takeover  of  Cheyenne 

Software... his  bid 
unwelcome ...  became  a 
public  spectacle  until  he 
backed  down ...  Larson 
remained  cool. ..he 
thrives  on  risk. 

•  Realized  $8.8  million  gain  from  sale 
of  stock  since  May  1 ,  1 996. 


Merix 
Corporation 

Forest  Grove,  Oregon 
Business:  Circuit  boards 
for  electronic  equipment 
1996  Revenues:  $155.6M 
Profit/Loss:  $12.8M 
Age:  43 
Hired:  1992 
Salary:  $230,000 
Ownership:  2% 
Current  Value:  $2M 
Resume  Includes: 
Apple  Computer 

One  of  Silicon  Valley's 
most  talented ...  and  un- 
appreciated ...  Coleman 
was  smart  to  get  out  of 
the  valley  and  take  her 
entrepreneurial  spirit  to 
Oregon... she  built  the 
first  Apple  Mac  plant, 
a  manufacturing 
feat... but  the  press 
dwelled  on  her  diets... 
now  she  builds  circuit 
boards  in  this  Textron- 
ix  spin-off...  revenues  of 
$200  million  expected 
this  year,  up  $44.4  mil- 
lion ...  stock  more  than 

doubled  since  1994 
IPO. ..she's  on  aggres- 
sive growth  track... 
acquisition  of  Hewlett- 
Packard  facility  in 
Colorado  boosts 
capacity... a  fireball. ..big 
and  bossy  with  a  loud 
mouth ...  but  Coleman 
surrounds  herself  with 
quieter  comanagers  (COO 
Larry  Neitling)... 
employees  love  her 
brash  leadership 
style ...  and  her  parties. 
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A  NETWORK  MIGRATION 


What's  next?  In  networking,  more 
and  more  companies  are  consid- 
ering migrating  from  shared-media 
networks  to  high-performance  ATM 
networks.  The  question  is:  Who 
realty  has  the  experience  to  help  you 
decide  if  a  move  to  the  next  gen- 
eration of  networking  is  right  for 
you?  Who  has  the  best  combina-  . 
Hon  to  get  you  out  of  the  gate  fast? 

CHOOSE  A  COMBINATION 
THAT  WON'T 


SLOW  YOU  DOWN. 


^5  Bay  Networks" 


1-800-ANIXTER 

http://www.  anixter.com 

@>1995  Anlxter  Inc.  BaySIS  is  a  trademark  of  Bay  Networks. 


Dave 
Duffield 


Steve 
Jobs 


MetaTools 
Incorporated 

Carpinteria,  California 
Business:  Digital 
imaging  tools 
1995  Revenues:  $16.7M 
Profit/Loss:  ($500,000) 
Age:  44 
Hired:  1987 
Salary:  $215,000 
Ownership:  11% 
Current  Value:  $24M 
Resume  Includes: 
General  Electric 

A  serious  company 
situated  on  the  beach... 
Wilczak  founded  this 
graphic  arts  tools  de- 
veloper in  1987  after  an 

eight-year  stint  at 
GE...has  partnered  with 

dozens  (Adobe,  SGI, 
Autodesk,  Motorola) ... 

and  competes  with 
them,  too ...  now  Meta- 
Tools is  headed  down 
the  food  chain. ..its  first 
consumer  product 
(Kai's  Power  Goo) 
brings  digital  imaging 
tech  to  the  masses... 
Wilczak  is  hands-on 
with  employees  and 
customers. ..manages 
by  getting  involved 
with  staffers... then 
they  head  to  the 
beach ...  he  keeps  a  surf- 
board in  the  office... 
still  managed  to  ring  up 

a  61%  increase  in 
revenues  in  Q 1 ...  if  exe- 
cuted, Wilczak's  plans 
for  the  consumer  mar- 
ket hold  great  promise. 


Netscape 
Communications 

Mountain  View,  California 
Business:  Internet  and 

intranet  software 
1995  Revenues:  $80.7M 
Profit/Loss:  ($3.4M) 
Age:  53 
Hired:  1995 
Salary:  $96,154 
Ownership:  7.6% 
Current  Value:  S233M 

Resume  Includes: 
McCaw  Cellular/AT&T 

The  CEO  who  rewrote 
the  book  on  high  tech 
management...  proved 
industry  outsiders  can 
do  the  job... and  do  it 
well ...  he's  been  so  suc- 
cessful even  Microsoft 
followed  his  strategy... 
learned  at  two  great 
growth  companies 
(McCaw,  FedEx)... now 
he's  created  another... 
Netscape  is  the  de  facto 
browser  standard... its 
August  1995  IPO  was 
the  most  successful 
ever...  part  of  the  Marc 
(Andreessen),  Bark,  and 
0im)  Clark  trio. ..built 
executive  team. ..so  far 
this  year  has  increased 
revenue  about  $50  mil- 
lion...a  no-nonsense 
decision  maker... he's  a 
Mississippian  with  a 
down-home  sense  of 
humor . . .  conversation 
is  full  of  funny  Barks- 
dale-isms. ..but  Mi- 
crosoft's assault  is  no 
joke. ..poses  Barksdale's 
biggest  challenge  yet. 


PeopieSoft 
Incorporated 

Pleasanton,  California 
Business:  Maker  of 

client/server 
business  software 
1995  Revenues:  $227.6M 
Profit/Loss:  $29.4M 
Age:  56 
Hired:  1987 
Salary:  $220,000 
Ownership:  30.1% 
Current  Value:  S1.2B 
Resume  Includes:  IBM 

A  people  kind  of 
guy... Duffield  has  built 
a  personal  fortune  and 
a  great  company  that 
holds  its  own  against 
Oracle... Wall  Street 
relies  on  his  predict- 
able delivery  of  fat 
financials...  annual 
growth  always  in  the 
100%  range. ..he  stays 
ahead  of  competitors 
like  Baan  and  Ger- 
many's SAP... known  for 
his  sense  of  humor  and 
a  touchy-feely  manage- 
ment style ...  last  year 
he  moved  bosses  into 
cubicles  but  kept  em- 
ployees in  real  offices... 
company  band  is 
called  The  Raving 
Daves ...  not  a  softy  in 
business. ..aggressive  in 
entering  new  markets 
(witness  the  company's 
storming  of  high-end 
market),  but  Duffield 
still  sends  thank-you 
notes. ..and  supports 
animal  welfare 
groups...  golly. 


Pixar 
Studios 

Point  Richmond, 
California 
Business:  Computer 
animation  studio 
1995  Revenues:  S12.1M 
Profit/Loss:  S1.6M 
Age:  41 
Hired:  1986 
Salary:  $0 
Ownership:  78% 
Current  Value:  $371 M 
Resume  Includes:  Next 

No  one  can  market  like 
Jobs... few  are  as  arro- 
gant, but  he  deserves  to 
be  uppity... from  the 
Mac  vision  through 
Sculley's  insult  and 
onto  the  Next  debacle, 
Jobs  survived... and 
rose  again. ..he 
acquired  this  LucasFilm 

division  10  years  ago 
(for  $10  million). ..won 
six  animation  Academy 
Awards ...  then  sold 
Pixar  to  Wall  Street 
last  November  for 
$140  million  in 
proceeds ...  Christmas 
hit  Toy  Story  ensured 
Pixar's  place  in  digital 

Hollywood. ..not  a 
listener... so  focused  on 
his  ideas  he's  blind  to 
everything  else ...  he 
may  not  see  peril  in 
pinning  Pixar's  fate  on 
a  three-picture  deal 
with  Disney... next 
feature  not  due  until 
1998 — a  long  time  in 
the  digital  industry. 


Larry 
Garlick 


Mountain  View,  California 
Business:  Client/ 
server  software 
1995  Revenues:  $40.1  M 
Profit/Loss:  $7.6M 
Age:  47 
Hired:  1990 
Salary:  $175,000 
Ownership:  13.5% 
Current  Value:  S85M 
Resume  Includes: 
Sun  Microsystems 

Square  but  who 
cares. ..it's  almost  re- 
freshing that  he  bought 
a  fishing  pole  instead  of 
a  jet  when  the  company 
went  public ...  Remedy 
is  the  best-run  in 
its  client/server 
segment... it  easily  out- 
performs competitors 
like  Vantive  and 
Clarify... Garlick  is 
down-to-earth  but 
technically  brilliant... 

was  involved  with 
TCP  in  the  70s,  years 
before  the  Internet  got 
trendy...  Sun  ignored 
his  talents,  so  he  quit  to 
form  Remedy... '95  IPO 
made  100  of  the  com- 
pany's 300  employees 
millionaires... IPO  share 
price  of  $23  now  in  $50 
range ...  Garlick  spent 
some  of  his  stake  on 
new  car-seat  covers  (for 
'88  Acura)...  Remedy's 

future  looks  secure, 
with  its  broad  customer 
base  and  high 
operating  margins. 
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S3 

Incorporated 

Santa  Clara,  California 
Business:  PC  graphics 
accelerators 
1995  Revenues:  S316.3M 
Profit/Loss:  $35.4M 
Age:  53 
Hired:  1992 
Salary:  $350,000 
Ownership:  0.9% 
Current  Value:  $6M 
Resume  Includes: 
Western  Digital 

Known  as  "the 
jolly  old  man" ...  that's 
what  happens  when 

seasoned  talent 
meets  fast-track  high 

tech. ..seen  as  the 
company's  stabilizer... 
turned  over  CEO  title  to 
Gary  Johnson  in  late 
August,  but  stays  on  as 
vice  chairman ...  Holdt 
leaves  company  in 
great  shape. ..hired 
young,  diverse  man- 
agement team  to  sup- 
port him. ..he  presided 
over  a  45  %  revenue 
increase  this  year... he 
hit  market  cycles 
well. ..pricing  in  2D 
graphics  sector  is  soft, 
but  S3  has  viable  3D 
technology...  Holdt 
empowered  managers 
and  staff...  the  transi- 
tion from  32-bit  to 
64-bit  products 
was  tough  ...hurt 
finances. ..but  Wall 
Street  sees  S3  as  be- 
yond the  transition  and 
gaining  market  share. 


Shiva 
Corporation 

Bedford,  Massachusetts 
Business:  Remote- 
access  equipment 
1995  Revenues:  $11 9M 
Profit/Loss:  $8.5M 
Age:  47 
Hired:  1993 
Salary:  $300,000 
Ownership:  0.6% 
Current  Value:  S10M 
Resume  Includes: 
Lotus  Development 

Gave  up  career  as  a 
musician  for  the  high 
tech  world. ..it's  a  good 
thing... Ingari  took  this 
stalled  Macintosh 
modem  maker  and 
turned  it  into  a  leader 
in  the  remote  access 
market. ..boosted  Shiva's 
earnings  more  than 
100%  ...so  well  liked 

in  the  industry, 
some  consider  it  a 
weakness ...  but  Wall 
Street  doesn't. ..it  sees 
him  as  tenacious  and 
competitive ...  former 
Lotus  marketing  whiz 
kid. ..was  fired  and 
rehired  by  then-CEO 
Manzi... Ingari  failed  to 
turn  around  object- 
oriented  software 
maker  Ontos,  but 
came  into  his  own  at 
Shiva ...  professes  to  be 
fearful  of  competitors 
like  Cisco. ..but  so 

far  Shiva  is 
outrunning  them. 


Verity 
Incorporated 

Mountain  View,  California 
Business:  Internet 
and  CD-ROM  tools 
1996  Revenues:  $30. 7M 
Profit/Loss:  ($313,000) 
Age:  51 
Hired:  1993 
Salary:  $225,000 
Ownership:  7.8% 
Current  Value:  $21 M 
Resume  Includes:  cc:Mail 
(bought  by  Lotus  in  1991) 

Basque-born  and  hot- 
headed ...  Courtot  made 

Verity  an  Internet 
player  the  rough-and- 
tumble  way — by  firing 
previous  management 
and  slashing  prices... 
Verity's  $32.5  million 

1995  IPO  backed  by  a 

1996  secondary  worth 
$17  million. ..Courtot 
sank  the  proceeds  into 

R&D... this  strategy 
unprofitable ...  losses  of 
12  cents  a  share  in  fis- 
cal year  1996,  but  sales 
up  93%  ...alliances  with 
Netscape,  Adobe,  IBM, 
Sybase  helped. ..Cour- 
tot a  bit  of  a  brute- 
watches  employees 
closely... is  slow  to 
hire  and  quick  to 
fire...  keeps  employees 
guessing  to  boost  pro- 
ductivity... Wall  Street 
admires  this ...  ex-em- 
ployees don't ...  Cour- 
tot's  big  R&D  bet  could 

backfire ...  or  make 
Verity's  search  engine 
the  de  facto  standard. 


Yisio 
Corporation 

Seattle,  Washington 
Business:  Diagramming 

software 
1995  Revenues:  S34M 
Profit/Loss:  $2.3M 
Age:  41 
Hired:  1989 
Salary:  $130,000 
Ownership:  9.1% 
Current  Value:  $45M 
Resume  Includes:  Aldus 
(now  Adobe  Systems) 

The  second  time 
around  has  been  as 
good  for  this  Aldus 
cofounder...  Visio's 
diagramming  software 
is  hot... even  the  Cali- 
fornia Highway  Patrol 
is  using  it ...  last  fiscal 
year,  revenues  up 
66%  ...growth  expected 
to  top  70%  this  year... 
earnings  per  share  of 
20  cents  in  1995  ...slat- 
ed to  be  70  cents  this 
time  around. ..Jaech's 
measured  approach  key 

to  delivering  those 
results ...  he's  understat- 
ed, analytical ...  admits 
to  being  weak  in  opera- 
tions, but  hires  talented 
lieutenants. ..after 
Adobe  bought  Aldus, 
Jaech  played  golf...  that 
got  boring... his  goal 
for  Visio:  deliver  great 
drawing  software  to  the 

masses ...  if  the  cops 
already  use  his  software, 
he's  probably  close. 


Yahoo! 
Incorporated 

Santa  Clara,  California 
Business:  Internet 
search  engine 
1995  Revenues:  $1.4M 
Profit/Loss:  ($634,000) 
Age:  45 
Hired:  1995 
Salary:  $150,000 
Ownership:  1% 
Current  Value:  $5M 
Resume  Includes: 
Motorola 

The  adult  at 
Yahoo!  ...this  Virginia 
native  and  Motorola 
veteran  took  a  raw 
startup  and  turned  it 
into  a  business...  Ya- 
hoo! the  runaway 
favorite  of  Internet 
search  engine  compa- 
nies with  9  million  hits 
a  day...Koogle  formed 
more  than  50  strategic 
partnerships  in  12 
months  (Reuters, 
AltaVista,  Visa) ...  hired 
salesforce  and  manage- 
ment, and  raised 
$35  million  in  April 
IPO. ..one  of  Yahool's 
few  gray  hairs . . .  he's  a 

kid  at  heart...  and  a 
gadget  freak... rebuilds 
car  engines  for  fun ... 
Yahoo!  has  the  best 
shot  at  surviving  the 
Net  directory  busi- 
ness...but  thanks  to 
summer  market  correc- 
tion, the  Street  is  more 
reserved  about  its 
prospects. 


90 


FORBES  ASAP  O, 


rr  7.1996 


We'll  ROW. 


You've  got  a  great  idea  for  an  electronic  product.  Unfortunately,  it  has  to  be  in  the 
market  yesterday.  It's  incredibly  complex. You  don't  have  time  to  prototype.  Costs  are 
rising.  And  failure  is  not  an  option. 

Relax.  With  Cadence  on  board  you'll  cruise  through  your  product  development 
challenges.  With  our  comprehensive  services  and  unrivaled  design  software,  you'll  be 
able  to  propel  products  to  market  faster  than  you  ever  thought  possible. 

Bottom  line — when  you  partner  with  Cadence,  you'll  spend  less  time  submerged 
in  complex  design  implementation,  and  more  time  reaping  the  rewards  of  great 
electronic  product  designs. 

So,  if  you  feel  like  you're  pulling  more  than  your  own  weight,  row  over  to 
http://www.cadence.com  or  call  1.800.746.6223  and  we'll  get  you  speeding  in  the 
right  direction. 


Cadence. 


The  muscle  you 


NEED  TO  DESIGN 


better  electronic 


products. 


=n7/  CADENCE 


©1996  Cadence  Design  Systems,  Inc  555  River  Oaks  Parkway,  San  Jose  CA  951 34  The  Cadence  logo  is  a  trademark  of  Cadence  Design  Systems,  Inc  Corporate  Marketing  7/96 


Mary  Ann 
Byrnes 


Judith 
Hamilton 


Harland 
LaVigne 


Mike 
Slade 


Maureen 
Lawrence 


Corsair 
Communications 

Palo  Alto,  California 
Business:  Cell 
phone  security 
Revenues:  Est.  S16M 

Founded:  1994 
Investors:  Kleiner 
Perkins,  Sevin  Rosen 
Capital  Raised:  S16.8M 

Age:  39 
Hired:  December  1994 
Resume  Includes: 
Cellular  One 

Reputed  to  be  a  tough 
businesswoman ...  she'd 
better  be. ..backers 
convinced  her  to  run 

this  TRW  Avionics 
spinoff  and  she  got  a 
surprise. ..company 
in  terrible  shape... 
product  had  bugs, 
customers  (AT&T, 
L.A.  Cellular)  not  ex- 
actly happy ...  Corsair's 
cell  phone  security 
never  before  config- 
ured for  the  commer- 
cial market...  the 
company  has  a  huge 
opportunity  if  Byrnes 
delivers. ..she's  already 
hired  a  new  manage- 
ment team ...  did  away 
with  job  titles. ..morale 

is  high  and  so  is  rev- 
enue growth...  expected 
to  double  in  1997  as 
cellular  fraud  preven- 
tion makes  consumer 
gains ...  engineers  will 
be  challenged  to  deliv- 
er breakthroughs  to 
keep  Corsair  ahead. 


FirstFloor 
Incorporated 

Mountain  View,  California 

Business:  Intranet 
information  management 
Revenues:  Est.  $6M 
Founded:  1992 
Investors:  Accel  Partners, 
Mohr  Davidow,  Mayfield 
Capital  Raised:  $5M 
Age:  52 
Hired:  April  1996 
Resume  Includes: 
Dataquest 

An  Internet  company 
with  a  twist... First- 
Floor's  content-moni- 
toring software  is 
Notes- like  but  Net 
based ...  competition  is 
other  private  compa- 
nies such  as  Free 
Loader  that  are  not  as 
high  profile  or  as  well 
run... Hamilton  is  a 
seasoned  hand  in 
the  information 
business. ..she  brought 

research  company 
Dataquest  back  to  prof- 
itability, then  sold  it  to 
Gartner  Group. ..was  at 
Ernst  &  Young,  Com- 
puter Sciences. ..utilizes 
strong  operational  skills 
and  is  obsessively  punc- 
tual... she's  implement- 
ing metrics-based  eval- 
uation techniques  to 
measure  company 
progress ...  struggles  to 
instill  timely  work  ethic 
environment...  good- 
naturedly  admits  to 
significant  employee 
resistance. 


StarBurst 
Communications 

Concord,  Massachusetts 
Business:  Multicast 
transfer  software 
Revenues:  Est.  $4M 

Founded: 1991 
Investors:  Greylock, 
Canaan  Partners,  Integral 
Capital  Partners 
Capital  Raised:  S8.5M 
Age:  55 
Hired:  July  1995 
Resume  Includes:  Kodak 

StarBurst's  software  is 
cool ...  but  so  is  com- 
mercial acceptance  of 
it... LaVigne  was 
brought  in  from 
SofNet  for  his  sales 
and  marketing 
expertise... he  will  need 
it  to  sell  the  company's 
multicast  FTP  technol- 
ogy... it  drastically  re- 
duces network  band- 
width requirements, 
but  potential  customers 

are  still  not  sold  on 
it... that  may  change  as 
Cisco  and  others  begin 
to  sell  multicast-en- 
abled routers  and  the 
market  for  StarBurst's 

products  opens 
up... LaVigne  likened 
to  a  quarterback... he's 
running  that  fast... and 
aggressively  building 
accounts .. .  customers 
now  include  Promus 
Hotels,  Toys  "R"  Us, 
Burlington  Coat 
Factory. 


Starwave 
Corporation 

Bellevue,  Washington 
Business:  Internet 
content 
Revenues:  Est.  S3M-S5M 
Founded: 1993 
Investor:  Paul  Allen 
Capital  Raised:  Est. 
S30M-S50M 
Age:  39 
Hired:  March  1993 
Resume  Includes: 
Microsoft,  Next 

Slade  must  be  the  envy 
of  every  CEO  who  loves 
sports ...  Starwave  is  the 

Internet  content 
provider  for  ESPN,  the 
NBA,  Outside  maga- 
zine...he  runs  to  the 
office  and  plays  a  few 
games  of  basketball 
with  employees  at 
lunchtime...part 
World  Wide  Web  site 
developer,  part  news 
organization,  part 
production 
company...  Starwave 
technology  isn't  revo- 
lutionary...it's  just  big- 
ger, image-wise. ..its 
competition  is  big  and 

small  Web  site 
shops ...  Slade  wants  to 
stay  high  profde  and 

run  like  hell... he 
learned  that  from  Mi- 
crosoft... highly  prized 

by  Paul  Allen,  Slade 
used  to  execute  special 

projects  for  the 
Microsoft  billionaire. 


Whitetree 
Incorporated 

Palo  Alto,  California 
Business:  LAN  switches 
Revenues:  Est.  S15M 

Founded:  1993 
Investors:  Institutional 
Venture,  Matrix,  Greylock 
Capital  Raised:  S23M 

Age:  47 
Hired:  January  1994 
Resume  Includes: 
Network  Equipment 
Technologies 

This  is  one  competitive 

CEO. ..Lawrence  is 
steering  Whitetree  into 
the  thicket  of  the  net- 
working market...  bat- 
tling IBM  and  FORE 
Systems ...  she  com- 
petes in  horse  show 
events  for  fun. ..well 
equipped  to  handle 
stress. ..recruited  for 
her  industry  experience 

and  marketing 
savvy... employees  like 

her  nurturing 
style... Lawrence  has 
created  a  team-orient- 
ed place  that  fosters  in- 
dividual develop- 
ment...  Whitetree's 
networking  products 
follow  similar  prin- 
ciples... user-friendly 
and  noninvasive... its 
switches  allow  gradual 
migration  from  ether- 
net  to  ATM  ...it's  hard 
to  be  the  only  one 
pushing  the  approach... 
but  big-name  clients 
help  sell  its  innovation. 
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'Hensley  Segal  Rentschler  offers  a 
compelling  challenge  to  advertisers 
to  use  the  Internet- now -to  build 
opportunities  in  markets  characterized 
by  fragmentation." 

INTERNET  WORLD 


"Hensley  Segal  Rentschler  is  recognized 
for  foresight  and  innovation  in  the 
new  media  revolution." 

BUSINESS  MARKETING 


In  general,  advertising  is  going  to 
change  completely.  I  think  Hensley 
Segal  Rentschler  is  already  there." 

GEORGE  GILDER 


"There's  hope  for  every  vp/marketing... 
Hensley  Segal  Rentschler  may  be 
anticipating  the  future." 

ADWEEK 


Thankfully, 
New  Media  Isn't  Entirely 
A  World  of  Unknowns 


It's  no  longer  a  question  of  if  or  even  when  to  bring  new, 
interactive  forms  of  communications  into  your  marketing  mix. 
The  time  is  now.  "Get  us  on  the  Web"  is  a  cry  heard  throughout 
the  corporate  land.  And  nowhere  is  the  need  to  dive  in  to  new 
media  felt  with  more  urgency  than  in  business-to-business 
marketing.  After  all,  the  largest  installed  base  of  digital 
processing  technology  in  the  world  sits  on  the  desktops  of 
business  decision  makers. 

Before  you  take  that  plunge  into  the  unknown,  talk 
to  a  known  quantity.  Too  many  new  media  experts  are 
new  to  the  idea  of  moving  markets  and  making  money. 


But  Hensley  Segal  Rentschler,  according  to  Business 
Marketing,  "mixes  new  age  ideas  with  age-old  techniques 
of  niche  business  marketing. " 

Hensley  Segal  Rentschler  serves  the  interactive  media 
needs  of  prominent  private  companies  and  globally  respected 
Fortune  500  corporations.  And  we're  winning  the  plaudits 
of  industry  observers  and  clients  alike.  So  why  venture  into 
new  media  alone,  when  you  can  partner  with  a  company 
that  knows  the  way?  Visit  us  on  the  World  Wide  Web: 
http://www.hsr.com.  Contact  us  by  E-mail:  segal@hsr.com. 
Or  connect  by  more  traditional  means:  513.671.3811. 


HENSLEY- SEGAL-RENTSCHLER 

ADVERTISING  AGE'S  BUSINESS  MARKETING  AGENCY  OF  THE  YEAR  •  1  995-96 

Niche  Mastery  •  Substantive  Content  •  Speed  •  Shrewd  Advice 


AOb 

Steve  Case,  the  3 8-year-old  founder  and  CEO  of 
America  Online,  has  been  eyeing  the  World  Wide 
Web  skeptically — and  more  than  a  little  anxious- 
ly— since  1994.  Is  it  a  direct  threat  to  the  $1.1 
billion,  6-million-customer  franchise  he  began 
building  11  years  ago,  as  most  analysts  sug- 
gest? Or  is  it  just  a  niche,  made  up  of  dis 
parate,  rarely  visited  home  pages  with  no 
marketing  panache? 

Case  repeatedly  tries  to  argue  the 
last  point.  But  often  he  sounds  like 
he's  trying  to  convince  himself. 

"Their  attitude  toward  the  Web 
is  a  little  grouchy,"  says  Emily 
Green,  a  director  with  Forrester  Re- 
search in  Cambridge,  Massachusetts. 
"They  have  a  hard  time  getting  past 
their  own  resentment  that  this  disorga- 
nized cousin  is  taking  over  in  the  pub- 
lic's mind.  But  it  is  a  bias  against  in- 
escapable realities." 

The  emergence  of  the  Web  as  a  viable 
threat  to  commercial  online  services,  howev- 
er, is  just  one  of  an  array  of  problems  that  have 
befallen  AOL  of  late.  Earlier  this  year,  the  Fed- 
eral Trade  Commission  and  attorneys  general 
from  several  states  began  inquiring  into  AOL's 
billing  practices.  Next  came  a  40%  drop  in  the 
company's  stock  price  in  the  space  of  about  a 
month  and  a  half.  Then  in  late  June, 
William  Razzouk,  the  president  and 
COO  whom  Case  had  recruited  from 
Federal  Express  only  four  months  be- 
fore, resigned.  Wall  Street  was  not 
amused.  "We  think  there  are  some  serious 
risks  to  shareholders,"  said  Howard  Schilit, 
a  Washington,  D.C. -based  adviser  to  institu- 
tional investors,  many  of  whom  hold  AOL  stock, 
and  a  longtime  critic  of  the  company. 

As  if  all  these  events  were  not  bedeviling 
enough,  in  early  August  a  combination  of  hu- 
man error  and  faulty  software  crashed  the  sys- 
tem, and  for  an  entire  day  AOL  was  off-line. 

Case  has  survived  significant  challenges  be- 
fore. First,  three  years  ago,  there  was  the  500- 
channel  interactive  TV  trend  that  every  pun- 
dit predicted  would  dominate  the  media 
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landscape.  Then  came  the  merger  trend 
in  major  media  companies,  bringing 
together  Time  Warner  and  Turner 
Broadcasung  Disney.  Pundits 
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would  be  swamped  by  the  offerings  of  these  behe- 
moths. But  AOL  added  5  million  new  customers  from 
1994  to  1996,  which,  as  Case  likes  to  point  out,  is  more 
than  the  New  York  Ti?nes  and  Washington  Post  have 
added  during  the  last  half-century. 
Can  Case  once  again  rise  to  the  occasion  against  the 
Web?  The  odds  are  formidable.  Microsoft,  AT&T,  MCI, 
and  the  regional  Bells  are  entering  the  field  with  lots  of 
cash.  Yet  Case  puts  a  good  face  on  it  all.  Tm  younger  than 
Bill  Gates,  but  older  than  Marc  Andreessen,"  Case 
said  during  an  interview  with  Forbes  ASAP's  Gene 
Koprowski  in  AOL's  new  complex  nestled  amid 
the  gently  rolling  hills  of  northern  Virginia. 
"Maybe  Fm  the  average  between  those  two,  and 
therefore  have  the  right  point  of  view." 
ASAP:  More  than  10  years  into  the  commercial 
online  market,  you  face  a  major  threat  from  the 
Web.  If  you  were  analyzing  the  company  as  an 
outsider,  a  competitor,  how  would  AOL's  situa- 
tion look? 

CASE:  The  threat  [of  the  Web]  is  more  perception  than  re- 
ality. Certainly  we  run  scared.  If  it  weren't  for  that  threat, 
we'd  be  pretty  cocky  and  arrogant  right  now.  We're  re- 
sponding to  them,  but  the  vision  for  the  company  hasn't 
changed  that  much.  We  think  it  is  better  to  package 
and  price  this  [service]  for  a  mainstream  audience 
rather  than  a  niche  audience. 

ASAP:  Oh,  come  on.  The  Web  is  just  a  niche 
and  a  perceived  threat? 

CASE:  We  started  in  1985,  and  now  in  1996,  the 
principles  are  still  the  same.  This  is  going  to  be 
a  mass  market.  It  is  going  to  embrace  tens  of 
millions  of  customers.  The  question  is,  What 
does  it  take  to  reach  them?  We  think  what  it 
takes  is  an  overall  offering  that  is  really,  really 
easy  to  use.  That  is  truly  useful.  That  is  fun. 
And  affordable.  And  you  leverage  technology 
to  enable  that  experience.  And  you  partner  with  a 
wide  variety  of  companies  to  contribute  to  that.  But 
the  center  of  gravity  has  to  be  the  consumer — what 
consumers  want  and  how  they  want  it.  If  we  look  at  it 
through  that  prism,  the  Internet  is  an  important  piece 
of  that  puzzle.  But  just  a  piece.  There's  definitely  an  In- 
side the  Valley  phenomenon  that  is  out  of  step 
with  reality. 
ASAP:  For  example? 

CASE:  Consumers  don't  care  whether  they're 
on  a  TCP/IP  data  network  or  an  X.25  data  net- 
work. They  don't  care  if  the  content  was  creat- 
ed in  HTML  format  or  a  Rainman  format.  They 
care  about  the  experience.  How  do  you  lever- 
age that  torrent  of  experience  and  package  it  in 


a  way  that  Main  Street  can  find  real  value?  Part  of 
the  perception  battle  we're  in  right  now  is  that  peo- 
ple have  tried  to  pigeonhole  us  as  somehow  being 
different  from  the  Web.  In  fact,  AOL  is  the  largest 
access  provider  to  the  Internet.  We  have  the  largest 
TCP/IP  network.  We've  partnered  with  Microsoft  and 
Netscape  and  Sun  and  Macromedia. 
ASAP:  But  aren't  you  making  the  same  mistake  John 
Sculley  did  with  Apple  back  in  the  1980s?  You're 
staying  proprietary  when  everyone's  calling  for 
open  standards. 

CASE:  This  perception  that  AOL  is  proprietary  versus 
open  is  ridiculous.  It's  more  like  this:  Imagine  that  10 
years  ago,  Apple  had  decided  to  build  the  world's 
best  Windows  computer  with  some  unique  Mac- 
intosh attributes  and  priced  it  aggressively.  The 
world  would  look  very  different  today.  What 
Apple  chose  to  do  was  stay  entirely  proprietary.       *  * 
We  haven't  done  that.  We  haven't  buried  our 
heads  in  the  sand  and  said  the  Web  is  irrele- 
vant. We  started  providing  Internet  access  a 
few  years  ago.  So  the  Web  is  not  really  a 
threat,  it  is  more  of  an  opportunity  for  us. 
ASAP:  But  haven't  you  reached  a  saturation 
point  with  your  market?  That's  what  analysts 
say.  A  lot  of  analysts. 

CASE:  I  completely  disagree!  Let's  imagine  AOL 
didn't  exist  today  and  the  Net  did.  The  Internet 
basically  is  this  broken-up  world.  Consumers 
would  hook  up  with  service  providers  and  buy  this 
software  package  and  that  software  package  with 
plug-ins  and  add-ons  to  enable  the  experience. 
They  would  surf  the  Net  and  subscribe  to  services 
they  want  on  an  a  la  carte  basis.  Which  is  probably  fine 
for  a  technologically  astute  early  adopter  but  seems  aw- 
fully complicated  for  a  consumer  market.  TV  would 
never  have  gotten  a  90%  market  penetration  if  it  had 
been  that  hard.  If  you  want  to  reach  a  mainstream 
audience,  you  have  to  make  it  more  plug  and  play. 
One-stop  shopping.  One  disk  to  install.  One 
price  to  pay.  One  customer  service  number  to 
call.  Building  Web  sites  and  hoping  people  will 
find  them  is  a  significant  leap  of  faith. 
ASAP:  Aren't  most  new  innovations  based  on 
such  leaps? 

CASE:  Listen,  to  presume  that  the  revenue  model  is 
advertising,  that  there  are  5  million  choices,  and  that 
consumers  will  somehow  find  yours  is  probably  naive. 
Somehow  we  need  to  organize  these  disparate  sites  in  a 
way  that  is  more  consumer  friendly.  People  are  already 
arguing  that  they  need  to  charge  subscribers  for  content. 
They  also  want  directories.  That  argues  for  the  need  for 
an  AOL-like  service  to  make  this  a  mainstream  phenome- 
non. A  year  from  now,  people  will  say  on- 
line services  are  a  superset  of  the  Internet, 
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rather  than  a  competitor  of  the  Internet. 
ASAP:  But  Internet  service  providers  are 
putting  pressure  on  your  pricing  model, 
aren't  they? 

CASE:  Sure,  to  an  extent.  But  only  to  an 
extent.  The  reason  we  charge  $9.95  per 
month  rather  than  $19.95  per  month  is  we 
believe  more  consumers  will  pay  $9.95  per 
month.  We  believe  most  consumers  are  light 
and  medium  users  of  these  services.  So  it's  bet- 
ter to  package  and  price  this  for  a  mainstream 
audience  rather  than  a  niche  audience  of  more 
sophisticated,  Net-sawy  users. 
ASAP:  You  offer  software,  content,  and  network 
access.  Is  all  that  too  much  for  you  to  handle? 
CASE:  Look,  we  don't  want  to  force  consumers  to 
become  their  own  systems  integrators!  The  fal- 
lacy of  the  Internet  is  that  it  is  somehow 
cheaper  than  commercial  services.  But 
not  if  you  have  to  buy  software,  access 
time,  and  pay  for  content.  Only  1 1  %  of 
the  households  in  the  United  States  sub- 
scribe to  online  services.  What's  going 
to  get  the  other  89%?  Asking  consumers 
to  put  the  pieces  together  themselves 
is  silly. 

ASAP:  Let's  explore  this  area.  Your 
choice  of  Microsoft  as  a  browser  partner 
was  controversial.  Not  only  did  you  snub 
Netscape,  but  you  chose  a  browser  that  has  less 
of  a  market  share  than  Netscape.  How  will  they 
ever  drive  standards  and  be  consumer  friendly? 
CASE:  We  talked  with  both.  But  there  were  a 
number  of  reasons  we  went  with  Microsoft.  We 
think  the  Internet  Explorer  technology  is 
evolving  at  a  rapid  rate  and  its  modular 
design  will  enable  us  to  plug  it  in  to 
AOL  quickly.  Strategically,  we  thought 
it  would  be  smart  for  us  to  make  sure 
there  were  two  strong  providers  of 
Web  technology  in  the  market.  We 
didn't  want  anyone,  whether  Mi- 
crosoft or  Netscape,  to  have  the  kind 
of  monopoly  in  Web  technology  that 
Microsoft  has  in  operating  systems. 

But  we  also  wanted  to  have  a  rela- 
tionship with  Netscape.  So  we  made 
them  the  primary  browser  for  Global 
Network  Navigator  (GNN),  our  second  brand, 
an  online  service  for  sophisticated  users. 
ASAP:  Analysts  say  the  Microsoft  browser  is 
perpetually  three  months  behind  Netscape.  Isn't 
that  going  to  harm  you? 
CASE:  Right  now,  no.  Microsoft's 
browser  will  be  dropped  in  this  fall. 
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But  in  the  great  scheme  of  things,  two  months, 
three  months,  four  months  is  not  that  much. 
Particularly  for  the  mainstream  audience.  The 
innovator  audience  wants  to  download  the 
latest  Netscape  software  as  soon  as  it  is  post- 
ed. They  can  tell  their  friends  they  have  it. 
And  there  are  bragging  rights  associated  with 
that.  But  most  people  would  just  as  soon  wait  for 
it  to  be  debugged  in  an  idiot-proof  fashion. 
ASAP:  Another  technology  question.  Increasingly,  peo- 
ple are  finding  that  at  work  they  have  access  to  Tl  lines 
and  great  bandwidth.  Doesn't  that  hurt  you  in  the  long 
run?  Who  wants  to  drink  out  of  a  straw  when  they  can 
take  a  big  gulp? 

CASE:  What  that  actually  does  to  us  is  create  additional 
demand  for  AOL. 
ASAP:  Really?  How? 

CASE:  Consumers  are  going  to  want  to  be  able  to  con- 
nect to  interactive  services  from  their  homes.  They 
will  want  to  have  engaging,  satisfying  experiences.  But 
we  recognize  that  most  consumers  have  slow 
modems:  14.4  is  the  norm,  28.8  is  the  exception.  A 
year  from  now,  28.8  will  be  the  norm  and  ISDN  will 
be  the  exception.  It  is  going  to  take  many  years  be- 
fore consumers  have  high-bandwidth  access.  We  will 
provide  a  "virtual  broadband  service"  to  people  with 
slow  modems.  We  use  high-speed  compression  to  down- 
load the  art  into  your  computer.  It  basically  leverages  the 
PC  to  help  augment  the  overall  experience  and  displaces 
the  need  for  high-bandwidth  connectivity.  The  band- 
width gap — the  bandwidth  haves  and  bandwidth  have- 
nots — plays  right  into  the  hands  of  AOL.  We're  opti- 
mizing the  service  in  recognition  of  the  fact  that 
consumers  have  slow  modems  and  that  the  Internet  was 
designed  for  people  with  high-speed  connectivity. 
Our  heritage  is  a  much  slower  access  speed. 
The  Web's  heritage  is,  everybody's  entitled  to 
Tl  access  as  a  god-given  right. 
ASAP:  But  aren't  the  emerging  technologies  that 
will  enable  one  to  chat  on  the  Web,  just  like  on 
AOL,  a  threat?  Analysts  say  you  get  upwards  of  60% 
of  your  revenues  from  customer  time  in  chat  groups. 
CASE:  No,  that's  not  true.  It's  only  25%.  But  if  the 
Web  develops  a  chat  group  ability,  it's  irrelevant.  It's 
irrelevant! 

ASAP:  But  this  goes  right  to  the  heart  of  your  strat- 
egy. You  constantly  need  new  customers  to  pay  for 
all  of  your  marketing  costs.  And  your  market  share 
isn't  really  rising  anymore. 

CASE:  I  think  our  market  share  is  rising.  Perhaps  for 
a  quarter  or  two  we'll  see  slower  growth.  But  we're 
still  seeing  quite  strong  growth,  still  adding  hundreds 
of  thousands  of  new  members  per  quarter.  That's  sub- 
stantially more  than  CompuServe  or  Netcom.  The 
mass  market  for  these  services  is  only  beginning 
to  emerge.  So  we  shouldn't  slow  down  and  max- 
imize profits  from  our  existing  members. 
Rather  we  should  get  up  to  10  million  cus- 
tomers over  the  next  few  years.  This  means  sig- 
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nificant  investments  in  infrastruc- 
ture: network  access  to  customer 
service.  We're  investing  hundreds 
of  millions  over  the  next  year  to 
market  the  service. 
ASAP:  But  aren't  those  marketing 
costs  going  to  kill  you?  We've  heard 
estimates  of  everything  from  $40  to 
$110  per  customer. 
CASE:  Right  now  we're  spending  $45  to  get 
somebody  new  on  the  system.  But  I  think  peo- 
ple are  trying  to  take  our  overall  growth  and  cal- 
culate what  the  Net  subscriber  per  head  is. 
ASAP:  We've  also  heard  that  your  churn  rate  is 
pretty  high.  Analysts  say  they  can't  get  a 
straight  answer  out  of  you  on  that.  In  pub- 
lishing, if  you  keep  60%  to  70%  of  your 
customers  year  to  year,  you're  doing  well. 
How  are  you  doing? 

CASE:  Any  subscription  business  is  going 
to  have  turnover.  We're  better  than  60%. 
It  has  gotten  better  in  the  last  year  from 
where  it  was.  It  did  get  a  little  worse  in  the 
March  quarter.  But  a  year  from  now  we  ex- 
pect the  retention  to  be  higher  than  today. 
ASAP:  Another  concern  people  have  had  is 
over  your  billing  practices.  That  led  to  in- 
vestigations by  the  Federal  Trade  Commission  and 
several  state  attorneys  general.  This  really  hasn't  been 
a  good  year  for  you. 

CASE:  It's  a  good  news/bad  news  situation.  The  gov- 
ernment is  trying  to  define  the  ground  rules.  The 
interactive  medium  is  now  on  the  radar  screen 
of  regulators  and  consumer  groups.  A  few 
years  ago,  nobody  knew  or  cared  about  it. 
So  the  medium  is  growing  up.  People  want 
to  make  sure  that  the  rules  of  the  road  of 
cyberspace  are  equitable  and  fully  dis- 
closed. 

ASAP:  We've  heard  speculation  that  your 
recently  departed  COO  and  president 
William  Razzouk  was  concerned  about 
those  practices.  Nobody  believes  the  sto- 
ry that  he  wanted  to  go  home  to  Memphis. 
CASE:  (smiles  broadly)  Well,  there  was  a  mix 
of  things.  That  was  a  factor.  The  other  factor 
was  my  feeling  that  at  this  time  in  our  develop- 
ment it  made  more  sense  for  me  to  be  more  in- 
volved in  the  day-to-day  decisions. 
ASAP:  Some  people  say  you  two  just  didn't  hit 
it  off.  He  came  from  a  mature  industry  to  a 
dynamic  new  one.  You  have  different 
work  styles. 
CASE:  Nah,  that's  not  true.  There  was 
no  disagreement  over  strategy.  It  just 
didn't  work  out.  We  said  when  he  re- 
signed that  we'd  fill  the  position.  In 
the  long  run,  I  need  to  take  a  bigger- 
picture  view.  ■ 


People  who  don't  buy  a  product 
should  benefit  from  it  too. 


Michiel  van  Dam,  Group  Product  Manager 
Philips  Lighting,  Somerset,  NJ 


I'm  Michiel  van  Dam,  from  the  Lighting 
division  of  Philips  Electronics. 

We've  created  a  fluorescent  tube  with 
so  little  mercury,  it  meets  the  U.S.  EPA  test 
for  nonhazardous  waste*  In  fact,  it's  the 
first  fluorescent  to  meet  this  EPA  standard. 

In  most  cases,  it  means  more  disposal 
options  and  lower  disposal  costs.  And 
in  every  case,  it  means  less  Z'"-^ 
mercury  in  the  ecosystem.  I 

So  no  matter  who  buys  it,  >J[|/Green 
the  whole  world  benefits.  ^eAU^thT&ar 
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U.S.  Environmental  Protection  Agency  (EPA)  test,  Toxic  Leaching  Characteristic  Procedure.  1990.  Consult  local  laws  and  regulations,  which  may  vary.      ©1996  Philips  Electronics  North  America  Corporate-' 


We  gave  PC  Magazine  an  AST  Ascentia  J. 


Ascenlia  J50   •    133MHz  Pentium'  processor,  10.4"  SVGA  TFT,  1  Type  II  or  1  Type  III  PC  card  slots,  800  MB  removable  hard  drive,  built  in  16 
quality  audio,  integrated  14.4  modem,  Lithium  Ion  battery,  weight:  5.3  lbs. 

Pardon  our  excitement,  but  the  AST*  Ascentia™  J  just  beat  out  21  competitors  to  win  the  coveted  PC  Mag; 
Editors'  Choice™  award.  We  couldn't  be  prouder... well,  actually  we  could.  Because  this  is  just  one  of  se 
awards  that  have  been  bestowed  upon  the  Ascentia  J,  including  the  PC  Week  Analyst's  Choice  award 

AST  Restart  i.  .'»,-  AST  is  a  rt|i<ltrrj  trademark.  AST  Compum  the  AST  logo,  Ascentia  and  -Where  Things  ate  Happening- ate  trademarks  of  AST  Research.  Inc.  Information  tubjeet  to  i-liangr  without  notice.  Intel,  Pentium,  and  the  Intel  Inside  logo  a 


What  we  got  in  return  was  priceless. 


ows  Magazine  100  best  products.  So  why  don't  you  see  for  yourself  what 
xperts  are  raving  about.  And  while  you're  at  it,  check  out  the  Ascentia  P,  with 
-turning  features  like  a  swappable  CD-ROM  drive.  In  the  meantime,  go 
d  and  open  up  an  AST  Ascentia  or  a  PC  Magazine.  Both  will  show  you 
low  impressive  we  are.  Call  1 -800-876-4AST  or  visit  us  at  www.ast.com. 


Where  things  are  A 


The  CIO-CEO  "marriage"  was  always  rocky.  But 
now  it's  bitter  divorce  time.  By  Lisa  Alcalay  Klug 


If  you  want  to  nuke  your  information  systems  depart- 
ment, you're  not  alone. 

The  relationship  between  chief  information  officers  and 
chief  executive  officers  has  never  been  very  good.  Infor- 
mation systems  folks  often  have  been  labeled  know-it-alls. 
Yet  IS  has  been  the  victim  of  unmet  expectations,  the  in- 
creasing sophistication  of  users,  and  the  inability  to  show 
its  positive  influences  on  the  company's  bottom  line. 

But  if  you  thought  the  CIO-CEO  relationship  was  bad 
before,  now  it's  homicidal.  Seriously. 

Seventy  percent  of  managers  in  a  Forbes  ^15/lP/Sterling 
Software  survey  said  if  given  a  choice,  they  would  scrap 
their  information  systems  departments.  And  most  partici- 
pants expressed  more  loyalty  to  their  vendors  than  to  their 
own  employees:  57%  said  they  would  hire  the  same  ven- 
dors while  65%  said  they  would  start  fresh  in  IS.  In  fact, 
the  very  sight  of  each  other  makes  both  CIOs  and  CEOs  sick. 
Fifty-eight  percent  of  respondents,  including  representa- 
tives of  AT&T,  BankAmerica,  Nestle,  and  other  major  cor- 
porations, said  talking  to  their  IS  department  is  a  "source 
of  regular  anxiety."  And  54%  of  IS  people  said  senior  man- 
agement "doesn't  have  a  clue"  when  it  comes  to  informa- 
tion technology,  or  IT.  The  disconnect  was  already  bad  in 
1993  and  1994,  says  Ray  Manganelli,  managing  director  of 
Gateway  Management  Consulting  in  New  York  City,  but 
"it's  worse  now." 

Floundering  relations  between  IS  and  management  is 
one  of  those  topics  that  doesn't  inspire  loose  tongues.  In 
some  cases,  jobs  are  line.  For  others,  it's  a  matter  of 

discretion.  "I'm  pari  the  conspiracy  of  silent  CIOs  who 
don't  want  to  wash  the       rty  linen,"  says  Jim  Kinney,  pres- 


ident of  the  Society  for  Information  Management  and  CIO 
for  Kraft  Foods  North  America.  But  in  interviews,  2 1  out 
of  25  industry  observers  admitted  things  have  headed  into 
a  tailspin  over  the  past  three  years. 

TECH I E  POSEURS 

Most  CIOs  are  techies  at  heart,  and  it  seems  that  now 
everyone  else  is,  too.  COOs,  CFOs,  and  CEOs  have  learned 
enough  to  be  dangerous — to  the  CIO.  That's  because  non- 
CIOs  don't  think  the  information  systems  people  know  any- 
thing about  business.  This  sentiment  has  led  many  CEOs  to 
outsource  their  computing  departments. 

For  years,  CEOs  and  CIOs  have  been  suffering  from  a  cul- 
ture clash.  Unlike  finance  and  marketing,  which  were  taught 
at  business  school  20  years  ago,  information  technology 
doesn't  have  a  long  and  storied  history  in  business  circles. 
It's  a  relatively  new  phenomenon.  It  doesn't  fit  in. 

"IT,  as  it's  been  for  the  last  30  or  40  years,  has  been 
somewhat  unnatural,"  says  Jay  Gaines,  president  of  Jay 
Gaines  &  Co.,  an  executive  recruiter  based  in  New  York. 
"The  old  model  was  you  hired  a  head  of  IT.  But  that  per- 
son speaks  a  different  language  and  isn't  part  of  the 
management  team  that  grew  up  together.  The  CIO  comes 
in  as  an  outsider  in  a  discipline  that  management  doesn't 
understand." 

And  because  most  CIOs  are  trained  as  engineers,  they  just 
don't  have  a  good  business  perspective.  "You  have  to  be 
prepared  to  solve  business  problems  even  though  your  spe- 
cialty is  technology  based,"  says  Ron  Brzezinski,  former  CIO 
of  Quaker  Oats  and  principal  of  Transformation 
Associates,  an  IS  consultancy  in  Wilmette,  Illinois. 
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easj  Co  see  why  a  lot  of  these  people  don't  make  it," 
Beverly  Lieberman,  president  of  I  lalbrecht  Lieberman 
Associates  in  Stamford,  Connecticut,  an  executive-search 
firm  specializing  in  [T.  "It  is  not  because  they  are  not  smart 
or  extraordinarily  dedicated.  It  is  that  they're  not  sensitive 
to,  or  are  not  communicating  well  enough  with,  their  CEOs." 

Consider  the  new  Levi's  Personal  Pair  Jeans.  A  sales- 
person measures  the  customer's  leg  length  and  waist  size. 
From  an  in-store  computer,  the  order  goes  via  modem  to 
die  Levi  Strauss  factory  in  Mountain  City,  Tennessee'.  About 
three  weeks  later,  the  $65  jeans  are  ready  and  sent  to  the 
customer.  Since  the  concept  was  introduced  in  November 
1994,  sales  have  grown  to  20%  to  25%  of  women's  jeans 
sold  at  the  30  Original  Levi's  stores  in  the  United  States. 
Levi  Strauss  touts  the  jeans  as  being  able  to  fit  90%  of  the 
women  in  America. 

"CEOs  expect  that  CIOs  should  be  able  to  identify  Levi- 
type  opportunities  for  establishing  a  competitive  advantage," 
CIO  Jim  Kinney  says  of  the  trouble  between  the  two.  "But 
CIOs  are  not  always  equipped  to  do  that.  Generally,  those 
kinds  of  capabilities  occur  because  someone  very  close  to 
the  business  initiates  these  opportunities  and  the  CIO 
becomes  a  collaborator  rather  than 
the  initiator." 

That's  exactly  what  happened  at 
Levi  Strauss.  The  company's  CIO 
didn't  develop  the  Personal  Pair  con- 
cept. Who  did?  Sung  Park,  president 
of  Custom  Clothing  Technology  of 
Newton,  Massachusetts,  a  software 
company  that  Levi's  purchased  last 
October  in  an  undisclosed  multimil- 
lion-dollar deal. 

Fresh  blood  may  be  the  best  solu- 
tion, especially  when  IS  brings  the  company  bloodletting 
losses.  Blue  Cross  and  Blue  Shield  of  Massachusetts  dumped 
a  lot  of  money  into  an  upgrade  of  its  antiquated  claims  pay- 
ment systems.  The  CIO  wholeheartedly  backed  the  plan, 
supporting  it  with  one  recommendation  after  another  and 
ultimately  convincing  the  powers-that-be  to  move  ahead. 
Five  years  and  more  than  $80  million  later,  the  project  was 
a  flop — way  over  budget  and  poorly  designed. 

The  Blues  scrapped  it  and  outsourced  the  project  to  EDS. 
With  the  failure  rate  of  reengineering  cases  nearing  70%, 
these  disappointments  are  far  from  rare,  says  Gateway's 
Manganelli.  "People  never  really  thought  about  what  they 
wanted  [and]  the  CIO  was  usually  blamed  for  the  failure." 
Nevertheless,  outsourcing  has  gone  up  like  NBA  salaries.  In 
the  Forbes  .4.SA/VSterling  survey,  43%  of  respondents  said 
they  have  seriously  considered  outsourcing  their  IS.  "Peo- 
ple are  giving  away  the  whole  information  enterprise, 
putting  it  out  there  because  they're  saying  it  can't  get  any 
worse  and  it  will  be  cheaper,"  Manganelli  says.  This  sum- 
mer alone,  J. P.  Morgan  outsourced  one-third  of  its  annual 
$1  billion  IT  budget. 

Inevitably,  the  outsourcing  craze  has  killed  off  CIO  jobs. 
(Yes,  CIO  does  stand  for  "career  is  over.")  Three  years  ago 
CIOs  survived  an  a\  age  of  five  years  with  one  company. 
Today,  the  typical  life  :  pan  of  a  CIO  position  is  less  than 


two  years,  says  Helen  MacKinnon,  president  of  executive 
recruiting  firm  Technical  Connections  in  Los  Angeles. 

"It's  evident  the  CIO  is  being  shot  down  much  more 
rapidly  than  before,"  agrees  Manganelli. 

$250,000  A-YEAR  NUMSKULLS? 

Another  cause  of  CEO-CIO  dissatisfaction  is  increased  user 
sophistication.  Five  years  ago,  a  CEO  didn't  worry  about 
what  his  or  her  computer  did  as  long  as  an  assistant  knew 
how  to  use  it.  Not  any  longer.  Computing  has  become  more 
decentralized  as  desktop  systems  have  become  more  af- 
fordable. Vendors  and  the  media  have  launched  an  Inter- 
net-hype blitzkrieg  and  nearly  everybody  has  gained  some 
access  to  a  computer,  whether  at  home,  school,  or  work. 
Sometimes  workers  become  so  advanced  they  actually  usurp 
the  role  of  the  computer  science  graduate.  As  executives' 
computer  proficiency  supposedly  increases,  so  do  their 
disappointments  with  the  $250,000-a-year  "numskulls" 
they  call  CIOs. 

"They  see  Microsoft  deliver  and  the  Internet  deliver  and 
they  don't  see  why  their  IT  guy  can't  deliver  the  same  speed 
and  price,"  says  Scott  Dinsdale,  CIO  for  BMG  Entertainment 
in  New  Y<  irk. 

The  single  biggest  factor  affecting 
business  computing  is  the  Internet. 
"We  are  being  bombarded  with  the 
Internet.  Everywhere  you  turn 
around — it's  on  TV,  it's  on  the  news- 
stand— you  can't  escape  it,"  says 
Charley  Polachi,  managing  partner  of 
Fenwick  Partners,  a  Lexington,  Mass- 
achusetts, executive  recruiter.  In  fact, 
83%  of  respondents  to  the  Forbes 
ASAP/Sterling  poll  said  the  Internet  is 
overhyped,  though  17%  said  it  is  underhyped.  But  the  vast 
majority,  73%,  said  they  surf  the  Net  regularly:  19%  do  it 
daily,  38%  on  a  weekly  basis,  and  16%  once  a  month.  Twen- 
ty-seven percent  are  Net  ignorant.  When  asked  what  they 
value  most,  87%  of  those  polled  said  future  Net  initiatives. 

"CEOs  see  and  read  a  lot  about  the  Internet,  about  busi- 
nesses being  launched  through  it  and  opportunities  creat- 
ed by  it,"  says  Robert  Morison,  a  senior  vice  president  re- 
searching business  and  technology  issues  at  CSC  Index,  a 
management  consulting  firm  based  in  Cambridge,  Massa- 
chusetts. "If  CEOs  turn  and  look  at  their  IS  organizations, 
they  may  conclude  they  were  blindsided  again. ...  Since  per- 
ception equals  reality,  the  problem  is  worse.  There  is  more 
of  a  perception  of  shortcoming  in  the  minds  of  the  CEO." 

CIO  S  GET  AN  "F"  IN  FINANCE  101 

An  inability  to  show  quick  returns  of  increased  net  in- 
come, enhanced  stock  prices,  and  other  positive  influences 
on  the  company's  bottom  line  has  always  plagued  CIOs. 

Unlike  direct  mail,  credit  card  promotions,  and,  ulti- 
mately, net  profit,  IT  investments,  at  least  on  the  surface, 
appear  to  be  a  black  hole.  You  add  a  new  system  and  it's 
not  obvious  how  it  impacts  profitability.  "IT  is  an  immedi- 
ate expense  and  the  return  on  investment  may  take  8  to  10 
years,  so  there  is  an  inherent  conflict,"  says  headhunter 
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MacKinnon  of  Technical 
Connections.  And  be- 
cause a  link  to  the  bottom 
line  may  never  manifest 
itself,  CEOs  may  be  won- 
dering what  is  the  point 
of  investing  more  cash 
into  IT. 

"CIOs  and  CEOs  have 
never  consummated  the 
marriage  of  IT  with  a  business  strategy,"  says  Harry  Wal- 
laesa,  an  IT  management  consultant  with  the  Value  Sourc- 
ing  Group,  an  IT  management  firm  based  in  Wayne,  Penn- 
sylvania. Wallaesa  was  also  a  CIO  with  Campbell  Soup  from 
1985  to  1995.  (Yes,  another  CIO  refugee.  Wallaesa  states  he 
became  a  consultant  to  "satisfy  the  entrepreneur  within.") 
He  says,  "Many  companies  have  not  been  able  to  make  the 
leap  that  IT  is  acknowledged  as  a  critical  success  factor  in 
driving  shareholder  value."  The  situation  is  so  bad  at  De- 
troit Edison  that  even  a  consultant  who  stands  to  make  mon- 
ey from  the  status  quo  says  the  company  could  do  better  by 
outsourcing.  The  utility's  IS  department  has  an  annual  bud- 
get of  about  $100  million.  The  CEO,  it  is  said,  plans  to  slash 
it  10%  to  30%  to  lower  the  utility's  costs  as  it  faces  dereg- 
ulation. But  a  consultant  close  to  the  company  says  Detroit 
Edison  doesn't  have  reliable  accountability.  "There  is  no 
project-management  office,  so  management  reports  what  it 
wants  to  report,"  claims  the  consultant. 

"All  the  benchmarking  that  we've  done  shows  our  IS  or- 
ganization area  to  be  among  the  best  in  class,"  according  to 
Detroit  Edison  spokesperson  Lorie  Kessler,  who  says  the 
IS  budget  includes  a  $25  million,  four-year  plan  to  upgrade 
the  phone  system.  "We  have  a  very  forward-thinking  IS  or- 
ganization," Kessler  adds. 

The  information  systems  department  is  like  the  police: 
You  bitch  about  them,  but  when  you  need  them,  you're 
happy  they're  around. 

For  example,  at  Chevron's  main  computing  center  in  San 
Ramon,  California,  a  contractor  installed  email  software 
and  downloaded  a  virus  that  was  so  new  the  company's  an- 
tivirus program  couldn't  detect  it.  New  email  spread  the 
contagion,  corrupting  desktop  versions  of  Microsoft  Word 
each  time  a  worker  read  email  and  opened  attached  files. 
Although  the  virus  spread  to  10,000  employees  worldwide, 
ChevTon's  IS  department  did  something  a  mere  Web  junkie 
couldn't  do — it  installed  a  new  antivirus  program  and  kept 
the  loss  of  productivity  to  $100,000. 

That's  small  change  compared  to  the  $10  million  ini- 
tially lost  by  Citibank  last  year  when  a  Russian  hacker  in- 
filtrated the  system  and  managed  to  complete  electronic 
transfers.  The  company  later  retrieved  $9.6  million,  but 
hasn't  forgotten  the  horror  of  the  theft. 

"If  you're  talking  numbers  like  that,  it  definitely  shows 
up  on  the  bottom  line,"  says  Bob  Cartwright,  who  was 
Chevron's  security  specialist  at  the  time  of  the  virus.  Now 
intranet  security  manager  for  Pacific  Bell  Network  Inte- 
gration in  Dublin,  California,  Cartwright  says,  "It's  always 
easier  to  get  fui     .   For  IS  after  you've  been  hit." 

For  most  coin        s,  a  typical  annual  IT  investment  rep- 


resents as  much  as  1%  of  revenue  for  outside  advisory  ser- 
vices and  up  to  15%  of  revenue  for  overall  technological 
improvement.  "With  senior  executives  making  these  enor- 
mous investments,  they  want  big  change  fast,"  Manganelli 
says.  "What  data  processing  is  bringing  about  is  small- 
change  slow." 

The  Forbes  .45.4P/Sterling  poll  shows  the  wreckage:  84% 
of  respondents  said  their  IS  departments  are  not  profit  cen- 
ters. Even  so,  42%  said  their  IS  departments  are  making 
purchasing  decisions,  compared  with  34%  who  said  top 
management  does  the  job.  And  while  75%  of  respondents 
said  their  IS  departments  serve  the  company,  23%  said  IS 
departments  serve  themselves. 

DEMISE  OF  THE  CIO? 

"How  long  can  a  CIO  keep  his  job?"  used  to  be  the  ques- 
tion. Now  CEOs  are  wondering  if  they  should  even  hire 
a  CIO. 

"They  are  going  to  be  around  as  far  as  I  can  see  into  the 
future,"  says  Warren  McFarlan,  professor  of  business  ad- 
ministration at  Harvard  Business  School  and  an  observer 
of  the  IT  scene  for  more  than  30  years.  "You  need  a  mem- 
ber of  the  management  team  between  the  technology  and 
the  rest  of  the  company.  Even  [among]  the  companies  that 
have  outsourced,  most  of  them  continue  to  have  CIOs  to 
manage  the  network  of  relationships."  Maybe. 

CIOs  of  the  future  may  simply  go  by  a  different  name. 
"Even  if  we  don't  call  them  CIOs,  someone  has  to  put  to- 
gether the  structure,"  says  Bernard  "Bud"  Mathaisel,  an- 
other former  CIO  who  once  directed  technology  for  Walt 
Disney.  He's  now  national  director  of  multimedia  consult- 
ing for  Ernst  &  Young  in  Boston,  Massachusetts. 

But  if  PCs  become  as  easy  to  use  and  as  ubiquitous  as  cel- 
lular phones,  there  won't  be  a  need  for  CIOs  in  5  to  10  years, 
says  Larry  Rothman,  a  director  at  Ernst  &  Young,  which 
serves  pharmaceutical  and  biotech  firms. 

"Here  I  am  using  a  cellular  phone.  Is  there  somebody 
in  charge  of  it?  Is  there  a  chief  cellular  phone  officer?" 
Rothman  says  from  his  car  phone  in  Bucks  County, 
Pennsylvania.  "Managing  technology  may  not  require 
somebody  at  the  board  level.  It  becomes  a  utility  func- 
tion, one  that  you  might  keep  in-house  or  you  might 
outsource,  simply  because 
it's  a  version  of  wire  and 
electricity." 

The  essence  of  the  CIO- 
CEO  conflict  seems  to  boil 
down  to  a  severe  lack  of  re- 
spect and  a  (perceived)  lack 
of  need  for  CIO  services.  It 
doesn't  seem  like  the  prob- 
lem will  get  better  anytime 
soon. 

Foreseeing  the  CIO-CEO 
conflict,  the  prescient  Quin- 
tus  Ennius  said  sometime 
between  239  and  169  B.C.: 
"Whom  they  fear  they 
hate."  ■ 
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Semiconductor  technology  is 
entering  the  deep  sub-micron 
era.  Where  production  at  .5u 
pushed  the  envelope  one  year 
ago,  radically  new  designs  based 
on  .35u  and  .25u  are  becoming 
a  reality  today.  All  of  which 
means,  TSMC  can  be  more 
valuable  than  ever  as  we  drive 
down  the  technology  curve  and 
provide  early  access  to  leading- 
edge  processes  in  support  of 
future  product  development. 

■  Fast-turns  on  prototype  lots 
backed  by  rich  technical  support 
are  hallmarks  of  our  service  -  so 
customers  won't  miss  a  beat 
getting  product  to  market. 

■  As  always,  we  prize  and  protect 
intellectual  property. 


With  TSMC  as  a  partner, 
customers  are  able  to  focus  on 
design,  free  from  concerns  about 
manufacturing  limitations. 

■  We  are  investing  $2  billion 
over  a  two  year  period.  With 
six  fab  facilities  in  Taiwan  and 
a  seventh  being  built  in  the 
United  States  through  a  joint 
venture,  we  continue  to  grow 
to  address  the  future  now. 

■  TSMC.  Forging  a  future  in  the 
information  age. 


TSMC,  121  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu,  Taiwan,  ROC    ■  Ph:  886-35-780221,  Fax:  886-35-781545 
TSMC-Europe,  World  Trade  Center,  Strawinskylaan  1145,  1077  XX,  Amsterdam,  The  Netherlands  ■  Ph:  31-20-5753105,  Fax:  31-20-5753106 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  (ose,  CA  95110  •  Ph:  408-437-8762,  Fax:408-441-7713 


ALTERED  STATES 

A  LOOK  AT  LIFE  AFTER  DIVORCE.  BY  GENE  KOPROWSKI 


There's  a  joke  going  around  among  CEOs:  "We  have  the 
best  Web  designer,  but  his  mommy  doesn't  let  him  come 
in  on  Fridays." 

Information  systems  department  personnel  don't  think 
the  joke  is  very  funny.  It  cuts  to  the  backbone  of  their  liveli- 
hood, their  status  within  the  company,  and  possibly  their 
future  employment.  Highly  educated  programmers  are  now 
being  riffed  out  of  jobs  because  the  rest  of  the  company  (or 
a  15-year-old  kid)  can  do  their  work.  In  many  cases,  the 
popularity  of  internal  networks  and  Web  sites  has  caused 
information  systems  departments  to 
reinvent  their  purpose  in  life — if  they 
even  have  one  anymore. 

Look  at  Wells  Fargo,  the  financial 
institution  that  practically  invented  on- 
line banking.  Guess  what?  No  one  at 
computer-friendly  Wells  Fargo  knows 
exactly  how  many  intranets — internal 
networks — exist  at  the  company.  That 
doesn't  necessarily  mean  Wells  Fargo 
is  disorganized  or  full  of  anarchists,  but 
it  does  mean  that  intranets  are  boom- 
ing within  the  bank.  Wells  Fargo  isn't 
alone.  Intranet  popularity  has  forced  an 
organizational  and  cultural  change  at 
many  other  firms.  A  staggering  85%  of 
large  companies  either  have  intranets 
or  are  developing  them,  according  to 
Cognitive  Communications,  a  consult- 
ing firm. 

The  result?  IS  guys  and  gals  have  be- 
come the  new  gypsies:  They've  started 
migrating  to  other  departments,  away 
from  their  homeland  (the  IS  depart- 
ment). Now  in  many  companies  you  have,  say,  a  Webmas- 
ter assigned  to  the  sales  department.  Or  a  network  admin- 
istrator helping — and  reporting  to — marketing.  Because  so 
many  CEOs  loathe  the  information  systems  department  (see 
main  story),  maybe  pushing  IS  people  into  individual  de- 
partments is  a  good  solution.  At  least  it's  a  solution. 

IS  departments  must  provide  some  sort  of  consulting  ser- 
vices or  they'll  end  up  trying  to  solve  problems  they've  cre- 
ated with  their  new  intranets,  says  John  Gallant,  editor  in 
chief  of  IntraNet  Magazine.  Otherw  ise,  "everybody's  job  be- 
comes managing  the  intranet  page,  rather  than  managing 
their  real  job." 

At  Silicon  Graphics,  for  example,  intranets  have  become 
so  weedy  that  is  people  have  had  to  act  as  an  intranet  po- 
lice force,  says  Brett  Monello,  manager  of  corporate  Web 
systems.  If  an  intranet  does  not  serve  a  specific  purpose,  the 
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Roam  Free  The  rise  of  easy-to-use  intranets, 
such  as  Wells  Fargo's,  has  transformed  IS 
employees  into  departmentless  gypsies. 


The  trend  toward  IS  people  reporting  to  different  de- 
partments as  a  result  of  the  popularity  of  intranets  might 
not  seem  like  a  big  deal  or  (god  help  us)  a  paradigm  shift, 
but  it  is  very  important.  It  shows  that  there's  a  change  in 
power,  a  sort  of  storming  of  the  IS  bastille. 

If  you're  a  CEO,  you're  probably  smiling  right  now.  But 
don't  get  caught  with  your  systems  down.  You  don't  want 
a  war  between  your  computer  people  and  the  rest  of  the 
company.  The  computer  types  need  a  role:  They  need  to 
create  application  development  tools,  make  sure  there  are 
firewalls,  and  back  up  mission-critical 
intranet  sites.  And,  of  course,  they  still 
need  to  be  working  on  other  back- 
ground processes  like  managing  the  re- 
lational database.  No,  IS  departments 
shouldn't  go  away  completely,  but  their 
duties  are  shifting  and  their  past  reign 
of  terror — bullying  other  employees, 
creating  useless  applications — has  di- 
minished. 

IS  managers  "are  going  to  be  less 
of  the  imperial  warlords  than  they 
used  to  be,"  says  Shel  Holtz,  presi- 
dent and  principal  of  Holtz  Commu- 
nication +  Technology,  an  Inter- 
net/intranet consultancy  in  Concord, 
California.  "You're  going  to  see  a  lot 
more  facilitation."  Or  you  hope  you'll 
see  facilitation.  You  don't  want  a  rev- 
olution sweeping  through  your  orga- 
nization unchecked.  Just  because  the 
intranet  craze  has  gripped  your  com- 
pany doesn't  mean  your  systems  prob- 
lems are  solved  or  that  everything  is 
suddenly  nirvanalike. 

Don't  let  the  intranets  get  out  of  control.  Just  because 
you  hate  the  IS  department  doesn't  mean  it's  not  better 
equipped  to  manage  intranets,  write  applications,  and  do 
everything  else  related  to  computers.  Know-it-all  secretaries 
may  seem  technically  brilliant,  but  do  you  want  them  spend- 
ing all  day  on  an  intranet?  Or  managing  a  network? 

Take  a  cue  from  Hallmark  Cards,  the  $4  billion  greet- 
ing card  maker.  Its  personnel  used  to  stick  hundreds  of  card 
concepts  on  a  bulletin  board.  No  one  used  computers  for 
making  cards.  Then  Hallmark  created  its  own  well-man- 
aged and  regulated  intranet,  on  which  everyone  could  view 
the  art.  Now  the  creative  personnel  write  and  can  find  an 
art  concept  to  match  lines  like  this:  "To  my  wonderful  wife. 
I  love  you  so  much  I'd  give  you  the  moon,  the  stars...  [turn 
to  inside  of  card].  Maybe  even  the  remote  control!!"  Says 


police  post  a  r,  m  the  server  asking  someone  to  update  Jim  Miller,  Hallmark's  CIO,  "It  is  remaking  the  company 
the  network,  [j  e  changes  it,  the  police  delete  it.     and  remaking  IS  functions." 
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Once,  automobiles  were  mechanical.  Now,  they're  also  electronic.  Equipped  with  computerized  fuel 
injection,  airbags,  entertainment  and  security  systems,  even  satellite  navigation  units.  Once,  AMP  was  a 
connector  company.  Now,  we're  a  company  of  many  technologies,  linking  sensors,  switches,  optoelectronics, 
circuit  boards,  wireless  components,  and  connectors  into  interconnection  subsystems.  And  beyond. 
Which  is  why  transportation  and  telecommunications  companies,  as  well 
as  those  in  many  other  consumer  and  industrial  markets,  increasingly  look 
to  us  to  combine  our  diverse  capabilities  in  unique  and  unexpected  ways. 
To  help  make  their  products  both  more  capable  and  more  economical. 
You  still  may  not  think  of  a  new  car  as  a  connector.  But  today  they're  safer, 
and  more  comfortable,  because  we  do. 


Connecting 

Hat  a 
IGHER 


level. 


AMP  Incorporated,  Harrisburg,  PA  17105-3608.  Contact  your  regional  center:  USA  1-800-522-6752. 
Canada  905-470-4425.  United  Kingdom  44-1753-676800.  Singapore  65-482-0311.  Japan  81-44-813-8502. 
On  the  Internet  at  http://www.amp.com 
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#1  Worldwide  in  Standard  Cell  ASICs 
#1  Worldwide  in  Digital  Cellular  DSPs 
#1  Worldwide  in  Videoconferencing  ICs 
#1  Worldwide  in  Telecom  Power  Systems 
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Sun  Microsystems  chose  us  as  the  ASICs  supplier  for 
their  Ultra  workstation  because  of  our  stellar  design 
capabilities  and  peerless  functional  library.  Of  course, 
our  dedication  to  getting  systems  solutions  right  the 
first  time  every  time  doesn't  hurt,  either. 

We're  the  new  Microelectronics  Group  at  Lucent 
Technologies  (the  company  you  used  to  know  as  AT&T 
Microelectronics).  To  find  out  how  we  can  immediately 
help  you  gain  real  competitive  advantage  in  the  high- 
stakes  world  of  high  tech,  call  1-800-372-2447  (Ext.  943). 


THE 

TECHNOLOGY 

BERMUDA 
TRIANGLE 

High  tech  IPOs  have  produced  some  serious  venture  capitalist  wealth.  But 
some  big  promises  have  vanished  without  a  ripple.  By  Howard  Anderson 


Andy  Warhol  once  predicted  that  in  the  future  everyone 
would  be  famous  for  15  minutes.  I've  got  a  corollary:  In  the 
future,  everyone  is  going  to  be  rich  for  1 5  minutes. 

Never  was  that  more  apparent  than  six  months  ago,  when 
in  separate,  simultaneous  meetings  in  San  Francisco 
and  San  Jose,  venture  capitalists,  buy-side 
pension  and  mutual  fund  analysts,  and 
the  Internet  nation  were  all  within  « 
a  Porsche  hour  ot  each  other.  I 
Triple  witching  hour. 

At  the  Hyatt  Regency  Embar- 
cadero,  members  of  the  National 
Venture  Capital  Association  were 
huddled  at  their  annual  meeting, 
telling  each  other  that,  yes,  while  th 
was  an  up  cycle  and  everyone  was  do- 
ing well,  we  shouldn't  necessarily  ex- 
pect an  imminent  down  cycle  be- 
cause, well,  maybe  this  time  things 
were  going  to  be  different.  Not 
many  believed  this.  But  so  long 
as  the  pension  funds  were  tipping 
their  allocation  for  venture  hinds 
to  3%  of  their  assets,  and  so  long^J 
as  an  unending  stream  of  40 IK  cash 
was  flowing  into  the  mutual  funds  and  the 
mutual  funds  were  power-investing  in 
technology  IPOs,  then  what  the  hell.  . 
Who's  going  to  argue  with  success?  1 

Punctuated  by  a  lunch  of  fresh  w 
shrimp,  the  discussion  bounced  back  and  forth:  Was  there 
too  much  money  chasing  too  few  deals?  (Yes,  if  you  were 
funded  alreadi   ind  wanted  to  keep  upstarts  out;  no,  if  you 


were  going  to  raise  a  new  fund.)  Were  there  ways  to  ca- 
jole or  intimidate  your  congressperson  into  voting  to  low- 
er the  capital  gains  tax?  (Try  some  PAC  money  in  the  ol' 
campaign  fund — in  other  words,  business 
as  usual.) 

But  the  hidden  agenda  was,  Can  you  be- 
ieve  this  IPO  market?  Those  problem  in- 
vestments of  two  years  ago  were  now  ripe, 
and  the  headhunters  were  working 
overtime  to  put  together  semi- 
credible  teams  for  road  shows. 
§k  Almost  every  technology  ven- 
1  ture  fund  has  gotten  stinking 
rich  backing  "concept"  com- 
panies in  software  and  com- 
munications, and  the  part- 
ners had  convened  in  San 
Francisco  to  hear  experts  dis- 
cuss why  it  wasn't  going  to 
end  anytime  soon. 
I  know.  I  was  one  of  them, 
showing  the  obligatory  elaborate 
Yankee  Croup  pie  charts  about  the 
size,  shape,  and  duration  of  every 
subindustry  and  its  expected 
growth  from  1996  to  the  year 
k»  2000.  Even  the  true  believers 
needed  such  visual  reassurance  be- 
cause SEC  regulations  require  investors  to 
loid  their  original  stock  for  two  years.  Then,  usual- 
ly for  at  least  180  days  after  the  IPO,  the  investment  bankers 
will  demand  a  lockup  to  prevent  all  the  VCs  from  bailing 
out  of  the  stock  at  the  same  time. 
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Even  during  this  meeting,  dozens  of  VCs  kept  looking 
at  their  watches  every  few  minutes,  as  if  calculating  the  ex- 
act minute  when  they  could  sell.  Or  maybe  I  was  giving 
boredom  a  whole  new  meaning.  In  any  case,  you  don't  ever 
want  to  be  between  the  VCs  and  the  door  when  their  lock- 
up period  is  over. 

Sucking  Up  to  the  Money 

Not  far  away  was  the  Hambrecht  &  Quist  24th  Annual 
Technology  Conference.  Fifteen  hundred  buy-side  tech- 
nology investors  were  jammed  into  San  Francisco's  Westin 
St.  Francis  Hotel  listening  to  300  technology  CEOs  recite 
their  "vision"  and  deciding  who  was  worth  "only"  35  times 
earnings  and  who  were  the  true  princes  of  the  church  worth 
120  times  earnings!  Or  even  10  or  20  times  sales,  if  earn- 
ings were  too  far  in  the  future  even  to  discuss.  The  exer- 
cise had  its  limitations,  since  every  vision  statement  sounds 
exactly  the  same,  something  about  dominating  the  indus- 
try, loving  the  stakeholders,  and  saving  the  whales. 

One  CEO  finished  his  presentation  and  took  a  question. 

"What  do  earnings  look  like  next  quarter?" 

"I'm  not  here  to  discuss  earnings,"  replied  the  CEO.  "I'm 
here  to  discuss  concepts." 

The  mutual  fund  manager  thought  about  this  for  a  few 
seconds,  then  countered,  "That  bad,  huh?" 

Get  the  picture?  Every  CEO  was  showing  computerized 
overheads  "proving"  his  company  really  owned  its  market 
segment  and  was  increasing  share;  that  his  firm  had  almost 
no  real  competition  and  was  pounding  the  living  crap  out 
of  what  little  competition  it  did  have;  that  its  segment  was 
growing  at  high  double  or  even  triple  digits  and  slyly  sug- 
gesting its  stock  might  even  be  underpriced.  What  was  most 
impressive  was  that  these  CEOs  could  do  all  this  without  gig- 
gling. Softwari  w  as  hot,  the  Web  was  hotter,  and  any  firm 


with  "Internet"  in  its  pitch  had  the  buy  side  kissing  its  ring. 
And  buying — with  a  vengeance! 

Although  officials  weren't  talking  numbers,  the  buy-side 
gathering  probably  represented  fiduciaries  with  net  assets 
of  $4.5  trillion  (that's  trillion  with  a  t).  This  was  The  Mon- 
ey, and  if  it  isn't  buying,  the  whole  process  screeches  to  a 
halt.  People  might  have  to  live  with  last  year's  Mercedes- 
Benzes,  entrepreneurs  might  have  to  live  on  their  salaries, 
and  venture  capitalists  might  have  to  stop  squabbling  over 
their  carried  interest  for  their  next  fund  and  start  earning 
their  keep. 

Let  that  $4.5  trillion  managed  by  these  pension  funds, 
mutual  funds,  and  hedge  funds  sink  in  a  minute.  If  it  were 
stacked  in  thousand-dollar  bills(!),  it  would  be  as  tall  as  a 
200,000-story  building  or  400  miles  straight  up  or  whatev- 
er. The  buy-side  institutions  supposedly  represent  half  the 
value  of  all  the  stocks  of  all  the  exchanges  in  America. 
Major  Clout. 

And  they  were  buying.  High  tech  IPOs  were  coming  fast 
and  furious;  the  only  gating  factor  seemed  to  be  the  num- 
ber of  conference  rooms  at  Fidelity  and  the  number  of  lim- 
ousines available  for  road  shows.  These  IPOs  were  over- 
subscribed by  18  or  20  times.  Buy-side  analysts  didn't  even 
have  time  to  read  the  prospectuses,  but  they  each  wanted 
10%  of  the  class  IPOs  from  the  first-bracket  underwriters. 
That  original  IPO  stock,  which,  let's  say,  came  on  at  14  and 
doubled  by  the  end  of  the  day,  was  the  grease  that  made  the 
entire  equation  work.  The  Money  could  show  immediate 
gain,  the  VCs  could  write  up  their  investments,  and  the 
entrepreneurs  could  update  their  personal  portfolios  every 
five  nanoseconds. 

If  a  company  like  StrataCom,  doing  around  $300  mil- 
lion in  sales,  could  be  sold  for  $4  billion  to  Cisco  Systems, 
then  what  was  everything  else  worth? 

And  if  I  were  a  buy-side  analyst,  I'd  make  my  six-  or  sev- 
en-figure bonus  by  going  long  in  the  technology  sector. 

Netting  the  Elusive  Customer 

Forty  miles  south  in  San  Jose,  as  the  concept  companies 
were  taking  the  money  from  the  venture  capitalists  and  their 
IPOs  and  trying  to  find  the  elusive  real  market,  the  Internet 
World  trade  show  was  playing  to  a  full  house. 

This  is  the  third  part  of  the  triangle,  The  Real  World, 
where  companies  have  begun  selling  their  products  to  cor- 
porate America  or  to  the  15  million  households  that  are 
technologically  advanced  enough  to  be  reached.  Fail  here 
and  you're  toast.  And  although  the  three  amigos  (venture 
capital,  equity  research,  real  world)  sometimes  only  seem 
to  communicate  by  rumor,  sooner  or  later  their  orbits 
intersect. 

Not  unlike  the  old  Yankee  traders  who  plied  the  trian- 
gular sugarcane,  rum/molasses,  and  slave  routes  200  years 
ago,  these  modern-day  voyagers  exchange  bags  of  startup 
money  for  Silicon  Valley  brains,  then  take  the  results  to  the 
public  and  make  25  times  their  investment — in  just  two 
years.  And  then  repeat  the  enriching  trip. 

Any  objective  observer  of  markets  (assuming  there  is  such 
a  person)  might  anticipate  that  this  happy  state  of  affairs 
couldn't  go  on  forever.  But  maybe  it's  going  to  be  differ- 
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communications 


M.LTEL  CORPORATION  (NYSE:AT)  is  a  full- 
rvice  communications  and  information  man- 
ement  company  that  provides  local  telephone 
d  long-distance  service,  cellular  service, 
ormation  services  and  related  services. 

UNIXTER  INC.  Anixter  is  a  global  networking 
d  cabling  systems  specialist  supplying  prod- 
ts  and  services  for  the  transmission  of  data, 
ice,  video  and  multimedia. 

SOURCE,  INC.  Source,  Inc.,  headquartered  in 
lias,  Texas  is  the  leading  independent  provider 
current  and  evolving  business  applications  of 
mputer  and  telephony  integration. 

*  SATELLITE  COMMUNICATIONS  » 

COMSAT  MOBILE  COMMUNICATIONS 

MSAT  Mobile  Communications  provides 
ibal  satellite  communications  services  to 
iritime,  aeronautical  and  land  mobile  cus- 
ners,  via  the  Inmarsat  satellite  system. 

♦  TELECOMMUNICATIONS  » 

GTE  CORPORATION  For  more  information  and 
annual  report,  circle  GTE  Corporation  on  the 
iacent  card. 


software 


*  ENTERPRISE  BUSINESS  APPLICATIONS  * 

3E0PLES0FT  PeopleSoft  develops,  markets, 
A  supports  a  complete  suite  of  business 
plications  -  PeopleSoft  Financials,  PeopleSoft 
itribution,  PeopleSoft  Manufacturing,  and 
opIeSoft  HRMS  -  for  enterprise-wide  informa- 
in  management.  1-800-947-7753. 


»  GLOBAL  SUPPLY  CHAIN  MANAGEMENT  # 

7.  QAD  INC.  QAD  is  a  leading  developer  and 
global  supplier  of  integrated  business  software 
and  services  including  manufacturing,  distribu- 
tion, customer  service  and  financial  applications 
in  an  open  systems  environment. 

♦  SOFTWARE-DOCUMENT  MANAGEMENT  • 

8.  INTERLEAF.  INC.  The  leading  supplier  of 
integrated  business  applications  and  services, 
incorporating  document  management,  electronic 
publishing  and  Internet  technologies,  making 

it  easy  for  customers  to  assemble,  manage, 
retrieve,  distribute  and  publish  business-critical 
information  across  the  enterprise. 

•  SUPPLY  CHAIN  # 

9.  DALY  &  WOLCOTT  Application  Plus  is  an  inte- 
grated, enterprise-wide  set  of  supply  chain  and 
financial  management  software  solutions  running 
on  29  different  platforms  and  all  major  databases. 


hardware 


10.  ACER  COMPUTER  1-408-423-6200, 

www.acer.com/aac/  Acer  is  the  world's  seventh 
largest  PC  company  and  is  a  leading  supplier 
of  high-end  multiuser  servers,  desktop  PCs, 
multimedia  products,  notebook  computers,  and 
computer  peripheral  products. 


services 


11.  TSMC  TSMC  is  the  world's  largest  and 
fastest  growing  dedicated  semiconductor 
foundry.  Headquartered  in  Taiwan,  TSMC  offers 
processes  that  focus  on  advanced  logic,  mixed 
signal  and  a  wide  array  of  memory  devices. 

»  CONSULTANTS  ♦ 

12.  CADENCE  DESIGN  SYSTEMS,  INC.  Cadence 
Design  Systems,  Inc.  provides  comprehensive 
services  and  technology  for  the  product  develop- 
ment requirements  of  the  world's  leading 
electronic  companies. 

*  ON-LINE  SERVICES  » 

13.  CHARLES  SCHWAB  &  COMPANY:  e  Schwab, 
1-800-372-4922  EXT.  104  the  new  state  of  the  art, 
computerized  trading  service  from  Charles  Schwab. 
Visit  us  on  the  Web  at  http://www.schwab.com. 


14.  E*TRADE  SECURITIES,  INC.  Obtain  quotes, 
place  trades  via  your  PC  or  touch-tone  phone 
with  America's  Electronic  Brokerage  TM.  For 
more  information  and  low  commissions,  call 
1-800  STOCKS-3.  MFBA26. 


other 


15.  OPEN  MARKET,  INC.  Open  Market,  Inc. 
develops,  markets,  licenses,  and  supports  high- 
performance  software  products  that  allow  its 
customers  to  engage  in  business-to-consumer 
and  business-to-business  electronic  commerce 
on  the  Internet. 

16.  ROBERTSON  STEPHENS  &  COMPANY 

The  Contrarian  Fund.  For  more  information, 
including  a  prospectus  that  you  should  read 
carefully  before  investing,  please  call  Robertson 
Stephens  at  1-800-766-3863  ext.  327. 

17.  U.S.  ROBOTICS  U.S.  Robotics  Corporate/ 
Systems  Division  provides  end-to-end  network- 
wide  solutions  including  remote  access  servers, 
ISDN,  modems,  digital  access  devices,  Frame 
Relay,  and  X.25  network  access.  Call 
1-800-USR-CORP  or  visit  http://www.usr.com. 

•  ECONOMIC  DEVELOPMENT  ♦ 

18.  ARIZONA  DEPARTMENT  OF  COMMERCE 

For  information  on  expanding  or  relocating 
your  business,  contact  the  Arizona  Department 
of  Commerce  at  1-800-528-8421. 

*  ELECTRONIC  COMPONENTS  • 

19.  AMP,  INC. 

DOCUMENT  POWER 

151.  OCE  PRINTING  SYSTEMS  USA,  INC. 

Provider  of  high-speed  electronic  printing 
systems.  Speeds  range  from  30  to  744  images 
per  minute,  and  represent  over  two  decades  of 
experience. 

152.  PITNEY  BOWES,  INC. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN 
YOUR  FREE  INFORMATION  PLUS  CARD 
TODAY.  OR  CALLTOLLFREE:  1-800-463-6903, 
FAX  YOUR  COMPLETED  INFORMATION 
PLUS  CARD  TO  US  AT:  (312)  922-3165. 
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Warren  Buffett  and  his  mentor,  Ben  Graham,  never  learned 
that  you  could  treat  raw  brainpower  and  technology  the 
same  way  you  did  Coca-Cola  and  natural  monopolies. 


ent  this  time.  Well,  maybe  it  isn't.  But  please,  God  (went 
up  the  plaintive  prayer),  let  us  take  our  struggling  compa- 
nies public  now  and  hope  that  we  really  have  a  product 
when/if  the  music  stops.  We  know  half  of  these  companies 
are  not  even  close  to  being  ready  to  go  public,  but  the  mar- 
ket is  buying — now!  It's  chow  time. 

What  we  were  all  doing  was  taking  a  raw  material 
(brains,  sugarcane),  processing  it  (software,  rum),  and 
selling  it  to  the  public  (IPOs,  molasses).  We  built  a  mod- 
ern-day trading  triangle  that  is  the  envy  of  the  indus- 
trialized world,  but  it  shows  embryonic  signs  of  evolv- 
ing into  a  Bermuda  Triangle,  in  which  intruders  and 
fortunes  inexplicably  disappear. 

The  Fountainhead 

Let  me  tell  you  about  Gen.  Georges  F.  Doriot,  the  man 
who  invented  venture  capital.  Doriot  was  a  Harvard  Busi- 
ness School  professor  in  the  late  1940s  who  one  day  came 
to  the  conclusion  that  all  the  conservative  fiduciaries  in 
Boston  (then,  as  now,  a  redundancy)  were  making  money 
from  money  that  had  been  made  in  the  sugarcane-rum/mo- 
lasses-slave trade.  He  talked  these  anal  retentives  into  fund- 
ing his  company,  American  Research  &  Development,  with 
$3.4  million,  with  which  he  started  to  fund  nerds  out  of  MIT 
(another  redundancy).  In  1960  he  funded  Digital  Equip- 
ment; his  $61,000  investment  became  worth  $5  billion,  and 
the  venture  capital  industry  was  born. 

Not  only  did  everyone  at  the  San  Francisco  venture  cap- 
ital meeting  owe  his  first,  second,  and  third  homes  to  The 
General,  but  almost  every  high  tech  company  owes  its  life 
to  his  insight.  Imagine  a  world  without  Intel,  Apple,  Am- 
dahl, Netscape,  Cisco,  Bay  Networks,  FORE  Systems,  Ora- 
cle, Sybase,  Compaq,  and  the  hundreds  of  high  tech  ven- 
ture-capitalized companies  that  are  the  hottest  aspect  of  the 
American  economy. 

But  today  Doriot  would  be  turning  over  in  his  grave.  He 
taught  two  generations  that  you  used  venture  money  to 
build  a  product,  build  distribution,  define  the  formula.  Then, 
and  only  then,  did  you  take  the  public's  money.  Not  before. 
Not  ever.  He  would  not  see  the  $4.8  billion  raised  in  new 
venture  capital  funds  this  year  as  a  bad  thing,  but  he  would 
see  too  many  companies  going  public  before  their  time;  too 
much  merde,  not  enough  quality. 

And  we  know  ft.  And  the  fiduciaries  know  it.  And  the 
startups  know  it.  And  you  know  it.  But  it's  all  going  to  be 
different  this  time,  right? 

Surprisingly.  Warren  Buffett  and  his  mentor,  Benjamin 
Graham,  never  learned  from  Doriot  that  you  could  treat 
raw  brainpower  and  technology  the  same  way  you  did  Coca- 
Cola  and  natural  monopolies.  What  is  remarkable  about 
Buffett  is  thai  •  turned  in  the  record  he  did  without  tech- 
nology, invest         companies  that  had  good  management 


but  were  on  the  back  half  of  their  life  cycles.  Doriot  creat- 
ed value;  Buffett  picked  stocks. 

But  Buffett  and  the  fiduciaries  (sounds  like  a  bad  Co- 
lumbia Business  School  rock  band)  had  a  role  to  play. 
They  put  a  price  on  the  value  the  venture  capitalists  cre- 
ated and  made  recycling  those  gains  into  the  next  round 
of  startup  companies  possible. 

More  Is  Less-More  or  Less 

Today,  38  million  homes  have  personal  computers  and  22 
million  Americans  have  cellular  phones;  41%  of  the  tech- 
nologically advanced  families  (those  most  inclined  to  adopt 
new  technology  products  and  services  first)  in  America  have 
two  phone  lines  and  1 1  million  of  us  subscribe  to  an  online 
service.  More  wealth  has  been  created  in  Silicon  Valley  dur- 
ing the  past  20  years  than  in  any  other  place  at  any  time  in 
history.  This  formula — brainpower  plus  venture  money 
equals  IPOs  at  10  times  sales — is  the  envy  of  the  world.  The 
Japanese  lust  after  this  accelerator  and  the  Europeans  just 
scratch  their  heads  and  wonder  how  to  replicate  this  job- 
and-wealth-creation  engine.  Maybe  they  needn't  worry; 
maybe  we're  in  the  process  of  screwing  it  up. 

There  is  only  one  truism:  the  sine  curve.  Right  now,  hun- 
dreds of  companies  are  in  the  process  of  registering  for  pub- 
lic offerings  as  the  venture  capitalists  clean  out  their  in- 
ventories. The  Money,  if  it  can  catch  the  right  parts  of  the 
industry,  knows  it  can  make  40%  per  year,  and  that  hold- 
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"Play  is  universal.  And  we're  turning  America's  best  known  toys  and  games  into  global  brands.  From  Mr.  Potato 
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simply  can't  get  anywhere  else.  My  friend  here  agrees."  Alan  Hassenfeld  is  big  on  the 
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ing  cash  or  bonds  in  this  market  is  a  career-limiting  act. 
The  Punks  in  Pinstripes  (investment  hankers)  are  making 
promises  about  equity  research  coverage  that  will  mean  a 
doubling  in  the  number  of  analysts  by  this  time  next  year 
if  they  keep  their  word.  This  means  lots  of  mergers  and  ac- 
quisitions, since  in  the  end  it's  the  investment  banking  side 
that  pays  half  the  cost  of  equity  research. 

Full  disclosure:  No  company  has  benefited  more  by  these 
trends  than  mine,  The  Yankee  Group,  since  we  sell  our  re- 
search to  all  these  newly  public  companies  and  to  The  Mon- 
ey. Pm  also  involved  with  a  venture  capital  group.  But  I'm 
worried.  The  expansion  in  the  sheer  number  of  companies 
has  outpaced  the  absorption  rate  of  new  technology.  Ex- 
amples: With  Personal  Communications  Service,  every 
metro  area  will  have  nine  wireless  options  by  this  time  next 
year;  currently,  there  are  135  multimedia  software  compa- 
nies, and  an  Internet  startup  begins  every  48  hours.  More- 
options  mean  better  consumer  pricing  but  lower  margins, 
which  ultimately  leads  to  below-expectation  sales  and  earn- 
ings, which  in  turn  leads  to  backlash.  And  that  backlash  may 
take  the  form  of  The  Money  taking  a  walk. 

And  when  that  happens,  as  it  will,  years  will  pass  before 
it  returns.  Ten  years  ago,  a  startup  could  find  a  niche  that 
the  Big  Guys  (IBM,  HP,  AT&T)  considered  too  small  and 
could  develop  a  market  while  the  masters  slept.  Sooner  or 
later  this  niche  (personal  computer  software,  ethernet 
switching,  cellular  telephony,  database  software,  Internet 
access)  exploded.  Then  the  Big  Guys  formed  a  "strategic 
alliance,"  which  meant  they  would  resell  and  brand  that 
product,  hoping  that  their  own  R&D  would  catch  up  next 
time.  The  niche  companies,  knowing  they  had  only  so 
much  time,  also  went  to  the  real  customer  directly,  but 
they  enjoyed  some  period  when  they  had  only  modest 
competition,  time  to  build  their 
franchise. 


Today,  there  are  a  dozen  companies  fighting  for  a  par- 
ticular niche,  all  well  financed  and  all  public  (or  just  count- 
ing the  days  'til  they  are).  The  conventional  wisdom  says 
the  shakeout  is  coming.  Of  the  1,200  Internet  access  com- 
panies, perhaps  only  5%  will  be  players.  It's  a  given  that  the 
world  needs  a  gigabit  ethernet  switching  company,  but  does 
it  need  a  dozen? 

In  a  world  where  supply  exceeds  demand,  a  few  basics 
are  in  order: 

1.  There  are  250  venture  capital  companies  of  any  real  size 
in  the  United  States,  each  doing  four  to  six  deals  per  year 
on  average.  Let's  assume  1,000  to  1,500  or  so  new  compa- 
nies are  formed  each  year,  more  than  40% — 400  to  600 
companies — of  which  will  be  in  high  tech. 

2.  While  that  number  is  large  enough  to  seem  ripe  for  op- 
portunity, there  aren't  that  many  decent  entrepreneurs 
around.  Perhaps  a  tenth  of  that  number.  For  the  rest,  it's 
amateur  night. 

3.  With  supply  exceeding  demand,  the  fiduciaries  are  go- 
ing to  be  more  selective.  Even  now,  we're  telling  them  only 
to  invest  in  companies  that  invented  their  niche,  are  con- 
sistently the  innovators  in  their  segment,  get  40%  of  their 
sales  from  overseas,  and  are  more  than  one-trick  ponies. 
The  smartest  mutual  funds  will  avoid  companies  that  are 
still  trying  to  find  the  formula  or  haven't  overcome  adver- 
sity, never  mind  the  stock  price  or  the  hype.  These  are  the 
Not-Ready-for-Prime-Time  companies  that  have  no  busi- 
ness being  public  in  the  first  place  and  that,  in  the  end,  are 
going  to  break  your  heart — and  your  pocketbook. 

4.  Although  the  new  funds  coming  into  the  market  through 
40 IK  plans  seem  inexhaustible,  The  Money  is  as  fickle  as 
a  teenager;  when  it  finally  walks,  there  will  be  no  more  "it's 
different  this  time"  talk. 

5.  The  technology  absorption  rate  for  businesses,  and  even 
technically  advanced  families,  moves  at  a  predictable  speed. 
More  vendors  can  move  this  market  15%,  but  not  50%. 

6.  The  bottom  line:  The  amount  of  new  venture  capital  will 
grow  to  more  than  $5  billion  next  year  no  matter  what,  if 
only  because  the  historical  growth  has  been  spectacular.  But 
the  returns  will  begin  to  bottom  out.  Not  one  VC  at  that 
San  Francisco  meeting  expected  the  next  five  years  to  out- 
pace the  last  five  years. 

Game  Over? 

It's  been  a  great  ride.  Wannabe  entrepreneurs  are  still 
parked  outside  the  venture  capitalists'  offices  on  Sand  Hill 
Road,  business  plans  in  hand.  But  we 
know  that  success  is  a  fragile,  delicate 
phenomenon,  fed  equally  by  balance 
and  luck — and  when  the  balance 
shifts,  as  it  has,  then  disequilibri- 
um results. 

So  kick  back,  enjoy,  don't 
worry,  and  remember  that  in  the 
future,  everyone  is  going  to  be 
rich  for  1 5  minutes.  ■ 


Howard  Anderson  is  president  of  the 
Yankee  Group,  a  Primark  Company,  and 
general  partner  of  Battery  Ventures. 
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The  '90s  are  fundamentally  different  from  the  '80s,  we  are  told.  But 
the  idea  of  getting  rich  quick  certainly  hasn't  lost  its  charm.  By  Po  Bronson 


Ten  years  ago,  when  I  was  a  senior  at  Stanford,  I  walked 
into  my  girlfriend's  dorm  room  without  knocking.  I  had 
been  wandering  the  hills  in  my  shorts,  whacked  out  on 
blotter  acid,  drawing  in  my  spiral  notebook  with  a  blue 
fluorescent  pen.  The  sight  of  my  girlfriend  nearly  broke 
my  heart. 

She  was  wearing  a  suit.  Pinstripes,  nylons,  little  shiny 
black  shoes. 

"Oh  no,"  I  said.  "Not  you,  too." 

A  month  later  we  arrived  in  New  York,  she  to  work  as 
a  corporate  finance  analyst  at  First  Boston,  me  to  write  a 
novel.  I  had  brought  eight  spiral  notebooks  and  intended 
to  fill  them.  Unfortunately,  I'd  brought  no  money.  I  was  a 
laughingstock,  in  1986  in  New  York,  having  no  money.  My 
girlfriend  would  be  invited  to  parties — not  just  any  parties, 
but  parties  on  West  Side  rooftops  with  views  of  the  park — 
and  she'd  take  me,  and  I'd  be  treated  like  the  onion  dip, 
something  to  be  poked  at.  "Look  at  this,  Muffy — a  writer. 
He  says  he  sleeps  on  couches.  Oh,  look — huaraches  with 
tire-tread  soles.  Maybe  he  cooks." 

I'd  wanted  to  write  about  what  was  happening  in  this 
world,  and  it  was  perfectly  obvious  what  was  happening: 
My  generation  was  going  to  work,  with  a  tremendous  fer- 
vor. By  taxi,  by  subway,  or  by  walking  across  Central  Park 
each  morning,  they  were  going  to  the  office.  Not  just 
any  office,  but  one  somewhere  higher  in  the  sky  than  I'd 
ever  been. 

But  not  for  long.  Five  months  later  I  was  working  in 
downtown  San  Francisco,  on  the  next-to-top  floor  of  one 


of  the  tallest  buildings  in  the  city,  sitting  beside  the  floor- 
to-ceiling  window  with  a  view  all  the  way  to  San  Jose.  I  nev- 
er looked  out.  I  had  been  hired  as  a  sales  assistant  to  one  of 
the  top  institutional  bond  salesmen  on  the  West  Coast,  a 
man  who  earned  40  times  my  wage.  He  was  no  older  than 
I  am  now.  The  interview  had  been  easy.  I  had  been  coached 
what  to  say.  When  he  asked  me  why  I  wanted  to  work  for 
First  Boston,  particularly  in  bond  sales,  I  answered:  "Be- 
cause I  want  to  get  rich." 

I  didn't  last  long.  Nineteen  months,  if  that.  I  was  an  im- 
postor. There  were  a  lot  of  impostors  in  finance  in  the  '80s, 
of  course.  The  market  weeded  us  out.  In  the  markets,  you 
compete  against  other  people,  and  if  you  lose  you  get  the 
ax.  Hell,  what  am  I  saying! — everybody  got  the  ax.  Not 
one  single  salesperson  out  of  40  from  those  days  still  works 
in  that  office.  It  was  like  those  old  Saturday-afternoon 
wrestling  shows,  when  they  would  put  1 5  guys  in  a  ring  and 
the  last  one  standing  would  win  a  new  set  of  whitewall  tires 
for  his  pickup. 

I  stayed  on  in  San  Francisco  after  losing  that  job.  To- 
day, my  friends  here — all  the  ones  who  aren't  writers,  and 
many  of  the  ones  who  are — work  in  Silicon  Valley,  or  Mul- 
timedia Gulch,  or  any  one  of  the  overflowing  pockets  we 
call  the  computer  industry.  Recently,  I  brought  together 
some  of  my  new  friends  from  the  '90s  and  some  of  my  old 
friends  from  the  '80s.  Steve  and  Mike  Sellers  had  formed  a 
new  company,  Terra  Nova  Interactive,  and  were  looking 
for  $100,000  in  first-round  financing.  So  I  took  them  to 
meet  some  people  in  the  exclusive  East  Bay  suburb  of  Black- 
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an  oasis  in  the 
dry  hills,  where  the  edges  of 
the  lawns  show  a  professional's  touch  and  au- 
tomatic sprinklers  are  timed  to  drench  the  roses.  As  we 
passed  the  gate,  I  said,  "Get  a  good  look,  boys.  It'll  all  be 
yours  soon." 

We  gathered  at  the  home  of  an  options  trader  I  had  gone 
to  college  with.  The  other  invitees  were  all  people  who  got 
rich  in  the  securities  markets  in  the  '80s — people  whose  bet- 
ter years  were  behind  them.  People  who  made  $500,000  a 
year  working  at  Morgan  Stanley  in  1987,  but  by  1990  were 
slaving  away  for  $300,000  at  Kidder  Peabody,  and  by  1995 
were  darn  lucky  to  have  a  job  at  Schwab  that  paid  $100,000. 
Steve  and  Mike  were  jealous  of  people  like  this,  people  who 
don't  have  to  beg  for  money  in  order  to  pursue  their  dreams. 
I  just  hoped  some  of  them  had  managed  to  tuck  a  little  away, 
and  that  this  trip  was  not  in  vain. 

The  Sellers  brothers  set  up  their  computer  and  gave  a 
demo  of  a  three-dimensional  multiuser  domain,  a  cyber- 
world  drawn  on  the  screen  from  data  off  both  a  CD-ROM 
and  a  modem  connected  to  a  server  in  Virginia.  By  the  end 
of  the  demo,  the  jealousy  poles  had  reversed.  The  poten- 
tial investors'  mouths  were  open.  They  knew  they  were 
looking  at  two  guys  about  to  go  on  a  joyride.  Two  guys 
about  to  enter  that  light-headed  blastoff  phase  of  getting 
rich,  when  the  money's  pouring  in  faster  than  you  can  count 
it  and  you  haven't  yet  started  fearing  the  flow  won't  con- 
tinue. The  investors  wanted  a  touch  of  that  vertigo  again, 
just  for  memories'  sake.  A  list  went  around  the  room  for 
those  who  wanted  the  Sellerses'  lawyer  to  fax  them  a  term 
sheet  the  next  week,  and  everyone  who  had  the  money 
signed  up. 

"I  guess  the  demo  knocked  'em  dead,"  Steve  said  proud- 
ly as  we  left. 

I  laughed.  "They  didn't  understand  a  wink  of  it." 

Like  all  my  new  friends,  the  Sellerses,  who  recently  sold 
Terra  Nova  to  3 DO,  naively  think  the  reason  their  indus- 
try is  suddenly  getting  so  much  attention  is  because  this 
box  of  wires  called  the  computer  is  really  cool.  They  don't 


realize  that  the  fasci- 
nation is  truly 
with  people  who 
£  are  getting  rich 
H  quickly  and  eas- 
ily. The  comput- 
er is  mass  media's 
plot  device  for  the 
'90s — it's  the  thing 
people  are  using  to 
get  rich,  like  oil  and 
real  estate  in  the  '70s, 
or  stocks  and  bonds  in 
the  '80s.  The  average 
person  no  more  under- 
stands file  transfer  proto- 
cols than  they  understood 
prepayment  rates  on  high- 
coupon  Ginnie  Mae  mortgage  bonds 
in  the  '80s.  People  on  the  bus  can  tell 
you  that  Netscape  opened  at  28  and  traded 
to  75  within  hours,  but  they  can't  tell  you  that  Netscape 
earned  its  money  on  $63,000  secure  server  software — let 
alone  tell  you  what  the  heck  a  server  is.  Middle  America 
missed  its  chance  to  buy  Intel  in  '71  or  Microsoft  in  '86, 
so  when  people  hear  that  there's  a  whole  other  computer 
revolution  going  on,  they  don't  want  to  buy  the  software 
as  much  as  they  want  to  buy  the  stock  of  the  company  that 
makes  the  software. 

I'm  hearing  stories  that  make  me  think  Wall  Street's  ex- 
cesses are  repeating  themselves  in  Silicon  Valley.  The  one 
about  the  Informix  salesman  who  bought  a  tricked-out  red 
Corvette,  tied  an  enormous  red  ribbon  around  the  girth, 
and  had  it  delivered  to  his  girlfriend  at  the  office.  Or  the 
one  about  the  3Com  marketing  manager  who  sold  her  vest- 
ed stock  to  buy  a  six-bedroom  house,  but  hadn't  allocated 
any  of  the  stock-sale  proceeds  to  cover  the  capital  gains  tax. 
Or  the  Apple  programmer  who  went  house  hunting  one 
night  (he  couldn't  find  time  off  work  during  the  day)  and 
bought  a  home  without  ever  getting  a  decent  look  at  the 
outside. 

Business  columnists  will  try  to  tell  you  that  there's  a  dif- 
ference between  then  and  now — that  today's  megamerg- 
ers  are  primarily  stock-swap  deals,  while  in  the  '80s  they 
were  leveraged  with  junk  bonds.  But  both  today's  stocks 
and  yesterday's  bonds  are  market  securities,  with  prices 
floating  high  on  hype  and  speculation.  I  can't  help  worry- 
ing about  what  will  happen  to  my  new  friends.  Ten  years 
from  now,  will  I  hear  stories  about  technology  whizzes  like 
this  one  about  an  '80s  hotshot:  After  earning  six  figures  for 
10  years  at  Morgan  Stanley,  the  trader  reached  burnout. 
He  paid  cash  for  a  Winnebago,  packed  up  his  wife  and  kids, 
and  after  touring  most  of  the  lower  48  ended  up  in  rural 
Alaska.  It's  awfully  quiet  in  Alaska.  It's  no 
place  for  a  guy  who  slept  with  a  beeper  in 
case  the  dollar  rallied  in  Tokyo.  A  year  lat-  y 
er  his  wife  has  left  him  and  he  lives  in  a 
brothel,  broke. 

Maybe  the  newly  rich  of  Silicon  Valley 
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Let  us  wring  the  waste  out  of  your 
phone  system  spending. 


OURCE  buys,  sells,  trades  and 
{pairs  to  save  you  up  to  60%. 

There  are  dozens  of  telecom  companies, 
it  only  one  Source:  America's  single- 
urce  provider  of  telecom  systems  and 
aintenance. 

At  Source,  we  handle  every  brand  of 
lone  system  in  existence.  And  we 
low  them  backwards  and  forwards 
p  we  can  help  you  choose  the 
juipment  that's  perfect  for  your 


company.  And  even  sell  or  trade  your  old 
system  for  you. 

When  pre -owned  equipment  makes  more 
sense,  we'll  find  a  perfect  fit  for  you.  In 
fact,  we  have  an  actual  trading  floor  where  we 
match  available  equipment  with  the  needs 
of  Forbes  500  companies  across  America. 

Plus,  you'll  sleep  well  knowing  that 
all  our  pre-owned  equipment  is 
'Source  Certified"  to  meet  or  surpass 
factory  specs,  with  an  industry-leading. 


one  year  advance  replacement  guarantee  on 
parts  and  labor. 

Repairs?  We  consistently  turn  them 
around  in  under  10  days,  with  an  inventory 
of  25,000  serially  bar-coded  parts  available 
for  same-day  shipping  that's  unmatched  in 
the  industry. 

The  bottom  line:  we'll  put  the  control  of 
your  telecom  spending  back  in  your  hands. 

And  isn't  that  just  where  it  should  be5 


Call  today  for  more  information  or  our  free  brochure, 
"Save  The  Phones  In  The  90s"  1-800-406-8705 


SOURCE 


Nicknaming  software  after  rock  stars  isn't  enough  anymore.  Free 
beer  in  the  kitchenette  doesn't  sustain  the  troops.  Try  to  quit  and 
the  company  just  offers  more  money  and  a  Caribbean  cruise. 


will  escape  the  fate  of  that  '80s  stockbroker.  For  my  friends' 
sake  I  hope  so.  But  I  see  signs  that  seem  disconcertingly 
familiar. 

The  first  sign:  selfishness  and  greed.  When  high  tech 
companies  went  public  back  in  the  early  '80s,  the  top  offi- 
cers usually  kept  only  about  20%  of  the  employee  stock 
holdings.  Even  secretaries  got  some  shares.  Now  the  offi- 
cers are  stingy,  keeping  upwards  of  80%  for  themselves. 
Secretaries  get  new  walnut  desks  or  a  set  of  steak  knives. 
There  is  resentment  brewing  in  companies  that  went  pub- 
lic a  year  ago.  Division  heads  flip  through  the  annual 
report  to  track  each  others'  salaries.  Not  surprisingly,  the 
"we're  all  in  this  together"  spirit  that  made  Silicon  Valley 
so  different  from  Wall  Street  is  fading  fast. 

I  called  someone  who  sets  up  foundations  and  trusts  on 
behalf  of  the  new  technorich.  He  said  that  at  first  they  have 
a  strong  desire  to  "give  back  to  the  community."  But  then 
they  have  a  very  hard  time  figuring  out  who  their  commu- 
nity is.  So  they  end  up  investing  in  risky  high  tech  startups, 
particularly  "edutainment"  software  makers.  They  either 
lose  their  investment,  or  they  make  even  more.  So  much  A 
for  the  charitable  impulse. 

The  second  sign: 
burnout.  How  many 
years  in  a  row 
can  Saturdays 
and  Sundays  be 
weekdays? 
Nicknaming 
software  after 
rock  stars  isn't 
enough  anymore. 
Free  beer 


in  the  kitchenette  doesn't  sustain  the  troops.  , 
Try  to  quit  for  a  little  "quality  time"  and  the 
company  just  offers  more  money.  This  raise 
becomes  an  annual  rite,  but  after  a  few  times 
it's  not  enough  either,  so  the  company  throws 
in  a  three-month  sabbatical  and  a  Caribbean 
cruise. 

"Someday  I  want  to  do  my  own  thing,"  they  all  say. 
"Sooner  or  later."  When  you  ask  what  that  might  be,  things 
get  vague.  You  realize  they've  never  thought  it  through. 

People  here  insist  that  entrepreneurial  desire  is  unique 
to  the  Valley.  Every  generation  wants  to  think  it's  special. 
People  don't  recall  that  in  1988  every  name-brand  invest- 
ment banker  was  setting  up  his  own  boutique  firm.  At  First 
Boston,  that  top  institutional  bond  salesman  I  worked  for 
always  muttered  that  he  wanted  to  get  out  of  sales  and  man- 
age a  mutual  fund.  So  Fd  ask  him:  If  he  had  a  billion  dol- 
lars, where  would  he  invest  it? 

"Where  it  will  earn  the  highest  return,"  he  answered. 
Which  is  salesmanspeak  for  "I've  never  thought  it 
through." 

The  third  sign:  short  memories.  Nine  years  ago 
we  had  Wang  computers  on  our  trading  desks. 
Wang  Industries  was  a  blue-chip  stock  that  we 
told  customers  they  could  carry  to  the  grave. 
Wang  had  a  proprietary  "closed"  system,  meaning 
the  company  sold  you  both  the  hardware  and  the 
software,  and  that  was  the  death  of  Wang.  Today  peo- 
ple worry  about  an  operating  systems  monopoly — or 
thrill  to  the  prospect — even  though  the  Windows 
95/Pentium  combination  seems  like  a  "closed"  propri- 
etary system  compared  to  the  World  Wide  Web. 

Don't  get  me  wrong;  high 
tech  will  thrive  ad  infinitum, 
but  conditions  are  already 
changing  dramatically.  As 
the  industry  decentralizes, 
more  and  more  people  will 
B    be     exposed     to  market 
forces — like  those  175,000 
workers  who've  been  laid  off 
from  IBM  since  1985,  or  the  sud- 
denly  ex-Apple   workers  who 
thought  they  were  safely  embed- 
ded 'in  the  leading  edge.  There  are 
a  lot  of  others  still  basking  in  the 
high  noon  sun  of  Silicon  Valley  today  who — like 
the  bright-suspendered  happy  campers  of  Wall  Street 
a  decade  ago — can't  imagine  the  carousel  won't  spin 
forever,  offering  endless  chances  for  the  brass  ring.  I 
just  hope  they  tuck  away  some  of  their  stock  options 
I*     before  the  ride  ends.  ■ 
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UNLOCKING  CORPORATE  CAPABILITIES  T  H  RO  U  G  H   I  N  T  R  AN  ETS 


AN  EXCLUSIVE 
GATHERING 
OF  ClOs 

December  2-4,  1996 
The  Bell  Harbor  International 
Conference  Center  and 
The  Four  Seasons 
Olympic  Hotel 
Seattle,  Washington 


THE  FORBES  TECHNOLOGY 
SYMPOSIUM  IS  PRESENTED 
IN  ASSOCIATION  WITH: 


Cap  Gemini 


STERLINE 
SOFTWARE 

SmeriSnI 

IfSTsTSRTTTl 


Official  Payment  System  Provider 


Cards 


ISSUES  COVERED  INCLUDE: 

•  How  intranets  can  revolutionize  strategy 

•  Do  intranet  technologies  make  groupware  applications  obsolete? 

•  Compatibility:  Integrating  new  systems  into  the  installed 
base 

•  Electronic  commerce  for  the  masses:  hope  or  hype? 

•  Remote  Access:  Information  on  Demand 

•  Strategies  for  circumventing  the  bandwidth  problem 

•  Securing  the  server  and  safeguarding  end-to-end  communication 

•  Is  your  outsourcing  strategy  out  of  date?  What  the  smart 
companies  are  doing 

•  The  Coming  Web  Shakeout  — placing  the  right  bet  for  your 
company 

PLUS... 

•  Lost  in  cyberspace— the  government's  role  in  the  develop- 
ment of  an  on-line  economy 

•  The  consequences  of  a  global  society  split  between  the 
information  haves  and  have-nots 

•  The  year  2000  problem  — pay  now,  or  pay  later 
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ATTENDANCE  IS  BY  INVITATION  ONLY. 

FOR  REGISTRATION  INFORMATION: 
CALL:  212-206-5521 
e-mail:  techsymp@forbes.com 
FAX:  212-206-5158 


Limited  sponsorship  opportunities  are  available.  For 
Sponsorship  information  call  William  H.  DeGraff, 
Director  of  Partnership  Development  at  212-206-5151. 


Track  every  shipnu  just  o        S!  to  our  Customer  Service  Center,  24  hours  a  day,  7  days  a  week.  1-800  NFLK-SOU  (635-5768). 

Visit  our  web  site  at  www  <om 


These  days,  it's  not  uncommon  for  trucking 


uncommon  for  Norfolk  Southern  to  help 


■icompanies  to  run  short  of  long- 
HP 

distance  drivers.  And  it's  not 


them  out.  Even  with  149  fewer  drivers,  we  can  easily 
move  150  trucks  500  miles.  Or  2,000  miles.  Or  anywhere 
in  between.  Plus,  we've  built  a  network  of  modern 
intermodal  facilities.  Paved,  separate  loading  areas  and 
new  equipment  help  assure  that  shipments  arrive  quickly, 
safely,  and  with  minimal  chance  of  damage.  So  contents 
stay  intact,  as  do  reputations.  And  our  customers  are  not 
the  only  ones  who  benefit:  it's  an  efficient  rail  system, 
moving  freight  more  than  twice  as  far  as  trucks  for  the  same 
amount  of  fuel.  Just  ask  Anne  Doyle,  Manager,  Intermodal 
Market  Development,  at  (804)  533-4952. 


NORFOLK 
SOUTHERN 


The  Thoroughbred  of  Transportation. 
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THE  SHAPE  OF  THINGS  TO  COME? 


Napoleon's  army  may  have  traveled  on  its  stomach,  but  U.S.  troops 
in  Bosnia  use  the  eyes,  ears,  and  brains  of  Star  Trek  tech  to 
enforce  the  peace.  By  Richard  Rapaport.  Photography  by  Ed  Kashi. 


A  McDonnell  Douglas  AH-64A  Apache  attack  helicopter, 
back  from  a  reconnaissance  mission  over  central  Bosnia, 
hovers  menacingly  50  feet  above  the  landing  field  at  Eagle 
Base,  Tuzla.  The  brutal  visage  of  the  $14 
million  Apache  is  intensified  by  the  sight  of 
its  gunner  squinting  through  his  video  tar- 
get-acquisition monocle.  Connected  by  mi- 
croprocessors to  an  arsenal  that  includes  an 
M230  automatic  cannon,  the  monocle  allows 
him  to  "acquire"  a  target  by  head  move- 
ments alone.  It's  not  comforting  to  see  that 
monocle  glint  in  your  direction. 

"A  lot  of  people  look  at  the  Apache  as  a 
helicopter  with  weapons.  To  me,  it's  a 
weapon  with  rotor  blades."  Chief  Warrant 
Officer  Sean  Hoban  makes  his  point  over 
the  noise  from  the  hovering  chopper. 
Whichever  definition  you  choose,  the 
Apache  looks  like  the  closest  thing  to  a  cyberweapon  this 
side  of  The  Terminator. 

In  Bosnia,  Hoban  and  his  unit  of  24  Apaches  are  among 
the  most  potent  deterrents  of  the  NATO  peacekeeping  mission 
Operation  Joint  Endeavor.  They  are  also  a  key  part  of  an  in- 
telligence-gathering mission  that  makes  Bosnia  a  model 


for  the  doctrine  known  as  Information  Dominance.  So  far, 
the  U.S.  military's  phenomenal  array  of  technology  has 
helped  keep  a  risky  operation  relatively  casualty-free.  It  has 
also  made  Joint  Endeavor  a  critical  beta  test 
for  the  future  of  American  arms,  whether 
the  next  mission  is  to  keep  the  peace  or  to 
wage  war. 

Apache  helicopters  scour  the  Bosnian 
countryside  constantly.  They  bring  back 
gun-camera  videos  that  verify  compliance 
with  the  Dayton  truce  accord.  Six  of  the 
Apaches  also  are  fitted  with  Texas  Instru- 
ments' PhotoTelesis  wireless  radio  frequency 
designed  to  send  near  real-time  images  back 
to  ground  commanders.  Three  of  the  six  are 
even  equipped  with  transmitters  capable  of 
uplinking  images  directly  to  orbiting  satel- 
lites and  on  to  higher  echelons.  The  images 
are  used  to  great  effect  at  potentially  contentious  truce  con- 
ferences. Says  Maj.  Gen.  William  Nash,  Joint  Endeavor's 
commander  of  the  multinational  division  in  the  north,  "We 
don't  have  arguments.  We  hand  them  pictures,  and  they 
move  their  tanks." 

PhotoTelesis  is  just  one  of  a  matrix  of  information 


Doom  at  the  Top  One  of  many  high  tech  weapons  and  surveillance  syste?ns  U.S.  peacekeeping  forces  have  brought  to  Bosnia,  the  $14 
million  McDonnell  Douglas  Apache  helicopter  lets  gunners  "acquire"  targets  by  looking  at  them  through  an  electronic  monocle. 
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ins  that  Nash's  team  relics  on  to  police  the  fragile 
i  .  Mian  truce.  With  these  systems,  troops  electronical- 
ly reconnoiter  a  landscape  with  a  thoroughness  un- 
precedented in  the  history  of  war  or  peacekeeping.  If  a 
phone  call  is  made,  a  radio  message  sent,  or  something 
larger  than  a  Yugo  moves  on  a  Bosnian  highway  within 
an  "area  of  interest,"  the  odds  are  it  will  be  tracked.  The 
surveillance  "deck"  in  Bosnia  ranges  from  satellites  in  or- 
bit to  remote  sensing  devices  buried  in  the  ground,  with 
an  array  of  air  and  ground  systems  in  between.  • 

As  former  vice  chairman  of 
the  Joint  Chiefs  of  Staff,  Adm. 
Bill  Owens  is  one  of  the  ar- 
chitects of  Information  Dom- 
inance. He  defines  it  as  "the 
ability  to  see  the  whole  bat- 
tlefield at  day  [or  night],  in  all 
weather,  in  real  time."  Owens, 
now  vice  chairman  of  the 
board  of  directors  for  the  San 
Diego-based  Science  Applica- 
tions International  Corp. 
(SAIC),  believes  that  Informa- 
tion Dominance  is  having  "a 
revolutionary  impact"  on  op- 
erations like  the  one  in 
Bosnia.  "America's  informa- 
tion umbrella  is  a  critical  adjunct  to  [our]  nuclear  umbrel- 
la as  we  look  at  the  future,"  he  says,  giving  the  United  States 


Killer  Apps  Apache  pilot  Chief  Warrant  Officer  Sean  Hoban 
shows  off  the  nerve  center  of  his  chopper's  all-seeing  "eyes, "  while 
modern  "Remington  Raiders"  at  HQ  wield  networked  laptops. 


Warrant  Officer  I  loban,  winner  of  an  Air  Medal  for  fly- 
ing attack  missions  during  the  Oulf  War,  talks  about  how 
Information  Dominance  has  changed  the  nature  of  his  job 
in  Bosnia.  "Instead  of  sneaking  up  on  [the  contending  sides], 
we  go  out  of  our  way  to  let  them  know  we're  taking  their 
pictures,"  he  says.  "Seeing  us  prevents  them  from  fighting." 

THE  EYE,  NOT  THE  STORM 

Tin:  substitution  of  masskd  information  for  massive  fire- 
power also  lies  behind  the  development  of  Battlestar,  the 

operation's  command  head- 
quarters at  Eagle  Base. 

It  is  6  p.m.  (1800  hours), 
according  to  a  clock  set  above 
Battlestar's  proscenium.  The 
scene  is  right  out  of  Dr. 
Strangelove:  a  12 -foot-square 
situation  map  flanked  by  mon- 
itors, cameras,  servers,  and  other 
communication  and  computer 
equipment  set  up  inside  a 
blue-and-white  circus  tent. 
The  evening's  teleconference 
has  just  begun.  Maj.  Gen. 
Nash  leans  back  in  a  swivel 
chair  set  front  and  center  in 
the  Battlestar  amphitheater. 
Surrounded  by  dozens  of  staffers,  Nash  is  telelinked  to  the 
command  post  of  his  deputy,  Brig.  Gen.  James  O'Neal,  10 


an  edge  "that  no  other  nation  will  have  in  our  lifetimes."     kilometers  away  in  the  town  of  Lukavac.  O'Neal  and  his 
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staff  are  visible  on  one  monitor  while  PowerPoint  slides  are 
running  on  the  other.  Nash  clicks  through  the  slides  and 
reviews  the  day's  situation  report  in  the  terse  style  that  sets 
the  tone  at  Eagle  Base.  This  is  the  last  of  Nash's  three  dai- 
ly teleconferences.  In  the  first  two,  he  is  linked  by  satellite 
to  his  bosses  in  Hungary,  Germany,  and  Washington. 

The  technology-driven  Battlestar  headquarters  (chris- 
tened during  a  USO  tour  by  Star  Trek  actress 
Gates  McFadden)  is,  according  to  one  of  its 
designers,  "a  cross  between  the  New  York 
Stock  Exchange  and  the  Starship  Enterprise." 

Eschewing  the  sandbagged  bunkers  that 
are  the  traditional  field  command  centers, 
Battlestar  instead  relies  for  protection  on 
the  new  Shortstop  antiartillery  system  de- 
veloped by  Whittaker  Corp.  of  Simi  Valley, 
California.  Shortstop  generates  a  700-me- 
ter horizontal,  500-meter  vertical  electron- 
ic umbrella  that  would  prematurely  deto- 
nate proximity-fused  artillery  shells  should 
hostilities  start  again,  or  if  some  local  Serb, 
Croat,  or  Muslim  militia  commander  liter- 
ally becomes  a  loose  cannon. 

Shortstop  provides  a  certain  sense  of  se- 
curity to  the  headquarters  staff.  But  Nash 
ultimately  puts  his  faith  in  the  deterrent 
power  of  Information  Dominance.  Infor- 
mation pours  in  and  intelligence  pours  out  of  the  Battlestar 
headquarters  over  video  screens,  radios,  cell  phones,  and 
local-  and  wide-area  computer  networks.  The  LANs  and 


Mission  Possible 

Maj.  Gen.  William  Nash  com- 
mands a  NATO  division  from  his 
theater-like,  byperwired  Battlestar 
headquarters  in  Tuzla. 


WANs  are  run  through  three  servers,  a  Hewlett-Packard 
9000/715  and  a  Zenith  "Z"  series  that  connects  the  head- 
quarters' laptop  duty  stations  to  commanders  on  the  ground 
all  over  Bosnia.  Battlestar's  staff  is  hardwired  into  an  array 
of  online  command  and  control  systems.  These  include  the 
Warlord  "big  pipe"  data  network,  which  has  email,  situa- 
tional reports,  and  data-mapping  capabilities.  A  newer 
Phoenix  digital  data  system  is  able  to  process 
the  huge  quantity  of  text  and  graphics  that 
flows  continuously  between  Battlestar  and 
its  29  satellite  bases. 

With  its  mission-control  style,  Battlestar 
enables  the  kind  of  immediate  eyeball-to- 
eyeball  communications  crucial  to  breaking 
the  information  bottlenecks  that  can  cost 
lives.  "We've  been  good  at  collecting  data, 
not  so  good  at  disseminating  it,"  says  retired 
Army  Col.  David  Hackworth,  Newsweek  mil- 
itary critic,  about  information  management 
prior  to  Joint  Endeavor.  Systems  like  Bat- 
tlestar, Hackworth  believes,  "are  a  lot  more 
flexible  than  in  past  wars;  key  information 
can  get  to  every  soldier  in  an  incredibly 
short  period  of  time." 

American  military  reliance  on  technology 
has  deepened  dramatically  in  recent  years, 
at  all  levels  of  operations.  Sitting  at  her 
command  station,  a  PC  off  to  one  side  of  Battlestar's  prosce- 
nium, Maj.  Denise  Williams,  Task  Force  Eagle's  deputy 
communications  officer,  explains  how  computers  have 
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Communications  Major  As  the  deputy  communications  officer  of  Task  Force  Eagle,  Maj.  Denise  Williams  rides  herd  on  an  array  of 
information  technology  that  includes  three  serveis  and  a  total  of 600  computers,  including  486  PCs,  laptops,  and  email  stations. 


worked  their  way  down  into  the  ranks  since  Desert  Storm. 

"For  Joint  Endeavor,  each  company  commander  has  a 
computer  for  maintenance  and  logistics  support,  and  for 
word  processing  and  graphics,"  she  says. 

Williams  leads  a  tour  ot  key  technology  nodes  around 
the  bustling  tent  city  on  this  sprawling  former  Yugoslavian 
air  base.  There  are  600  army  computers  in  use  at  Eagle  Base, 
200  of  them  directly  connected  to  the  base's  three  servers. 
Soldiers  are  working  on  486  PCs  in  offices  and  using  lap- 
tops back  in  their  tents.  They  peer  into  the  video  screens 
of  weapons  systems  like  the  Avenger,  an  antiaircraft  system 
that  has  been  turned  horizontal  and  is  used  for  ground 
perimeter  defense.  In  off  hours,  they  line  up  in  front  of 
email  stations  set  up  around  the  base  to  send  word  home. 
According  to  Williams,  email  now  vies  with  telephones  as 


the  communications  method  of  choice.  "We  only  ask  them 
not  to  send  graphics  because  it  clogs  the  pipes,"  she  says. 

Pervasive  technology  and  the  computer  sophistication 
of  ordinary  troops  have  spawned  a  new  military  axiom:  On 
the  modern,  high  tech  battlefield,  no  one  is  cannon  fodder. 
"It's  not  an  overstatement  to  say  a  company  commander 
might  be  more  expendable  than  the  soldier  working  with 
critical  systems,"  says  Brig.  Gen.  Roy  Beauchamp,  deputy 
chief  of  staff  for  research,  development,  and  engineering  of 
the  Army  Materiel  Command.  He  cochairs  the  army's 
Countermine  Task  Force,  which  oversees  the  army's  Bosnia 
Technology  Integration  Cell.  Beauchamp's  unit  was  set  up 
at  the  beginning  of  Joint  Endeavor  to  act  as  a  clearinghouse 
for  critical  technology.  Beginning  in  1995,  the  group  be- 
gan prospecting  for  systems  that  would  provide  American 


EMAIL  AND  THE  MILITARY 


Specialist  Leah  Cuevas,  an  operations 
clerk  in  Battlestar  headquarters,  is  sitting 
in  front  of  her  Windows-equipped  PC, 
savoring  an  email  from  her  hometown  of 
Florence,  Alabama.  "It's  easier  than  a  let- 
ter and  takes  two  hours  instead  of  two 
months,"  says  Cuevas  about  the  system 
that  lets  her  stay  in  daily  contact  with 
tamily  and  frier,    in  the  States. 


When  she  began  corresponding  by 
email,  Cuevas  recalls  that  friends  at  the 
University  of  South  Alabama  were 
"shocked"  by  the  quick  response.  Since 
then,  during  breaks  from  her  job  rout- 
ing information  traffic  to  Battlestar 
commanders,  Cuevas  is  able  to  keep  up 
with  the  Dixieland  jazz  band  in  which 
she  played  clarinet,  as  well  as  other 


news  from  her  far-off  civilian  life. 

After  her  hitch  is  up  "in  71  days  and 
a  wake-up  call,"  Cuevas  plans  to  attend 
school  in  music  education.  In  the  mean- 
time, she  swears  by  email  as  her  prima- 
ry means  of  staying  in  touch.  "I  don't 
use  the  phone  as  much  as  I  use  email," 
she  says.  "Being  this  far  from  home,  it's 
a  real  bonus."  — R.R. 
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High  and  Mighty  Flying  an  E-8C  converted  Boeing  707  out  of  the  Rhein-Main  Air  Base  in  Germany,  Col.  Scott  Parks  adds  a  formidable 
element  to  the  doctrine  of  Information  Dominance  with  what  he  calls  "the  most  complex  airborne  system  ever  engineered. " 


forces  with  a  technological  advantage  for  operations  such 
as  antimine,  antisniper,  communications,  and  surveillance. 

"Our  number-one  weapon  is  the  soldier  stepping  be- 
tween Bosnian  and  Serb,"  Maj.  Gen.  Nash  says  during  an 
interview  in  his  spartan  office.  "The 
best  way  to  multiply  [the  soldiers'] 
advantage  is  with  intelligence  and 
technology."  Without  high  tech,  Maj. 
Gen.  Nash  believes  he  would  need  a 
force  twice  as  large  as  the  20,000 
Americans  currently  on  the  ground. 

One  of  the  most  potent  of  these 
multipliers  is  PowerScene,  a  3-D  ter- 
rain visualization  simulator  designed  by  Cambridge  Re- 
search Associates  of  McLean,  Virginia.  Used  extensively 
during  the  run-up  to  Joint  Endeavor,  PowerScene's  32- 
gigabyte  database  contains  a  "virtual  Bosnia."  Using  com- 
puter-enhanced composites  of  satellite  imagery,  maps,  and 
photographs,  PowerScene  allows  operators  to  "fly"  over  the 
entire  country  and  see  realistic  details  down  to  one-meter 
resolution. 

Used  for  preflight  rehearsals  during  the  1995  NATO 
bombing  attacks,  PowerScene  was  also  a  critical  component 
of  the  Dayton  peace  talks.  At  one  point  U.S.  diplomats  sent 
an  unmistakable  "you-can-run-but-you-can't-hide"  warn- 
ing when  they  used  PowerScene  to  take  a  resistant  nego- 
tiator on  a  virtual  trip  to  his  grandfather's  home. 

PowerScene,  run  on  a  $300,000  Silicon  Graphics  Onyx 


workstation,  is  the  most  advanced  piece  of  computer  equip- 
ment in  the  First  Armored  Division  Terrain  Team  map- 
ping office  at  Eagle  Base.  Its  use  as  an  infantry  tool  began 
late  last  year,  when  First  Airborne  commanders  in  Germany 
began  to  plan  troop  movements 
through  a  potentially  hostile  Bosnian 
countryside.  Staff  officers  relied  on 
PowerScene  to  map  out  routes,  find 
defensible  terrain,  and  locate  poten- 
tial ambush  sites.  It  was  also  used  by 
communications  specialists  to  locate 
relay  and  radar  stations.  As  plans  for 
the  Bosnian  operation  firmed  up, 
commanders  down  to  the  company  level  were  encouraged 
to  fly  PowerScene  across  Bosnia. 

SKY  SPY 

Not  all  the  high  tech  flying  over  Bosnia  is  simulated,  of 
course.  From  the  pilot's  seat  of  an  E-8C  Night  Stalker,  a 
converted  Boeing  707  parked  on  a  runway  at  the  U.S. 
Rhein-Main  Air  Base  in  Germany,  Col.  Scott  Parks  praises 
the  capabilities  of  the  plane  designed  to  maintain  night- 
time Information  Dominance  over  Bosnia.  "In  terms  of 
computer  and  computational  power,  computer  integration 
and  lines  of  code,  this  is  the  most  complex  airborne  sys- 
tem ever  engineered,"  says  Parks,  director  of  operations  of 
Army/ Air  Force  Joint  Surveillance  Target  Attack  Radar 
System  (Joint  STARS)  Squadron. 
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Toward  the  rear  of  the  plane,  six  technicians  sit  at 
glowing  consoles,  readying  the  radar  and  computer  sys- 
tems that  provide  saturation  coverage  6f  a  moving  box 
roughly  150  kilometers  square.  Working  Digital  Equip- 
ment's Alpha  workstations  with  a  Windows  environment, 
the  Joint  STARS  crew  can  overlay  maps  or  satellite  pho- 
tos on  incoming  radar  data. 


The  707  is  a  veteran  of  the  1960s.  "We  should  put  on 
bell-bottoms  to  fly  it,"  Parks  says  with  a  laugh.  But  saving 
money  by  converting  a  vintage  passenger  jet  means  that 
the  Joint  STARS  $850  million  developmental  budget  has 
largely  been  spent  on  the  two  advanced  radar  systems  con- 
trolled by  five  Raytheon/Digital  VAX  866s  connected  to  18 
Alpha  workstations.  Any  one  of  these,  Parks  says,  "is  more 


MINE  GAMES:  COMBATING  DUMB 
WEAPONS  WITH  SMART  SYSTEMS 


"We  got  the  Panther  this  week  and 
we're  figuring  out  tactics  as  we  go 
along,"  shouts  Capt.  Anthony  Reed, 
commander  of  Bravo  Company,  16th 
Engineering  Battalion,  as  a  clanking, 
turretless  M60  tank  tears  around  a  quar- 
ry along  the  southern  edge  of  the  Amer- 
ican zone,  kicking  up  huge  divots.  The 
Panther,  an  unmanned  ground  vehicle, 
is  designed  to  detonate  mines  with  two 
four-ton  rollers  deployed  in  the  front. 
Like  excited  kids  with  model  dune  bug- 
gies, Capt.  Reed's  men  are  getting  a 
chance  to  run  the  tank  by  remote  con- 
trol, steering  the  40-ton  vehicle  with  a 
tiny  joystick. 

Panther's  remote-control  develop- 
er, a  technician  from  Kaman  Corp., 


oversees  the  driving  lesson  as  soldiers 
take  turns  running  the  tank  forward  and 
backward,  and  spinning  it  in  circles.  Sev- 
eral puzzled  Bosnian  civilians  gather  to 
gawk  at  what  to  them  must  be  an  in- 
comprehensible display. 

"Mines  are  the  ultimate  dumb 
weapon,"  Capt.  Reed  says,  as  he  de- 
scribes the  Panther  and  other  smart  sys- 
tems designed  to  deal  with  the  esti- 


mated four  million  land  mines  planted 
in  Bosnia.  0oint  Endeavor's  first  Amer- 
ican fatality  was  from  a  mine.)  A  num- 
ber of  solutions  are  being  rushed  to  the 
field,  including  an  airborne  mine- 
detection  system  and  a  handheld, 
downward-looking  radar/infrared 
detector  equipped  with  a  fuzzy-logic 
microprocessor. 

In  the  interim,  plotting  minefields, 
then  neutralizing  them  with  such  sim- 
ple approaches  as  drone  tanks,  is  the 
overriding  concern  of  American  com- 
manders. For  the  Bosnian  operation, 
the  best  fix  may  lie  in  avoiding  mines 
through  the  use  of  the  Pathfinder  map- 
ping/global positioning  satellite  unit 
(known  affectionately  as  a  "Mine  91 1"). 
Pathfinder  will  have  a  direct  wireless 
connection  to  a  comprehensive  central 
mine  database  that  can  broadcast  warn- 
ings through  the  computer  when  a  pa- 
trol enters  coordinates  that  correspond 
to  a  known  minefield. 

Before  Pathfinder  comes  online, 
however,  it  will  be  up  to  Joint  Endeav- 
or's eight  remote-controlled  Panther 
tanks  to  deal  with  mines  the  old-fash- 
ioned way.  Two  days  after  the  first  Pan- 
ther tests,  one  team  is  out  in  the  fields 
south  of  Tuzla,  plowing  the  Bosnian 
spring's  deadliest  crop.  — R.R. 


130     FORBES  ASAP     October  7,1996 


on  bo  FORBES  ASAP  and  watch  bhe  "Digibai  Revoiubion"  unjoid 


Tom  Wolfe,  Bill  Gates,  George  Gilder,  Esther  Dyson, 
Tom  Brokaw,  Mark  Helprin,  Jim  Clark,  Scott 
McNealy,  Camille  Paglia,  Nicholas  Negroponte, 
Michael  Kinsley,  Tom  Peters,  Paul  Romer,  Rosabeth 
Moss  Kanter  and  dozens  of  others  as  they  contemplate 
our  digital  future  in  a  landmark  December  2,  1996  edition 
of  FORBES  ASAP  entitled  "The  Digital  Revolution:  Where 
Do  We  Go  From  Here?" 


FORBES  ASAP 


Visit  the  FORBES  ASAP  website  today  and  interact  with 
our  editors  as  they  develop  this  extraordinary  publishing 
event.  Submit  your  own  essay.  We  promise  to  publish  the 
two  best  essays  in  the  12/2  edition  of  FORBES  ASAP. 


Lords  of  the  Wing  On  night  flights  over  "areas  of  interest, "  crew  members  of  the  Joint  STARS  E-8C  using  Digital  Equipment  Alpha 
workstations  can  pick  out  and  track  anything  larger  than  a  Yugo  traveling  anywhere  in  a  moving  box  1 50  kilometers  square. 


powerful  than  an  entire  AWACs  airplane." 

Though  introduced  in  1988,  Joint  STARS  has  stayed  on 
the  cutting  edge  through  extensive  use  of  off-the-shelf 
equipment.  Utilizing  the  commercial  marketplace  allowed 
Joint  STARS  components  to  be  upgraded  despite  budgetary 
cutbacks  and  to  circumvent  a  military  procurement  process 
often  generations  behind  the  marketplace.  Upgrades  have 
been  crucial,  since  the  mountainous  Balkan  terrain  makes 
the  Joint  STARS  Bosnia  mission  more  complicated  than  its 
role  in  Desert  Storm.  Because  peacekeeping  operations  must 
track  small  troop  and  equipment  movements  over  an  ex- 
tended period  of  time,  the  requirements  for  Bosnia  also  are 
more  exacting  than  they  were  in  the  Iraqi  deserts. 

GROUND  POUNDING 

During  a  quiet  night  in  Tuzla,  a  thick  mist  swirls  around 
1 5  camouflaged  troopers  in  a  patrol  moving  toward  Eagle 
Base's  east  gate.  A  squad  from  3-5  Cavalry  is  led  by  com- 
pany commander  Capt.  Tom  Boccardi.  Aside  from  the  rus- 
tle of  battle  gear,  the  only  sound  is  the  reassuring  whine  of 
the  Joint  STARS  jet,  on  station  four  miles  above. 

Guarding  a  camp's  perimeter  is  one  of  the  oldest  tasks 
of  soldiering.  But  Capt.  Boccardi's  squad,  equipped  with 
night-vision  goggles,  infrared  sniper  sights,  global  posi- 
tioning satellite  (GPS)  range  finders,  and  compact  radios, 
brings  a  decidedly  futuristic  twist  to  the  job. 

As  we  exit  the  barbed-wire  gate,  Boccardi  orders  his  men 
to  load  their  weapons  and  pull  down  their  cycloptic  night- 
vision  goggles.  A  stream  of  radio  chatter  begins  as  we  move 
through  the  darkness.  Every  few  minutes,  Boccardi  halts 
the  team  and  pulls  out  his  GPS  reader.  "With  this  system, 
you'll  nev«  r  get  lost,"  he  says.  He  reads  out  a  10-digit  GPS 
number  thai  gives  our  position  to  within  one  meter. 

For  now  ,  Boccardi  must  check  the  coordinates  by  flash- 
light on  a  map.  On  future  patrols,  he  will  use  Pathfinder,  a 


75-megahertz,  486DX4  map-based,  pen-input  computer  that 
integrates  both  a  GPS  unit  and  a  wireless  transmitter  that 
lets  monitors  at  the  base  plot  patrol  positions.  "If  they'd 
had  this  technology  in  Vietnam,  no  one  would  have  ever 
brought  down  fire  on  their  own  troops,"  Boccardi  says. 

With  Desert  Storm's  battlefield  successes  and  the  Bos- 
nian mission  going  according  to  plan,  the  hard  lessons  of 
Vietnam  seem  less  daunting  to  a  new,  tech-imbued  gener- 
ation of  American  soldiers.  But  there  are  still  skeptics  about 
the  ultimate  effect  of  so  much  focus  on  technology. 
Newsweek's  David  Hackworth  is  troubled  by  skewed  prior- 
ities, including  the  fact  the  M-16  rifles  and  M-60  machine 
guns  that  are  part  of  3-5  Cav's  tool  kit  "are  the  same 
weapons  these  soldiers'  fathers  packed  in  Vietnam."  To 
Hackworth,  reliance  on  decades-old  basic  weaponry  sug- 
gests the  army  is  "spending  too  much  on  high  tech  good- 
ies and  not  enough  on  its  low  tech  fist." 

It  is  reassuring  on  patrol  around  Eagle  Base,  however, 
to  slip  on  night-vision  goggles  and  see  the  darkness  trans- 
formed into  an  eerily  glowing  green  daylight.  Houses, 
parked  cars,  and  trees  become  visible,  cutting  down  the  pos- 
sibility of  an  ambush.  "With  these  we  own  the  night,"  Boc- 
cardi says,  echoing  a  maxim  frequently  heard  in  Bosnia. 

On  this  particular  night,  an  ambush  isn't  what  the  pa- 
trol encounters.  Instead,  we  come  upon  a  group  of  teenage 
girls  huddled  over  a  friend  who  is  sick  on  the  ground.  The 
reason  for  the  girl's  distress  becomes  apparent  a  second  later. 
Around  another  turn,  in  the  nightscope's  green  glow,  dozens 
of  kids  are  visible  on  the  porch  of  a  small  house,  drinking, 
dancing,  and  blissfully  unaware  that  15  heavily  armed  Amer- 
ican soldiers  are  quietly  moving  past. 

"A  definite  party  going  on,"  Capt.  Boccardi  reports  to 
headquarters.  Some  of  his  soldiers  are  smiling.  Though  the 
party  is  off-limits  to  them,  their  presence  here  in  Bosnia  is 
what  has  made  parties  possible  again.  ■ 
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D  on't  Just  Think  About 


Protecti 


kg  Power 


Think  About 


Knowing  What  To  Do  With  It. 


•^oday,  people  and  companies 

the  world  over  rely  on  electronic 

systems.  And  it's  more  important 

than  ever  to  protect  data  that's  critical 

for  business.  Keeping  those  systems  up 

and  running  100%  of  the  time  requires  having  two 

kinds  of  power  within  easy  reach.  Electrical  and  personal. 

Electrical,  to  protect  against  power  fluctuations  ranging  from 

spikes  and  surges  to  total  outages.  And 

personal,  to  control  not  just  the  availability 

of  power,  but  also  the  consistent  quality 

and  knowledgeable  management  of  power. 
•  •  •  ►  For  that,  you  need  more  than  merely 

UPS  (Uninterruptible  Power  Systems) 

hardware.  You  need  Strategic  Power 

Management;'''  A  systematic  approach  that  mobilizes 

technology,  service,  and  software,  as  well  as  hardware, 

to  ensure  critical-system  uptime. 

Superior  technology.  You  can  take  comfort  in  the  fact 


that  nearly  every  major  "first"  in 
lower  management  has  our  name 
on  it.  Including  the  first  power 
conditioner  that  uses  a  "virtual" 
battery  to  simulate  a  battery  instead  of 
the  stark  realities  of  draining  a  real  one. 
Worldwide  service.  Help  and 
consultation  are  always  near  from 
our  more  than  1,000 
factory-trained  techni- 


USA 

Official  Licensed 
Product  of  the  1996  U.S. 

Olympic  Team. 
(Only  available  for  sale 
in  the  United  States.) 


1 

OataFrame-  computer  room 
monitoring  lets  you  manage 
geographically  remote  enterprises 
CianS.  (The  WOrld'S  from  a  single  desktop. 


largest  dedicated  UPS  service  force,  available 
24  hours  a  day,  worldwide.) 

Comprehensive  products.  To  satisfy  any 


We  are  proud  to  support  the  1996  US  Olympic  Team  with 
our  Powerware'  Prestige  1500  US  Olympic  Edition.  Ypur 

purchase  helps  support  America's  Olympic  athletes,    need  you  might  have,  we  offer  the  industry's 
widest  range  of  off-the-shelf  and  customized  solutions  for 
everything  from  a  worldwide  network  to  a  desktop  PC. 
So,  what  can  you  do  with  power? 
Contact  us,  and  you  can  do  just  about  anything  you  want. 
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environment. 

ll'lllphli, 


On  July  15th  the  European  Union  and  United  Nations  % 
judged  the  1996  entries  for  the  European  Better 
Environment  Awards  for  Industry  (EBEAFI),  the  most 
prestigious  environmental  honors  for  European  business. 
Bavarian  companies  won  two  out  of  the  top  five  awards. 


■w.,''  Bavaria's 
prize-winning 
products: 
Osram 's  lights  and 
Hofpfisterei's  bread. 


The  first  winner  was  Munich's  Osram, 
one  of  the  world's  three  largest  manu- 
facturers of  lights.  Its  Colorstar  DSX2 
street  light  earned  first  place  in  the 
"Eco-design"  category.  The  light  is  five 
times  more  energy-efficient  than 
conventional  models,  contains  no 
mercury  or  other  contaminants  and 
can  be  completely  recycled. 

Bread  that's  better  for  all 

The  second  winner  is  also  based  in 
Munich.  L.  Stocker  Hofpfisterei  GmbH 
was  ranked  best  in  Europe 
for  "Sustainable  Management."  The 
company  is  famous  for  its  whole-wheat 
bread  which  has  been  a  staple  of 
Bavarian  life  for  six  and  a  half  centuries. 

The  judges  were  impressed  by  the 
Hofpfisterei's  production  methods 
which  use  very  little  energy  or  water, 
produce  minimal  amounts  of  solid  and 
liquid  waste  and  use  no  additives  of 
any  kind.  The  company's  success  is 
based  on  a  rigorous  system 
of  "environmental  accounting"  and 


strict  insistence  on  using  natural 
products  grown  in  plots  certified  free 
of  pesticides  and  other  pollutants. 

Friendly  cities, 
famous  countryside 

The  Hofpfisterei's  plots  are  scattered 
throughout  Bavaria,  forming  part  of  one 
of  the  world's  best-loved  landscapes. 
The  attractions  of  its  countryside  have 
helped  Bavaria  retain  its  position 
as  Germany's  foremost  vacation 
destination.  In  1995,  19  million  people 
visited  the  region  -  a  quarter  of 
Germany's  tourist  total. 

The  State's  cities  are  equally  popular, 
and  have  won  many  awards.  In  1995, 
for  instance.  Munich  retained  its 
position  as  Germany's  favorite  city  by 


attracting  more  non-German  tourists 
than  any  other  city  in  the  country. 
People  clearly  enjoy  Munich's  low-key, 
outdoor  lifestyle. 

Germans  also  regard  Munich  with 
great  affection.  In  1996,  the  country's 
association  of  cyclists  named  it 
"Germany's  most  environmentally 
friendly  metropolis."  Some  14%  of  all 
residents  use  their  bikes  to  get  around 
the  city.  This  is  by  far  the  highest  total 
among  Germany's  major  cities  and 
133%  more  than  a  decade  ago. 

In  the  university  city  of  Erlang, 
however,  the  figures  are  even  more 
impressive.  The  bicycle  is  the  preferred 
means  of  transport  for  more  than  40% 
of  the  city's  residents,  the  highest  total 
in  Germany. 


Your  first  contact  for  Bavarian  investment 

Dagmar  A.  Cassan  is  the  new  USA  and  Canada  representative  for  Bavaria's 
Ministry  for  Economic  Affairs,  Transport  and  Technology.  Please  contact  her 
at  Baterische  Landesbank,  560  Lexington  Avenue,  New  York,  NY  10022. 
Tel:  1  (212)  310  9929  Fax:  1  (212)  310  9841 


Bayern. 

At  the  peak,  research 
at  its  peak. 


In  Bayern,  research  is  paramount. 
At  the  very  peak  of  the  Zugspitze, 
Germany's  highest  mountain, 
there's  an  atmospheric  research 
station.  Though  a  bit  lower  in 
altitude,  the  state's  other  scientific 
institutes  (the  headquarters  of  the 
world-renowned  Max-Planck  and 
Fraunhofer  institutes  are  in  Bayern), 
universities,  polytechnics  and 
technology  transfer  agencies  all 
conduct  research  at  the  same  high 
level. 

They  also  produce  the  high-quality 
personnel  staffing  the  state's  high- 
powered  companies. These  compa- 
nies and  their  high-performance 
products  have  scaled  the  heights  of 
the  world  market. 


Should  we  have  heightened  your 
interest  in  doing  business  in 
Bayern,  please  contact  the 
Bavarian  Ministry  for 
Economic  Affairs, 
Transport  and  Technology 
Dr.  Manfred  Pfeifer 
Prinzregentenstr.  28 
8538  Munchen  /  Germany 
Tel.:  (89)  2162  -  2642 
Fax:  (89)  2162  -  2760 
WWW:http://www.bayern.de 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 


LEGENDS 


By  now,  half  a  century  along  in  the  cyberage,  most  of 
us  take  for  granted  that  when  we  point  at  an  icon  on  our 
computer  screen  and  click  the  mouse,  what  we  expect  to 
happen  happens,  flawlessly  and  almost  instantaneously. 
That's  the  way  of  technology:  Yesterday's  astonishment  is 
today's  "of  course."  But  once  in  a  while  in  this  everyday 
process,  we  should  stop  to  thank  Adele  Goldberg. 

Goldberg,  51,  is  one  of  the  lesser-known  but  most  in- 
fluential members  of  the  miracle  workers  at  what  might  be 
called  information  technology's  Manhattan  Project,  other- 
wise known  as  the  Xerox  Palo  Alto  Research  Center  (PARC). 
Back  in  the  1970s,  those  far-off  days  of  lumbering  main- 
frames, with  Bob  Taylor  in  the  Robert  Oppenheimer  role, 
this  band  of  revolutionaries  developed  much  of  the  tech- 
nology that  has  produced  the  wired  world  as  we  know  it 
today,  including  the  Dynabook  (known  in  the 
early  '70s  as  "the  Alto"),  a  powerful  prototype 
of  the  personal  workstation,  with  overlapping 
windows  in  the  user  interfaces  that  ultimately 
led  to  Apple's  Macintosh.  While  they  were  at 
it,  they  also  developed  Ethernet,  laser  printers, 
and  network  client  servers. 

Goldberg,  one  of  the  few  women  in  the  field 
at  that  time,  was  at  PARC  from  1973  to  1988  as 
a  laboratory  and  research  scientist.  Though  her  name  is  not 
connected  to  a  particular  invention,  such  as  the  mouse, 
Goldberg's  understanding  of  systems  and  the  way  people 
work  with  them  was  a  key  element  in  PARC's  amazing 
record.  PARC  mentor  Alan  Kay  describes  her  work  at  the 
lab  as  "nothing  short  of  brilliant."  During  a  remarkably 
productive  15-year  period,  Kay  says,  Goldberg  designed 
"many  of  our  user  experiments  and  was  central  to  some  of 
the  user  interface  development.  She  also  took  it  upon  her- 
self to  get  Smalltalk  [the  breakthrough  object-oriented  pro- 
gramming language  originated  by  Kay]  out  the  door." 

The  vivacious  Goldberg  shrugs  when  asked  about  her 
place  in  history  as  one  of  computing's  handful  of  women 
visionaries.  "I'm  the  wrong  person  to  ask  about  that,"  she 
says.  "At  the  time,  I  was  so  involved  with  the  work  I  was 
doing,  trying  to  make  it  the  best." 

In  1988,  spinning  off  her  research  at  Xerox,  Goldberg 
founded  ParcPlace  (now  ParcPlace-Digitalk),  currently  a 
$50  million  company  that  creates  and  sells  tools  for  cor- 
porate application  developers.  She  served  as  the  company's 
chairman  until  April  of  this  year  and  still  holds  about  2% 
of  the  company. 


The  air  at  Xerox  PARC  was  charged 
with  the  potential  sociological  and  philo- 
sophical effects  of  easier  computing — the 
feeling  that  given  enough  power,  a  mouse 
could  roar.  Goldberg,  coauthor  of  a  book  called  Succeeding 
with  Objects:  Decision  Frameworks  for  Project  Management, 
clearly  hasn't  relinquished  her  desire  to  change  things.  Since 
leaving  her  company,  she  has  devoted  more  time  to  pro- 
jects aimed  at  the  evolution  of  computer  education  in  col- 
leges. Computer  science  graduates  today  lack  two  things, 
says  Goldberg.  "One,  they  know  programming  languages 
but  don't  understand  systems.  Two,  with  some  exceptions, 
they  are  used  to  working  alone.  They  don't  know  how  to 
work  in  teams."  Currently,  she  is  helping  create  new  com- 
puting science  courses  at  community  colleges  in  the  Unit- 
ed States  and  at  universities  abroad.  She  has  also 
been  involved,  as  a  board  member  and  mentor, 
in  Cogito  Learning  Media,  a  new  company 
formed  to  provide  multimedia  software  for  sci- 
ence education. 

At  ease  in  her  sunny,  commodious  Palo  Alto, 
California,  home,  Goldberg  gestures  excitedly 
when  she  starts  talking  about  education.  This  is 
where  it  all  began  for  her.  With  a  doctorate  in 
information  science  from  the  University  of  Chicago,  Gold- 
berg was  doing  research  in  education  technology  at  Stan- 
ford when  Kay  recruited  her  to  head  the  pedagogic  group 
at  Xerox  PARC.  Initially,  the  Dynabook  efforts  were  applied 
to  educational  uses,  which,  happily  for  post- 1984  comput- 
er tyros,  put  a  premium  on  ease  of  use. 

During  her  years  at  PARC,  Goldberg  worked  in  local  Palo 
Alto  schools,  bringing  students  into  the  lab  to  experiment 
with  the  Alto.  Kay  remembers  once  in  the  mid-1970s  when 
she  wanted  to  take  the  then-revolutionary  hardware  to  a 
nearby  middle  school  for  on-site  learning  experiments.  "Af- 
ter going  through  all  the  work  of  making  the  first  modern 
personal  computer  for  children,"  Kay  says,  "Xerox  balked." 
Finally,  Kay  and  Goldberg  pulled  Goldberg's  station  wag- 
on up  to  the  research  center's  front  door,  loaded  the  ma- 
chines, and  took  them  down  to  the  school.  There  were  no 
repercussions,  except  for  the  enthusiasm  of  the  teachers  and 
kids,  and  the  machines  stayed  in  the  school  for  a  full  year. 

This  was  a  pivotal  moment  in  Goldberg's  education,  too, 
teaching  her  the  valuable  lesson  that  it's  better  to  say  you're 
sorry  than  to  ask  permission.  The  incident,  says  Goldberg, 
"helped  start  my  career  as  a  troublemaker."  — Umberto  Tosi 
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El 

INFORMATION  SAGE 

Those  who  understand  what  information  replaces  will  not 
only  live  well  but  prosper.  By  William  Davidow 


mm  nformation  technology  will  replace  many  of  the  in- 
I  stitutions  and  much  of  the  physical  infrastructure  that 
I  are  familiar  to  us  today.  From  an  economist's  point  of 
I  view,  information  is  equal  to  those  things  it  replaces. 
Therefore,  it  is  extremely  important  to  understand  what 
sorts  of  physical  objects  information  can  replace  before  we 
can  fully  assess  the  impact  the  information  revolution  will 
have.  Otherwise,  we  will  continue  to  invest  in  industries, 
jobs,  and  infrastructure  that  are  becoming  obsolete. 

The  impending  changes  in  the  retail  environment  pro- 
vide an  excellent  way  to  understand  how  this  substitution 
works  and  what  the  implications  are.  Consider  how  ready- 
made  clothing  reaches  the  market  today.  Retailers  must  de- 
cide what  they  want  to  order  months  in  advance.  Garment 
manufacturers  produce  the  clothing  and  put  it  in  invento- 
ry until  it  is  shipped  to  the  retailer.  The  retailer,  in  turn, 
keeps  an  inventory  of  different  colors  and  sizes  to  keep  his 
customers  happy.  Handling,  marking,  and  keeping  track  of 
the  inventory  are  expensive.  Pilferage  by  customers  and  em- 
ployees results  in  significant  losses.  If  a  store's  buyers  have 
guessed  wrong  about  what  is  in  fashion  this  season,  the  re- 
tailer will  have  to  mark  down  a  lot  of  the  inventory,  cutting 
into  profit  margins.  The  actual  cost  of  manufacturing  is  fre- 
quently less  than  one-third  the  price  the  consumer  pays,  but 
the  costs  of  distributing  the  product  are  huge. 

Modern  information  technology  makes  it  possible  to  pro- 
duce made-to-order  clothes  for  a  bit  more  money  than  mass- 
produced  apparel.  But  customized  clothing  could  be  cheap- 
er for  the  consumer  if  the  industry  could  eliminate  a  lot  of 
the  cost  of  distribution.  Suppose  a  retailer  could  capture  a 
customer's  measurements  in  a  database,  make  the  desired 
garments  to  order,  and  then  sell  those  clothes  over  an  in- 
formation network,  using  either  computers  or  interactive 
television.  Once  an  order  had  been  placed,  die  pair  of  jeans 
or  the  shirt  could  be  produced  and  shipped  direcdy  to  the  con- 
sumer. No  months-long  wait  in  inventory,  no  warehouses,  no 
retail  space,  no  energy-consuming  trips  to  the  store,  no  theft. 

This  scenario  is  possible  because  many  of  the  physical 
processes  in  the  retail  environment  are  in  place  to  provide 
the  customer  with  information  or  because  the  retailer  lacks 
information  about  customers'  needs.  Inventories  exist  be- 
cause the  retailer  doesn't  know  what  the  customer  will  buy. 


Consider  the  number  of  variables  involved  in  selling 
something  as  simple  as  a  pair  of  jeans.  A  buyer  walking  into 
the  Gap  may  want  jeans  with  a  narrow  leg,  a  button  fly,  and 
a  3  3 -inch  waist.  Another  customer  may  be  looking  for  flared 
legs,  a  zipper  fly,  and  a  34-inch  waist.  The  Gap  must  keep 
as  many  variations  as  possible  on  its  shelves  or  lose  sales. 

To  a  large  degree  the  entire  retail  structure  exists  to  deal 
with  information.  Warehouses  exist  to  store  inventory. 
Stores  exist,  in  part,  to  provide  customers  with  information 
about  what  clothing  is  available.  Customers  drive  to  these 
stores,  using  gasoline  and  tires,  to  gather  information.  Cat- 
alogs and  print  advertisements  also  provide  information. 

If  information  equals  what  it  replaces,  then  in  this  case, 
it  replaces  inventory,  warehouses,  retail  stores,  print  media, 
trees  used  to  make  paper,  gasoline,  and  so  on.  It  also  dis- 
places many  jobs.  The  construction  workers  who  build  the 
stores  and  warehouses,  the  clerks  who  staff  the  retail  out- 
lets, the  automotive  workers  who  build  cars,  and  the  me- 
chanics who  maintain  those  cars  all  find  that  their  jobs  are 
no  longer  required  to  the  degree  they  once  were. 

The  retail  industry  is  not  the  only  place  where  informa- 
tion is  replacing  physical  assets.  When  videoconferencing 
eliminates  the  need  for  employees  to  travel  to  meetings,  it 
replaces  airports,  airplanes,  rental  cars,  hotels,  and  the  em- 
ployees who  work  to  provide  these  things.  The  current  trend 
toward  the  virtual  office  replaces  a  physical  office  with  a 
portable  computer  and  the  infrastructure  to  support  work- 
ers wherever  they  are.  Information  in  this  example  replaces 
office  space,  desks,  filing  cabinets,  even  buildings  themselves. 

By  understanding  what  information  equals,  all  of  us  can 
learn  to  identify  the  types  of  infrastructure  needed  in  the 
future  (such  as  the  information  highway)  and  the  types  of 
skills  tomorrow's  workers  will  require  (for  example,  com- 
puter literacy).  We  can  focus  investment  on  building  the 
kinds  of  industries  that  will  prosper  in  this  future  environ- 
ment. Investors  need  to  look  for  companies  that  are  replacing 
physical  assets  with  information  assets  and  making  an  in- 
vestment in  an  information  infrastructure. 

The  information  highway  will  transport  many  to  pros- 
perity and  many  others  to  a  life  of  desperation.  Individuals 
must  understand  the  implications  of  the  change  if  they  are 
to  succeed  in  the  coming  decades.  ■ 
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WHAT 


TOTAL  ERP  SOLUTION 
WORLD-CLASS  FUNCTIONALITY 
FLEXIBILITY 

RAPID  TIME-TO-BENEFIT 
MULTI  OR  SINGLE  SITE 
MULTI  OR  SINGLE  CURRENCY 
MULTI  OR  SINGLE  LANGUAGE 
EASY  TO  IMPLEMENT 
EASY  TO  USE  AND  MAINTAIN 
EASY  TO  INTEGRATE 
WORLD-CLASS  PLATFORM 
HIGH  PERFORMANCE 
SCALABILITY 

SIMPLE  MIGRATION  PATH 
COST-EFFECTIVE  TECHNOLOGY 
24-HOUR  GLOBAL  SUPPORT 
OUTSTANDING  ROI 


QADs  MFG/NT  software  on  the  Microsoft  Windows  NT  server  platform 
provides  an  integrated  global  supply  chain  management  solution  for 
mid-range  manufacturers.  QAD  serves  the  automotive,  consumer 
packaged  goods,  electronics,  food  and  beverage,  industrial  products, 
and  medical  devices  sectors.  Industry-specific  features  address  market 
demands  so  that  manufacturers  today  can  profit  from  this  comprehensive 
enterprise  resources  planning  (ERP)  package. 

And,  QAD's  time-to-benefit  methodology  makes  MFG/NT  software 
fast  to  implement  and  easy  to  use  and  maintam.With  implementations 
in  more  than  70  countries,  and  software  available  in  24  languages 
concurrently,  QAD  gives  you  the  tools  you  need  to  gain  a  distinct 
competitive  advantage. 

MFG/NT  software.  You  want  it...  you  got  it. 


n 

QAD 


QAD  and  MFC/NT  .ire  trjdeinjr ks  of  QAD  In. 
.ire  registered  trademarks  of  the  Microsoft  Corpo 


Microsoft 


SOLUTION  PROVIDER 


oft  and  Windows  NT 


QAD  Global  Marketing,  6450  Via  Real,  Carpinteria,  California  93013  USA    Tel:  +1  805  565  9404  http://www.qad.coni 


THE  BASILICA  CHIP 

Gilder  likens  the  microchip  to  a  medieval  cathedral.  His  hunch  of 
Notre  Dame  seems  a  bit  quasi-modish.  By  Owen  Edwards 


Speaking  at  the  annual  meeting  of  the  American 
Association  of  Advertising  Agencies  last  spring,  my 
esteemed  Forbes  ASAP  colleague  George  Gilder  com- 
pared microchips  to  the  cathedrals  of  the  Middle 
Ages.  Both,  he  said,  achieve  "greatness  through  sand  and 
glass  and  air."  This  time  the  maestro  has  gone  too  far. 

I'll  admit  that  microchips  have  made  my  life  better.  The 
little  marvels  let  me  withdraw  cash  from  my  bank  account 
anytime,  without  making  small  talk  (very  small  talk)  with  a 
teller.  And  use  a  credit  card  for  a  meal  I  can't  afford  in  Paris. 
And  drive  a  car  that's  constandy  analyzing  itself.  Small  ameni- 
ties, but  by  now  essential. 

Most  important  to  me  (and  millions  of  others),  the  mi- 
crochip has  helped  me  make  more  money  in  less  time,  with 
far  less  drudgery.  With  a  computer,  I  can  turn  out  more 
words  on  any  given  day.  Every  time  I  print  out  (or  fax  by 
modem)  an  article,  I  remember  pre-chip  times  when  I'd  be 
up  in  the  wee  hours  typing  a  final  copy  that  made  sense  of 
my  scribbled  editing.  When  I  think  of  those  days  of  whine 
and  Wite-Out,  the  microchip  seems  worthy  of  the  most  ad- 
miring comparisons. 

But  the  cathedrals  of  the  Middle  Ages?  Chartres,  St.  Pe- 
ter's, Ghent,  Troyes,  Florence,  Cologne?  No  matter  how 
the  good  Gilder  may  wish  to  impress  us,  to  compare  a  tiny 
silicon  wafer  to  the  crowning  architectural  achievements  of 
more  than  a  thousand  years  is  to  attempt  an  impossible  leap. 
Chips  are  the  new  hot  property,  heaven  knows,  but  George's 
hunch  of  Notre  Dame  just  doesn't  ring  my  bell. 

At  the  time  the  great  cathedrals  were  built,  they  repre- 
sented a  phenomenal  amalgamation  of  earthly  power,  spir- 
itual aspiration,  political  patronage,  and  architectural  inno- 
vation, plus  an  unparalleled  artistic  ferment  in  sculpture, 
painting,  stained  glass,  music,  stonecutting,  and  artisanship 
of  all  sorts.  The  vast,  vaulted  structures  that  arose  all  over 
Europe  proclaimed  the  dominion  of  the  church  on  Earth 
and,  by  extension,  of  God  over  all.  Moreover,  the  power  of 
a  cathedral  to  inspire  awe  provided  an  unforgettable  exam- 
ple of  what  human  effort  could  accomplish. 

The  microchip  is  a  formidable  accomplishment,  too — 
one  that  is  also  a  congeries  of  some  of  the  most  advanced 
technologies  and  talents  of  this  age.  In  only  25  years,  the 
device  has  inc  reased  unimaginably  in  complexity  and  pow- 
er, and,  like  the  medieval  church,  has  insinuated  itself  into 


many  (if  not  most)  aspects  of  life.  Indeed,  there  is  a  highly 
religious  feel  to  the  proclamations  of  the  glorious  present 
and  redemptive  future  of  computers — including  a  distinct 
implication  that  those  who  don't  believe  will  be  damned. 

But  the  microchip,  for  all  its  ingenuity,  isn't  something 
that  by  itself  can  lift  the  heart.  To  some  extent,  this  is  a 
question  of  scale.  The  chip  is  tiny,  and  its  work  takes  place 
at  the  level  of  electrons — in  other  words,  invisibly.  And,  too, 
a  lot  of  its  tasks  are  quite  mundane,  with  the  result  that  we 
have  long  since  begun  to  take  the  chip  for  granted.  Yet  I 
doubt  that  even  the  little  old  lady  in  black  who  has  gone  to 
mass  in  Notre  Dame  every  day  of  her  life  ever  quite  takes 
the  cathedral  for  granted.  In  the  end,  the  microprocessor  is 
a  tool — a  miraculous,  transforming  tool,  but  a  tool  nonethe- 
less. It  is  a  means,  not  an  end  in  itself,  and  certainly  not  a 
towering  symbol  of  great  mysteries. 

Throughout  the  Industrial  Age,  visionary  writers  have 
sought  parallels  to  the  great  cathedrals.  The  railroads,  ocean 
liners,  and  skyscrapers  have  all  had  their  day.  And,  metaphor- 
ically speaking,  all  have  failed.  Gazing  up  at  the  Empire 
State  Building,  a  pedestrian  can't  help  but  feel  the  power  of 
ambition.  But  office  buildings  are  all  about  rent:  getting 
workers  into  elevators,  not  elevating  the  spirit.  The  verti- 
cal thrust  of  the  outer  walls  is  sacrificed  inside  to  the  need 
for  more  floors.  God's  essence  may  be  expressed  by  soar- 
ing interiors,  but  in  the  realm  of  Mammon,  cubic  feet  mean 
cash.  By  now  we  should  know  that  the  "sand  and  glass  and 
air"  of  microchips  are  in  the  service  of  profit,  not  salvation. 

Whenever  I  get  some  spare  time  and  money,  I  try  to 
spend  a  month  or  so  in  Venice.  While  there,  I  go  almost 
daily  to  the  15th-century  Franciscan  Church  of  the  Frari, 
to  bask  in  the  space  and  light,  and  to  gaze  at  works  by  Belli- 
ni, Vivarini,  and  Donatello,  or  the  glorious  Assimtption  by 
Titian  that  stands  behind  the  altar.  Though  I  am  neither 
Catholic  nor  even  religious,  I  never  leave  that  basilica  with- 
out feeling  better  for  the  visit.  Perhaps  there  are  some  for 
whom  an  hour  or  so  on  the  Internet  is  similarly  uplifting. 
Perhaps  they  can  contemplate  the  microscopic  architecture 
of  the  Pentium,  or  peer  through  their  screen  at  some  digi- 
tal duomo  to  which  Microsoft  owns  the  electronic  rights, 
and  agree  that  they've  found  the  new  cathedral.  Maybe 
they're  way  ahead  of  me  in  comprehending  the  grandeur  of 
a  new  age.  Why  is  it,  then,  that  I  feel  so  sorry  for  them?  ■ 
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It's  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  back  in  the  early  1900s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we're  well-balanced  to  meet  the  needs  of 

For  more  information  on  ALLTEL,  call  (501)  661-8909. 


THE    PETERS  PRINCIPLES 


(continued  from  page  144)  days.  And,  indeed,  real  professional  ser- 
vice firms  are  pioneering  here:  Arthur  Andersen,  for  exam- 
ple, parades  its  new  Global  Best  Practices  "tool"  in  its  ad- 
vertising. Though  these  are  new  twists,  the  notion  that 
intellectual  capital  must  be  created/managed/invested 
in/leveraged/etc.  is — and  always  has  been — the  only  theme 
at  the  professional  service  firm  of  2  or  22,000  people. 

Applied  creativity.  It's  obvious  at  ad  agencies  or  industri- 
al design  shops. ..but  it  is  equally  true  in  a  3-  (or  30,000-) 
person  accounting  firm  or  62 -partner/62 2 -associate  law  firm. 
APPLIED  CURIOSITY,  APPLIED  CREATIVITY  IS. ..THE 
BREAD  AND  BUTTER  AND  JAM  OF  THE  PROFESSIONAL 
SERVICE  FIRM. 

A  portfolio  of  projects.  Life  equals  projects  in  professional 
service  firms  in  all  shapes  and 
sizes.  For  me,  a  lifelong  profes- 
sional service  firm  denizen,  proj- 
ects equal  breathing!  "What  else 
is  there,  for  god's  sake?"  a  like- 
minded  friend  asks.  EVERY- 
THING IS  TURNED  INTO 
A. ..VALUE-ADDED  PROJECT 
...FOR  A  CLIENT... WITH  MEA- 
SURABLE RESULTS. ..QUICK- 
LY...OR  ELSE. 

So  what? 

For  six  out  of  seven  middle 
managers  and  staff  profession- 
als of  the  $63,872-a-year  sort 
who  still  ("post"-reengineering) 
labor  at  Human  Resources/Fi- 
nance/Purchasing... I  find  that  the  above  is  all. ..Greek. 

Change  management  expert  Cynthia  Kellams  of  Kel- 
lams/Howard  in  Arlington,  Virginia,  got  it  exactly  (fright- 
eningly)  right:  "If  you  can't  say  why  you  actually  make  your 
company  a  better  place,  you're  out."  Tragically,  the  aver- 
age $63,872-a-year  white-collar  professional  (still!)  cannot 
pass  the  Cynthia  Kellams  Test.  (Or  what  I  more  snidely  call 
the  HPT...Housepainter's  Test:  The  housepainter  who  has 
one  really  crappy  day  is  booted  off  the  job,  and  the  irate 
householder/customer  tells  all  his  neighbors... GOODBYE 
PAINTER!) 

How  to  deal  with  all  this?  Again  my  answer  is  dogmatic 
(thus  arrogant). ..though  I've  now  tested  it  for  almost  a  year 
with  thousands  of  staff  professionals  (my  newly  preferred 
seminar  audience).  I  call  it  PSF  Conversion  Kit  1.0.  My  ad- 
vice to  the  4-person  purchasing  department  chief  or  the 
head  of  the  77-person  finance  department:  Convert  your 
department... starting  today. ..into  a  bona  fide  professional 
service  "firm."  My  "tool"  of  choice  is  PSF  (Professional  Ser- 
vice Firm)  Conversion  Kit,  Release  1.0. 

It  would  take  most  of  this  issue  of  Forbes  ASAP  to  spell 
out  the  concept  in  full  (and  it's  still  a  preliminary  work).  It 
begins  by  having  the  head  of  the  4-  or  77-person  depart- 
ment make  a  Current  Projects  List.  Get  everyone,  that  is, 
focused...  100%  ...on  projects.  THINK  project.  TALK 
project.  Lrv'E/BREATHE  project.  Then  proceed  to  refor- 
mulate each  and  even-  project  (no  matter  how  apparently 


Yesterday's  $63,872- 
a-year  professional 

staffer  was  "an 
indentured  servant" 
beholden  to  the  great 
Generals:  Motors, 
Mills,  Dynamics, 
and  Electric. 


mundane)  to  increase  its  excitement/urgency/transforma- 
tional potential. 

Getting  "client"  members  onto  each  and  every  project 
team. ..so  that  what  you  leave  behind  is  a  legacy,  not  mere- 
ly a  completed  project... is  also  part  of  this  beyond  reengi- 
neering/conversion  act.  Evaluation  processes  are  changed 
to  emphasize  (exclusively!)  project  excellence/client  in- 
volvement/client satisfaction;  staff  managers  (now  de  facto 
"partners"  in  a  professional  service  firm)  are  measured  sole- 
ly on  project  development  and  execution/client-relationship 
management. 

On  the  story  goes,  concluding  with  the  five  p's  of  pro- 
fessional service  excellence:  "projectize"  (transform  every- 
thing into  projects);  "professionalize"  (dot  the  i's,  cross  the 

t's,  get  the  job  done  on  time,  and 
under/on  budget);  "provoke"  (if 
it  doesn't  stimulate  fundamen- 
tal change. ..then  don't  start 
it/do  it);  "partner"  (everything 
done  for/with  the  client);  and 
"perform"  (if  it  can't  be  mea- 
sured...and  doesn't  leave  a 
lasting  impact... nothing  has 
happened). 


The  bottom  line  on  all  of 
the  above: 

•  Acknowledging  that  the 
Age  of  Creation  Intensification, 
as  Murikami  Teruyasu  of  No- 
mura Research  Institute  puts  it, 
is  at  hand. ..for  100%  of  us. ..and  that  it  still  has  not  been 
taken  very  seriously  (beyond  promiscuous  slash-and-burn 
attacks  and  largely  misguided  hardwired  business  process 
reengineering  exercises). 

•  Addressing  the  (still)  totally  neglected  (post-)  reengi- 
neering of  the  (still)  forgotten  90%. 

Succinctly,  I  call  it  creating  the  New  American  Profes- 
sional. Yesterday's  (alas,  today's!)  $63,872-a-year 
professional  staffer  was  "an  indentured  servant,"  one  savvy 
colleague  puts  it,  "beholden  to  the  Generals:  Motors,  Mills, 
Dynamics,  Electric."  It  will  not  do.  ("If  you  can't  say  why 
you  actually  make  your  company  a  better  place,  you're 
out" — he/she  couldn't/can't...in  9  cases  out  of  10.)  The  New 
American  Professional  works. ..day  and  night... at  creating 
a  distinctive  (towering!)  competence,  understands  that  proj- 
ects are  life,  is  client-service  obsessed  (where  client  service 
counts  only  if  it  leaves  measurable/lasting  results),  and  is  a 
networker  extraordinaire. 

Most  important,  Mr./Ms.  "Staffer"  returns. ..finally!  ...to 
the  Emersonian  principles- of  self-reliance  that  marked  this 
country  prior  to  the  rise  of  Big  Bureaucratic  Enterprise. 
"Be  Your  Own  Rock"  runs  the  tag  line  in  Prudential's  new 
advertising  campaign.  I'm  not  touting  Prudential. ..but  I 
love  the  tune.  Forget  those  damned  Generals  (Mills,  Mo- 
tors, Dynamics,  etc.)!  Be  your  own  rock!  Welcome — com- 
fortable or  not — to  the  New  Age  of  the  New  American 
Professional!  ■ 
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THE    PETERS  PRINCIPLES 


KNOW  THY  SERVICE 

The  model  for  tomorrow's  brain-based  organization  is 
today's  premier  professional  service  outfit.  By  Tom  Peters 


Go  to  the  business  shelves  at  the  local  bookstore 
and  you'll  find  dozens  of  books  on  "how  to  create 
the  self-directed  work  team  in  the  auto  factory  or 
pulp  mill."  Look  for  one  book  on  organizing  the 
effective  information  systems,  human  resources,  finance, 
marketing,  or  purchasing  department... and  you'll  likely  look 
in  vain.  Weird. ..since  even  in  the  wake  of  five  years  of  pas- 
sionate "reengineering,"  almost  all  of  us  in  either  the  man- 
ufacturing or  service  sector  still  work  in  such  "staff  de- 
partments. I  call  them/us  "the  forgotten  90%." 

Reengineering  guru  Michael  Hammer  says  process  is 
king.  And  I  say... BUNK. 

Of  course,  I'm  in  favor  of  creating  vital,  swift,  stream- 
lined, adaptable  business  processes  that  (finally)  shatter  tra- 
ditionally impenetrable  functional  walls.  But  that's  the  first — 
and  in  many  ways  the  easiest — step.  The  far  bigger  issue,  as 
I  see  it,  is  injecting  creativity  into  those  "staff  activities. ..in 
a  knowledge-based  world  where  such  activities  constitute 
most/virtually  all  of  any  firm's  value-added. 

Getting  our  arms  around  this  enormous. ..and  (largely) 
ignored  issue. ..is  what  I  call. ..BEYOND  REENGINEERING. 
And  I  boldly  contend  there  is  "one  best  way"  to  look  at 
this  opportunity:  namely,  through  the  eyes  of  formal  (and 
rarely  examined)  professional  service  firms  such  as  KPMG, 
Deloitte  and  Touche,  IDEO,  and  McKinsey.  In  short,  the 
model  for  tomorrow's  brain-based/virtual  organization  of 
any  size — in  any  industry — is  today's  premier  profession- 
al service  outfit. 

Why  haven't  we  looked  at  these  firms  in  the  past?  Here's 
my  guess:  When  I  started  working  at  McKinsey  in  1974  (not 
that  long  ago),  professional  service  folks  were  "parasites  liv- 
ing off  the  sweat  of  real  men's  (UAW  workers')  brows."  Now 
in  the  Global  Knowledge  Village,  "we"  are  it.  And  "they" — 
UAW  workers — live  off  the  carpal  tunnel  syndrome  and  fre- 
quent-flier megamiles  of  our  owlish  brows. 

THE  NERDS  HAVE  WON!  Bill  Gates  (King  of  the  Ethe- 
real) is  now,  by  a  wide  margin,  the  richest  man  in  Ameri- 
ca. The  new  elite  are  marketing-,  creativity-,  knowledge- 
world  icons. ..e.g.,  athlete-as-marketing-empire  who  just 
happens  to  pend  a  few  months  at  physical  labor  such  as 
dribbli  ng  a  '        ball  (after  carefully  considering  his  hair 


color  du  jour).  Or  housekeeper-as-marketing-empire...e.g., 
Martha  Stewart! 

But  let's  begin  with  first  principles:  JUST  WHAT  IS  A 
"REAL"  PROFESSIONAL  SERVICE  FIRM? 

Very  small  to  very  big.  Here's  part  of  the  problem  in 
equating  "real  business"  with  the  professional  service  firm: 
Say  "professional  service  firm"  and  most  of  us  think  of  a 
half-dozen  lawyers  or  architects  in  a  downtown  aerie.  In- 
deed, there  are  such  firms  (by  the  thousands).  But  a  profes- 
sional service  firm  can  also  be  enormous.  EDS  sports  more 
than  $12  billion  in  revenue  and  almost  100,000  people  these 
days!  So  these  curious  (professional  service  firm)  ways  can 
be  practiced  by  genuine  global  giants. 

People.  "People  are  our  most  important  asset". ..the  re- 
quired boilerplate  in  every  chairman's  letter  in  every  annu- 
al report.  Well,  it's  not  boilerplate  at  a  professional  service 
firm.  PROFESSIONAL  SERVICE  FIRMS  ARE  THEIR  PRO- 
FESSIONALS. There  ain't  no  management  except  people 
management  at  the  professional  service  firm! 

A  network.  We've  gone  gaga  over  the  "network  organi- 
zation," "spider's-web  organization,"  "learning  organiza- 
tion," etc.,  etc.  Welcome  to  version  1,079,328  of  "let's  rein- 
vent the  wheel."  A  real  professional  service  firm  IS/ALWAYS 
HAS  BEEN...  A  NETWORK.  It's  a  more  or  less  loose  confed- 
eration of  professionals  engaged  in  value-added/creativity- 
added,  project-based  work. 

Never  the  same  from  one  day  to  the  next.  All  professional 
service  firms  are  self-organizing.  They  fail  outright  if  they 
fall  victim  to  central  direction.  The  key  is  grabbing  the  right 
resources... from  anywhere  and  everywhere... to  work  on  a 
relatively  short-term  project.  (In  seven  years  with  McKin- 
sey, I  never  worked  with  the  exact  same  collection  of  team- 
mates twice.)  Professional  service  firms  turn  on  end  any  and 
all  "normal"  rules:  That  is,  if  a  professional  service  firm's 
office  manager  walks  into  the  office. ..and  nobody's 
home. ..that  manager  can  be  relatively  confident  the  office 
is  making  lots  of  money.  If  many/most/all  are  home...  that 
manager  is  probably  on  the  verge  of  going  bust.  Axiom:  No 
profitable  work  takes  place  in  the  Home  Tower. 

Intellectual  capital  is  the  only  capital.  "Knowledge  lever- 
age" is  another  favored  buzz  phrase  these  (continued  on  page  142) 
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"Why  should  you  have  a  defensive 

investment  in  your 
portfolio  today?" 

"Ask  me." 

The  Contrarian  Fund™ 


Paul  Stephens 

Contrarian  Fund 
Portfolio  Manager 


■ 


27.03% 

One -Year  Total  Return 

6/30/95  -  6/30/96 


Paul  Stephens'  global  investment  strategy 
seeks  to  protect  your  investment  while 
growing  your  investment.  He  currently 
uses  shorts  and  put  options  to  take  a 
defensive  approach  to  the  U.S. 
market.  The  major  part  of  Paul's 
portfolio,  though,  is  invested 
overseas  for  long-term  growth 
of  capital  in  out-of-favor 
industries  and  new 
investment  themes.  For 
more  information  about 
Paul's  investment 
strategy  and  The 
Contrarian  Fund,  please 
call  today. 


1-800-766-3863 

ext.327 

or  http://vvww.rsim.com 


Year-to-date  Total  Return* 
as  of  7/31/96 


17.04% 

Average  Annual  Return  Since  Inception 
6/30/93  6/30/96 


ROBERTSON 
STEPHENS  & 
COMPANY 


more  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with  short  selling,  index  options,  and  international  investing  (e.g.,  currency  fluctuations, 
ferences  in  accounting  practices,  and  economic  and  political  instability),  call  Robertson,  Stephens  &  Company  LLC,  distributor,  for  a  prospectus.  Please  read  it  carefully  before 
esting.  Performance  data  quoted  represents  past  performance.  You  should  realize  that  investment  return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be- 
rth more  or  less  than  their  original  cost.  *Total  returns  are  historical  and  include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains. 


Bringing    the    Fund    Manager    to  You 


MHBM£  Since  our  memory  is  virtually  identical  to  the  P(  '  manufac  turers', 
jE^^f  .|     1m  Jilt,  1,11,  r  is  rather  hard  to  explain. 

SBI^m    After  all,  Kingston*  engineers  design 
our  memory  according  to  specifications  set  by 
the  PC  manufacturers  themselves,  including: 
Compaq,'  IBM,'  Toshiba,*  Silicon  Graphics,*  and 
Apple/  We  use  the  same  memory  components  as  they  do.  We  test  each 
module  in  the  same  system  in  which  it  will  he  used.  And  we  test  every  cell 


on  every  chip  on  every  module — so  both  reliability  and  compatibility 
are  assured.  Of  course,  we  also  provide  a  lifetime 
guarantee.  Plus,  now  our  memory  costs  up  to 
50%  less  than  the  PC  manufacturers'  brand. 
So  although  we  can't  speak  for  them,  we  can 
tell  you  how  much  you  can  save  with  Kingston.  Whv 
not  give  us  a  call?  (800)  337-7028. 
It's  really  something  to  talk  about. 


i  can  save  witn  Kingston,  wiiy 

Kintjstoii 
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For  more  information  call  us  at   (800)  33  7-  7028  f Qmf)  Visit  our  Web  site:  http: //www  .kingston  .com/forb  .htm 
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is  a  registered  trademark  and  Computing  Without  Limits  is  a  trademark  of  Kingston  Technology  Corporation.  All  other  trademarks  and  registered  trademarks  are  the  property  of  their  respective  owners. 


Salvatore  Ferragamo  and  Neiman  Marcus  invite  you 
to  explore  the  timeless  elegance  of  the  House  of  Ferragamo. 
Introducing  our  newest  collection  of  shoes, 
ties,  tailored  clothing  and  sportswear. 
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Men's  Collection 
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large  401(k)  plan  service  providers. 


Products  and  services  provided  by  Connecticut  General  Life  Insurance  Company,  CIGNA  Investments.  Inc.,  and  other  operating  subsidiaries  of  CIGNA  Corporation. 


Help. 


Read  any  good  investment  strategies  lately?  The  choices  can  be  daunting,  especially  when  m 
you're  making  them  for  your  employees.  Unless,  of  course,  you  know  sdmeone  who  P 
can  help.  Someone  who  offers  a  comprehensive  array  of  top  rated  investments  for  your  company's 
401  (k)  plan.  Someone  who  actively  monitors  those  selections.  And  someone  who  just  happens 
to  be  ranked  #1  in  client  service*  That  someone  is  CIGNA.  For  details, 
call  1.800.997.6633.  You'll  find  it  a  very  rewarding  exercise. 


ID  NAMES  IN  THIS  ISSUE 


Dallas  Cowboys,  288 
Danaher,  259 
Dart  Container,  228 
Davidoff,  64 
Davton  Hudson,  304 
DDI,  302 

Delaware  Trust,  305 
Dell  Computer,  185 
Delphi  Financial,  52 
D  e  m  oulas/Marke  t 

Basket,  304 
Denver  Nuggets,  22,  132 
Detroit  Lions,  1 84 
Detroit  Red  Wings,  237 
Detroit  Tigers,  237 
Dinnaken 

Properties,  162 
Discovery 

Communications, 

203,243 
Walt  Disney,  42,  134, 

223,242,280,  295, 

300, 324, 325 
Dole,  Bob,  27 
Dole  Food,  238 
Domino's  Pizza,  237,  256 
R.R.  Donnelley  & 

Sons,  304 
Donrey  Media,  210 
Dover  Downs,  316 
Dow  Chemical,  315 
Dow  Corning,  308 
Dow  Jones,  296 
Dowd,  Maureen,  40 
DreamWorks  SKG,  100, 

108,  126,  154, 

198,  325 
Dresner,  Howard,  74 
Drouin,  Marie-Josee,  52 
Du  Pont,  272,  276,  305 
Ducati,  184 
Duff,  Patricia,  52 
Durst  Organization,  305 
Duty  Free  Shoppers,  202 


Eastman  Chemicals,  131 
Edelman,  Hank,  64 

Educational 

Technologies,  244 
Ellington  Mortgage 

Capital,  196 
Ellison,  Larry,  16 
EMC,  264 
Enterprise 

Rent-A-Car,  198 
Ethyl,  306 

Excel  Communications, 

100, 170 
Exxon,  302, 313 


Federal  Express,  324 
Feld  Productions,  250 
Fidelity  Investments 

(FMR),  130 
Fireman,  Paul,  42 
First  Florida  Banks,  311 
First  Hawaiian 

Bank,  302 
First  Media,  238 
Fleming,  276 
FlightSafety 

International,  272 
Florida  Marlins,  166 
Florida  Panthers,  166 
Footlocker,  42,  111 
Ford,  184,  232 
Ford,  Emma,  364 
Ford,  Steve,  364 
Forethought,  307 
Forstmann  Little,  196 
Franklin  Federal 

Bancorp,  208 
Franklin  Resources,  203 
French,  Melinda,  52 
Frontier,  258 
Frost  Hanna  Merger,  274 


GAF,  230 

Gage  Marketing,  188 
E&J  Gallo  Winery,  295 
Gap,  180,287 
Gartner,  74 
Gates,  Bill,  16,40, 

52, 70, 359 
Gateway  2000,  156,228 
Gaylord 

Entertainment,  202 
GE,  48,  74,  248 
Geffen,  David,  16 
Geico,  42,  109 
General  Atlantic 

Partners,  202 
General  Dynamics,  140 
General  Nutrition,  284 
Getty  Oil  (Texaco),  206 
Ghirardelli 

Chocolate,  284 
Glencore 

International,  210 
Golding,  Faith,  52 
Goldman,  Sachs,  48,  128, 

164, 170 
Good  Times 

Entertainment,  300 
Goodnight,  James,  74 
Gore-Tex,  305 
Guardian  Industries,  176 
Guedj,  Patricia,  52 
Guinness,  364 


H-E-B  Foods,  246 
Hallmark  Cards,  42, 

168,222 
Mammons,  John  Q.,  20 
John  Q.  Hammons 

Hotels,  20. 
Hang  Lung,  214 
Bill  Harbert  International 

Construction,  212 
Harcourt  General,  263 
Harpo,  295 
Hartz  Mountain,  204 
Haworth,  307 
Hearst,  194,  264,  304 
H.J.  Heinz,  213 
Helwig,  Jane,  74 
Herrera,  Carolina,  52 
Hewlett-Packard,  126 
HFS,  246 
Hicks,  Linda,  52 
Hill,  Margaret,  52 
Hillenbrand 

Industries,  307 
Hillman,  128 
Hilton  Hotels,  243 
Hoblitzell,  Alan,  48 
Hollywood,  238 
Home  Depot,  210,  218 
Home  Interiors  & 

Gifts,  300 
Home  Shopping 

Network,  203,  243 
Hospitality  Franchise 

Systems,  20 
Host  Marriott,  238 
Host  Marriott 

Services,  238 
Hubbard 

Broadcasting,  156 
J.M.  Huber,  309 
Hughes,  309 
Hughes,  Deborah,  52 
Hunt  Oil,  142 
Huntsman  Chemical,  131 


i2  Technologies,  294 
lams,  286 

IBM,  74,  100,  260,  326 
Icahn,  Carl,  52 
Icahn,  Liba  Trejbal,  52 

ICN  Pharmaceuticals,  360 
Illinois  Tool  Works,  316 
Imperial  Palace,  292 
Industrial  Light  & 

Magic,  138 
Information  Builders,  74 
Ingram 

Entertainment,  142 
Ingram  Industries,  142 


Ingram  Micro,  142 
Intel,  116,  180 
Interface,  264 
International  Data,  226 
International  Flavors  and 

Fragrances,  307 
International  Lease 

Finance,  252 
International 

Management,  234 
International  Specialty 

Products,  230 
International 

Speedway,  305 
InterPacific,  202 
Interscope,  202 
Interscope  Records,  126 
Intimate  Brands,  172 
Irvine,  140 
Irving,  Amy,  52 
ITT,  263 
Ivax,  274 


J.D.  Edwards,  260 
Jackson,  Bo,  42 

Jacor 

Communications,  184 
Jamail  &  Kolius,  213 
JM  Family 

Enterprises,  196 
Johnson  &  Johnson,  176, 

240,  282 
Johnson  Worldwide 

Associates,  128 
S.C.  Johnson  &  Son, 

128, 310 
Jones  Apparel,  236 
Jordan,  Michael,  42 
Justice  Records,  213 


K-III 

Communications,  204 
Kaiser-Francis  Oil,  218 
Kasler,  176 

Kaufman  &  Broad,  190 
Kellogg,  306 
Kelly  Services,  277 
Kemp,  Jack,  27 
Kendall-Jackson 

Winery,  295 
Kentucky  Fried  Chicken 

(PepsiCo),  203 
Peter  Kiewit  Sons',  223 
King  Ranch,  309 
Kingston  Technology,  208 
KirchGroup,  118 
KKR,  126,  204 
KLM,  254 

Kluge,  John,  52,  359 


8 


Forbes  ■  October  14,  1996 


NAMES  IN  THIS  ISSUE 


Kluge,  Patricia,  52 
Knight,  Philip 

f lampson,  42 
Koch  Industries,  138, 

216,  226 
Kohler,  310 
Koor  Industries,  223 
Kravis,  Henry,  52 

mmmmm  l 

L.A.  Gear,  223 
Landmark 

Communications,  218 
Lands'  End,  262 
Lanoga,  300 
Estee  Lauder,  1 36 
Leath  Furniture,  278 
Lenfest 

Communications,  288 
Lennox  International,  313 
Lerner,  Alfred,  48 
Levi  Strauss,  122,  174 
Lewis,  Carl,  42 
Eli  Lilly,  310 
Limited,  172 
Link  USA,  258 
Little  Caesar's,  237 
Loews,  142 

Los  Angeles  Kings,  1 32 
Los  Angeles  Lakers,  120 

im  M 

MaeAndrews  & 

Forbes,  114 
Malone,  John,  40 
Manheim  Auctions,  114 
Manor  Care,  242 
Maples,  Maria,  52 
Marciano,  Armand,  52 
Marcus  Cable,  316 
Market  Street  Trust,  308 
Marketing  Evaluations,  42 
Marmon,  126 
Marriott 

International,  238 
Mars,  124 

Martini  &  Rossi,  296 
Marzolla,  Paul,  64 

Masco,  251 
MasterCard,  48 
Matsumoto  Medical 

Instrument,  318 
Matsushita,  126,  154,  282 
Mays,  L.  Lowry,  22 
MBNA,  48,  168 
MCA,  202,  282 
McCaw  Cellular 

(AT&T),  309 
McClatchy 

Newspapers,  312 
McCombs,  Billy  Joe,  22 


McDonald's,  155,  160, 

203, 324 
McEnroe,  John,  42 
McGraw-Hill,  312 
MCI,  132 
Medical  Care 

America,  134 
Meijer,  312 
Mellon  Bank,  313 
Menard,  218 
Mercantile 

Bancorporation,  274 
Mercantile  Stores,  248 
Mercury  General,  282 
Merrill  Lynch,  184 
Mesa,  134,  185 
Metromedia 

International,  110,  295 
MFS 

Communications,  223 
Miami  Dolphins,  166 
Miami  Heat,  162 
Micron  Technology,  155 
Microsoft,  40,  42,  52,  70, 

108,  109,  116, 

204, 294 
Midland  National 

Life,  316 
Herman  Miller,  307 
Milliken,  248 
Minnesota  Twins,  198 
Mission  Insurance,  184 
Mitchell  Energy,  254 
MNC  Financial,  48 
Mobil,  324 
Molex,  260 
Monsanto,  316 
Montana  Rail  Link,  176 
Moorman,  Mark,  74 
Morningside/ 

Springfield,  214 
Moses,  Isaac,  32 
Mossimo,  100,  278 
Motorola,  180 
Munich  Re,  204 
Murphy  Oil,  313 

nw  N 

N.Y.  Giants,  142 
Nabisco,  203 
National  Energy,  203 
National  Golf 

Properties,  286 
NationsBank,  48, 

206, 311 
NCube,  110 
Netscape 
Communications, 

100,  224 
New  World 

Communications,  114 


New  York  Jets,  232 
New  York  Times,  302, 

318, 320 
News  Corp.,  120,  251 
Next  Software,  280 
Nextel  Communications, 

172,216 
Nike,  42,  111, 

190,  261,  325 
Nomo,  Hideo,  42 
Nordstrom,  313 
Northwest  Arkansas 

Times,  210 
Northwest  Medical,  188 
Norwest,  313 
Novell,  294 
NWA,  254 

WH  O 

O'Quinn,  John,  52 

Oak  Hill  Partners,  131 
Oakley,  190 
Occidental 

Petroleum,  238 
Odyssey  Partners, 

250, 282 
Olde  Discount,  222 
Olten,  Jeff,  74 
Oracle,  16,  74, 

110,  260,  313 
Orkin  Extermination,  316 
Orlando  Magic,  120 
Overseas 

Shipholding,  138 
Oxbow,  226 

mamm  p 

Paccar,  314 
Pacific,  238 
R.B.  Pamplin,  261 
PanAmSat,  208 
Pananco,  203 
Parsons  & 

Whittemore,  310 
Patek  Philippe,  64 
Pattison,  Scott,  70 
Pennzoil,  156,  246 
PeopleSoft,  182 
PepsiCo,  208 
Perdue  Farms,  212 
Perelman,  Ronald,  52 
Perot  Systems,  120 
Pharmacia  &  Upjohn,  320 
Philip  Morris,  42,  182 
PhyMatrix,  280 
Pippen,  Scottie,  42 
Pitcairn  Trust,  314 
Pixar,  100,  280 
Pizza  Hut  (PepsiCo),  237 
PMC,  274 

Polo  Ralph  Lauren,  170 


PolyGram 

(N.V.  Philips),  202 
Portland  Trail 

Blazers,  109 
PPG  Industries,  314 
Premier  Farnell,  236 
Price  Waterhouse,  182 
Primadonna 

Resorts,  314 
Pritzker  &  Pritzker,  126 
Procter  &  Gamble, 

182, 315 
Progressive,  48,  248 
ProGroup,  236 
Public  Storage,  213 
Publix  Super  Markets,  309 
Pulitzer  Publishing,  314 
Purina  Mills,  74 

■MM  Q 

QAD,  290 
Quad/Graphics,  260 
Quaker  Oats,  284 
Quark,  292 
Quigley,  Joan,  368 
Quintana  Petroleum,  302 
QVC,  214 

R 

Raley's,  278 
Rampell,  238 
Rawkus 

Entertainment,  120 
Reebok  International, 

42,  111,261 
Republic  Industries,  166 
Revco,  184 
Revlon,  52,  114 
Rexene,  131 
Rich  Products,  222 
Marc  Rich 

Investment,  210 
Rite  Aid,  184 
RJR  Nabisco,  126, 

203, 204,  242 
Robinson,  Warren, 

20,  22 
Roche,  214 
Rockefeller  Financial 

Services,  164 
Roehm,  Carolyne,  52 
Rohm,  230 
Rohm  &  Haas,  230 
Roldiva,  237 
Rollins 

Communications,  316 
Rosebriar,  298 
Rosenkranz,  Robert,  52 
Rosewood  Hotel  & 

Resorts,  260 
Rouse,  309 


10 


Forbes  ■  October  14,  1996 


Welcome  to  Stage  3.  A  new  line  of 

Kenwood  home  products  designed 

to  simplify  the  way  people  interact         Wl  \ 

with  their  technology.  The  Stage  3 

Home  Theater  Controller  (KC-Z1) 

features  Dolby*  Digital  (AC-3)  and 

THX®  Cinema  for  surround  sound.  But  the  heart 

of  Stage  3  is  the  portable  TouchPanel.  This 

intuitive  graphio  interface  lets  you  do  every- 
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Our  reputation  is  founded  upon 
unstinting  devotion  to  innovation 
and  outstanding  craftsmanship. 
Since  1835,  this  proud  heritage  has 
nurtured  the  entire  world  of 
Holland  &  Holland  -  inspiring  us  to 
eate  items  of  unsurpassed  refinement, 
the  finest  traditional  materials, 


Holland  &  Holland 

 —  iSitaMsAed  %<>fuJofv  )&%5  —  

50  East  57th  Street,  New  York,  N.Y.  10022 


THE  WORKMANSHIP  OF  SKILLED  HANDS 
AND  AN  EXACTING  ATTENTION  TO  DETAIL 
AND  DESIGN  FIND  EXPRESSION  IN  A  UNIQUE 
COLLECTION  FOR  THE  OUTDOOR  WAY  OF 
LIFE  -  ALL  CELEBRATING  THE  DISTINGUISHED 
LINEAGE  OF  HOLLAND  &  HOLLAND. 
FOR  MORE  INFORMATION  PLEASE  CALL 

1  -800-SINCE-1  835. 


I  THE  COUNTRY,  REFINEMENT  STILL  COMES  WITH  A  DOUBLE-BARRELLED  NAME 


:  engine 

race  a  bit 


Dodge  Intrepid  Sport's  3.5  liter,  24-valve, 
single  overhead  cam 
V-6  is,  with  only  slight 
modifications,  the 
same  engine  that  powers 
the  open-wheeled  Pro  Series  cars 
at  the  famed  Skip  Barber  Racing  School. 

Intrepid  Sport  sports  a  four-wheel 
independent  suspension,  16"  wheels 
and  low  profile  tires,  too,  for 
athletic  handling  and  a  smooth, 
comfortable  ride.  There 's  even 
the  AutoStick®  transmission  that  shifts  like  a 
manual,  to  really  make  you  feel  like  you  're 
on  a  fast  track. 

But  because  this  is  an  Intrepid,  you  can 
also  get  the  benefit  of  4-wheel  anti-lock  disc 
brakes,  and  cab-forward  roominess  that  no 
race  car  can  compete  with.  For  still  more 
information,  call  1 -800-4-A-DODGE  or 
visit  our  Web  site  at  http://www.4adodge.com 


Intrepid  hM  The  New  Dodge 


Always  wear  your  seat  belt. 
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Keeping  score 

Peter  Newcomb,  who  supervised  this  year's  Forbes  Four  Hun- 
dred, remembers  this  from  the  inaugural  issue  in  1982:  "Ameri- 
cans are  ambivalent  about  wealth.  They  admire  it  and  desire  it  [yet] 
find  it  vaguely  un-American."  Peter  worked  on  his  first  Rich  List  a 
decade  ago.  He  has  noticed  a  shift  in  attitude.  "In  the  Eighties," 
Peter  explains,  "there 'was  a  preponderance  of  inherited  wealth. 
Those  people  were  uptight  about  their  money.  Guilt  and  fear." 

Inheritors,  who  peopled  nearly  half  of  The  Forbes  Four  Hun- 
dred in  1985,  now  account  for  a  mere  quarter.  "Today's  listees," 
says  Peter,  "tend  to  be  people  who  made  it  on  their  own  and  are 
damned  proud  of  what  they  did.  They  are  supercompetitive  and 
always  comparing  themselves  with  others. 

"When  I  talked 
with  David  Geffen, 
he  kidded  me,  'your 
numbers  are  all  b.s.,' 
but  then  asked 
where  we  had  placed 
him  on  the  list." 

They  are  obsessive- 
ly competitive,  these 
highly  successful  en- 
trepreneurs. Oracle 
Corp.'s  Larry  Ellison, 
who  is  buying  a  T-38 
Supersonic  jet  fighter, 
mischievously  told 
our  reporter:  "Maybe 
I  should  fire  a  few 
Maverick  missiles  in 
his  [Gates']  living 
room."  Facetious, 
but  no  ignoring  the 
heat  between  these 
software  rivals.  Asked 
about  his  net  worth, 

Chicago  real  estate  magnate  Sam  Zell  cracked:  "Who  the  hell 
knows?"  But  Zell  was  kidding  when  he  added:  "Thank  God.  I 
thought  you  weren't  going  to  call."  Being  on  The  Forbes  Four  Hun- 
dred may  be  a  nuisance  for  Zell,  but  being  dropped  could  be  worse. 

They  are  not  flaunting  their  wealth,  really.  Just  comparing  them- 
selves with  their  peers.  John  Maynard  Keynes  said  if  he  had  his  life 
to  live  over  he  would  have  quaffed  more  champagne.  Most  of  The 
Forbes  Four  Hundred  are  too  much  into  fitness  to  drink  much 
champagne  and  they've  got  all  the  airplanes  and  houses  they  want. 
Most  stay  in  the  game  for  the  adrenaline  rush,  the  joy  of  risking 
and  winning.  Sneer  at  their  competitiveness  if  you  like,  but  it  drives 
the  most  productive  economy  the  world  has  yet  seen. 

New  this  year,  The  Forbes  Four  Hundred  issue  is  on  the  World 
Wide  Web.  Our  site  has  links  to  hundreds  of  related  sites  and  a 
search  tool  that  allows  you  to  generate  customized  lists.  Looking 
for  Rich  Listers  under  40?  Bachelors?  People  from  a  particular 
state?  No  problem,  www.forbes.com/extra/. 


The  Rich  List  crew:  Jim  Samuelson,  Scott  Bistayi, 
Bob  Mansfield,  Ann  Marsh,  Saira  Stewart, 
Lorna  Bieber,  Clarita  Jones  (back  row). 
Josh  McHugh,  Dolores  Lataniotis,  Linda  Stinson, 
Pete  Newcomb,  Laurie  DeChiara  (front). 


Editor 
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WHEN  YOU 

DIGITIZE  LIGHT, 

SOMETHING 

REMARKABLE 

HAPPENS: 
IMAGES  BECOME 

MORE  NATURAL. 
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DLP 


Welcome  to  the  revolution. 
A  TEXAS  INSTRUMENTS  TECHNOLOGY  The  revolution  in  visual 
resolution.  Introducing  Digital  Light  Processing'" 
(DLP™)  technology  created  by  Texas  Instruments. 

This  all-digital  display  technology  was  made  pos- 
sible by  digitizing  light.  We 
focused  hundreds  of  thou- 
sands of  digital  micromirrors 
onto  beams  of  light,  which 
reflect  images  from  their 
original  source  directly  to 
the  screen.  Then  we  made 
the  distance  between  pixels 
minute.  (Just  1/100  the  thick- 
ness of  a  human  hair.)  So 
any  image,  whether  text, 
graphics  or  video,  projects 
seamlessly  with  uniform 
brightness.  From  top  to 
bottom,  side  to  side  and 
corner  to  corner  of  a  screen.  Regardless  of  its  size. 

The  result  is  a  remarkable  improvement  in  visual 
resolution.  Colors  look  natural  instead  of  like  the 
colors  in  a  cartoon.  (Especially  hard-to-reproduce 
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™  Digital  Light  Processing  and  DIP  are  trademarks  of  Texas  Instruments  Incorporated 
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DLP  technology  adds  new  life  to  projected  images. 
Displays  appear  seamless,  with  uniform  brightness, 
while  colors  (and  skin  tones)  remain  true  to  their  original 
source  without  the  usual  flicker  and  bloom. 


Whether  you're  projecting  a  business 
presentation  or  your  child's  picture,  you'll 
find  the  heart  of  DLP  technology  vividly 
expressed  in  the  soul  of  an  image. 

skin  tones.)  Text  and  graphics  appear  as  sharp  as 
35mm  film.  And  the  screen  has  the  clarity  of  a  just- 
washed  window.  At  nearly  any  viewing  angle.  Even  in 

a  well-lit  room. 

Equally  remarkable  is 
the  price  of  projection 
systems  with  Digital  Light 
Processing  technology. 
That's  because  we  realize 
a  new  technology  is  only 
revolutionary  if  people  can 
afford  to  use  it. 

You'll  find  Digital  Light 
Processing  technology 
in  projection  systems 
from  Davis,  Electrohome, 
InFocus  Systems,  nView 
and  Proxima  at  a  dealer 
near  you.  Or  call  1-888-DLP-BY-TI,  ext.  500,  and  we'll 
send  more  detailed  information.  If  you  prefer,  visit 
http://www.ti.com/dlp  for  an  online  demonstration  of 
TI's  visual  revolution. 
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Gently  into  the  breach 

On  the  cover  of  last  year's  Forbes 
Four  Hundred  appeared  three  mem- 
bers of  the  Hawaiian  family  Robin- 
son. This  reclusive  clan  of  Scottish 
descent  lives  in  an  island  paradise.  For 
over  130  years  they  have  owned -the 
island  of  Niihau  and  one-sixth  of  the 
island  of  Kauai. 

As  did  their  forebears,  they  raise 
cattle  and  harvest  sugarcane,  but 
they  can  barely  pay  their  taxes. 
Land-rich  but  cash-poor,  the  Robin- 
sons were  thinking  about  opening 
up  some  of  their  100,000  very  pri- 
vate acres  to  high-paying  tourists 
who  appreciate  nature  at  its  most 
unspoiled. 

How  have  their  plans  progressed? 

Slowly.  The  Robinsons'  first  devel- 
opment is  just  starting  to  come  into 
focus.  In  addition  to  hosting  guests 
at  beach  cabanas,  patriarch  Warren 
Robinson,  67,  is  now  thinking  of  let- 
ting them  up  to 
the  family's 
remote  cabin 
complex  high  in 
the  Hawaiian 
rain  forest.  But 
he's  not  sure 
how  to  get  the 
guests  up  there. 
None  of  the  tra- 
ditional means — 
horse,  all-terrain 

vehicle  or  foot — is  suited  to  tender- 
feet  from  Tokyo,  New  York  or  Los 
Angeles.  "We  could  fly  them  up  in 
choppers,"  Robinson  muses,  without 
much  conviction. 

He's  also  considering  building  a 
ranch  complex  in  the  foothills,  where 
visitors  could  ride  horses  and  set  out 
on  cattle  drives,  a  la  City  Slickers. 

The  family  is  poised  to  sign  an 
agreement  with  an  Arizona  adven- 
ture tour  company  to  put  some  of 
these  ideas  into  action.  It  could 
happen  as  early  as  year's  end.  Or  it 
could  not. 

After  pursuing  a  self-sufficient 
agrarian  lifestyle  for  nearly  a  century 
and  a  half,  the  Robinsons  (estimated 
net  worth,  $450  million)  are  in  no 
rush  to  become  innkeepers  and  tour 
guides. 

Deadpans  Warren  Robinson:  "It 
probably  doesn't  help  a  lot  that  I'm 
not  a  wild  and  avid  developer." 

-Ann  Marsh 


Hotel  developer  John  Q.  Hammons 
His  contrarian  strategy  may  pay  off. 

Comeback 

After  seven  years  on  The  Forbes 
Four  Hundred,  hotel  developer  John 
Q.  Hammons  dropped  off  in  1994  as 
new  information  about  the  extent  of 
his  financial  leverage  came  to  light. 
Since  then  his  Springfield,  Mo. -based 
company,  which  owns  or  manages  38 
hotels,  mostly  under  the  Holiday  Inn 
and  Embassy  Suites  names,  has  stum- 
bled. But  that  may  change  soon. 

Hammons  has  spent  the  past  two 
years  developing  full-service  hotels 
while  the  rest  of  the  industry  has 
built  cheaper,  limited-service  hotels. 
So  far,  the  rest  of  the  industry  has 
been  more  right  than  Hammons. 
Cash  flow  at  John  Q.  Hammons 
Hotels  (revenues,  $235  million) 
grew  just  5%  last  year,  to  $65  million. 
Disappointed  investors  have  knocked 
Hammons'  stock  down  70%  from  its 
May  1995  high  of  16^;  it  now  trades 
at  eight  times  this  year's  estimated 
cash  flow.  By  comparison,  hot  com- 
panies like  Henry  Silverman's  Hos- 
pitality Franchise  Systems  (see  p. 
246),  franchisor  of  Days  Inns  and 
Ramada  Inns,  are  valued  at  20  to  30 
times  cash  flow. 

Hammons  is  convinced  his  full-ser- 
vice hotel  strategy  will  be  vindicated. 
"I'm  in  a  niche  where  it  is  hard  for 
the  competition  to  compete,"  he 
asserts.  "When  the  discount  war 
starts,  who's  gonna  win?  The 
strongest,  newest  place." 

The  tide  may  already  be  shifting.  In 
this  year's  second  quarter,  cash  flow 
rose  22%  on  a  17%  increase  in  rev- 
enues. Lodging  analyst  Michael  Riet- 
brock  at  Smith  Barney  predicts  that 
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"There's  a  stretch  along  the  Lower  Roanoke  River  in  North  Carolina 

21,068  magnificent  acres, 

I  that's  heen  called  one  of  America's  last  great  places.  It's  where  I  grew  up,  and  now  I  bring  my 

400  plant  varieties, 

kids  here  to  teach  them  what  nature's  all  about.  My  company,  Georgia-Pacific,  owns  this  land 

214  species  of  birds 

and  we  did  something  no  forest  products  company  has  ever  done  before.  We  formed  a  partnership 

and  one  partnership  making  sure 

with  The  Nature  Conservancy  to  co-manage  and  protect  this  place.  We  all  want  a  better  world 

it  all  stays  that  way. 

for  our  kids.  It  just  feels  good  to  be  working  for  a  company  that's  doing  something  about  it'.' 

Mason  Lilley,  Forester 

A 

Georgia-Ffecific  ^ 

The  Forest  Products  Company 


Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:   Zurich   Genev;.   London   New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal   Grand  Cayman    Pal  jch    Los  Angeles   San  Francisco    Mexico    Hong  Kong 

http://www.juliusbaer.com 


Hammons'  cash  flow  will  continue  to 
grow  at  a  17%  clip  for  the  foreseeable 
future.  And  remember  this:  77-year- 
old  Hammons  didn't  become  a  cen- 
timillionaire  by  following  the  herd. 

-Christopher  Palmeri 

Man  without  a  game  plan 

San  Antonio's  Billy  Joe  McCombs 
first  flashed  across  Forbes'  wealth 
radar  screen  13  years  ago.  McCombs 
had  energy  and  plenty  of  assets — car 
dealerships,  radio  stations,  a  movie 
financing  company,  cattle,  oil,  bank- 
ing, insurance,  real  estate,  sports 
teams  and  more — but  not  a  lot  of 
focus.  Sometimes  the  only  way  his 
wife  learned  about  his  latest  deals  was 
by  reading  the  morning  paper. 
Noting  the  chaotic  air  surrounding 
McCombs'  empire,  we  predicted  that 
he  might  someday  join  The  Forbes 
Four  Hundred  "in  spite  of  himself 
(The  Forbes  Four  Hundred,  1983). 

We  didn't  know  it  would  take  this 
long,  but  McCombs  has  finally  made 
it,  with  an  estimated  net  worth  of 
$680  million,  thanks  mainly  to  his 
16%  stake  in  San  Antonio-based  Clear 
Channel  Communications  (see  p. 
226).  With  federal  telecommunica- 
tion deregulation  that  increases  the 
number  of  stations  one  owner  can 
own,  the  fast-growing  radio  and  TV 
broadcaster  (sales,  $244  million)  is 
suddenly  much  more  valuable. 
McCombs'  Clear  Channel  partner,  L. 
Lowry  Mays,  also  joins  The  Forbes 
Four  Hundred  (see  p.  238). 

"I  never  dreamed  that  I  would 
make  it  [The  Forbes  Four  Hundred]," 
drawls  McCombs,  who's  68,  stands  6 
foot  3  and  is  known  as  "Big  Red." 

There's  still  an  air  of  chaos  around 
his  holdings.  Although  he  has  shed 
investments  in  basketball's  Denver 
Nuggets  and  San  Antonio  Spurs  and 
some  ranch  properties,  he  still  owns  a 
hodgepodge  of  businesses  and  con- 
tinues to  pick  up  car  dealerships  when 
a  good  one  comes  along.  (With  $1.1 
billion  in  gross  revenues,  his  car  busi- 
ness is  the  sixth-largest  in  the  coun- 
try, according  to  Automotive  News 
magazine.) 

"I've  never  had  any  goals  to  be  big. 
I  don't  have  a  strategy  or  plan  to  be 
big,"  says  McCombs.  "I  just  access 
opportunities  as  I  see  them.  I  don't 
see  that  changing  much."  wm 
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It's  International. 

It's  Twentieth  Century. 

It's  '1. 


#1  International  Small  Company  Fund 


Twentieth  Century 
International 
Discovery  Fund 

Lipper  Category  Average f 

EAFE  Index4 


Average  Annual  Returns  as  of 6/30/96- 

ONE  YEAR        LIFE  OF  FUND 

31.4%  18.0% 

20.0%  5.5% 

3/31/94-6/30/96 

13.3%  8.9% 


3/31/94  6/30/96 


(Call  for  our  latest  performance  numbers.) 


Twentieth  Century  International  Discovery  fund 

(formerly  International  Emerging  Growth)  was  ranked 
#1  International  Small  Company  Fund  by  Lipper  for 
the  one  year  (#1  of  12  funds)  and  life  of  fund  (#1  of  9 
funds)  time  periods  ended  6/30/96.1 

These  rankings  help  illustrate  how  Twentieth 
Century's  equity  investment  strategy,  which  has 
worked  so  well  for  our  domestic  funds,  can  be  applied 
to  the  global  marketplace.  Our  sophisticated,  "bottom- 
up"  investment  approach  uses  a  proprietary  system 
to  research  thousands  of  companies  around  the  world 
to  identify  those  with  accelerating  growth.  Then, 
our  portfolio  team  carefully  scrutinizes  these  compa- 
nies to  identify  rising  stars  whose  stock  we  believe 
will  increase  in  value. 


Even  though  international  investments  are  subject 
to  special  risks  such  as  currency  fluctuation  or  economic 
instability,  they  can  offer  significant  opportunities  for 
growth.  Call  us  today  to  find  out  how  an  investment  in 
our  International  Discovery  fund  can  enhance  your 
portfolio  with  a  world  of  investment  opportunities. 
$10,000  minimum. 


1-800-345-2021 


http://www.twentieth-century.com 
AOL  keyword:  Twentieth  Century 


For  more  complete  information,  including  charges,  expenses  and  minimums,  write  or  call  toll  free  for  an  information  kit  and  prospectus.  Please  read  the  prospectus  carefully  before  investing.  Or  visit  our  Web 
or  AOL  site  to  download  or  view  a  prospectus  on  line. 1  Lipper  Anolyticol  Service  rankings  ore  based  on  total  returns  with  all  dividends  reinvested.  'Dato  quoted  is  for  Investor  Class  shores  and  represents  post  performance  assuming  reinvestment 
of  all  distributions.  Other  shore  classes  available.  Past  performance  is  no  guarantee  o!  future  results.  Investment  return  and  principal  value  will  fluctuate  ond  redemption  volue  may  be  more  or  less  than  original  cost. 'Lipper  International  Smoll  Compony  fund 
category  is  a  group  of  funds  thot  invest  ot  leost  65%  of  their  assets  in  equity  securities  of  non-United  States  companies  with  market  capitalization  less  thon  $1  billion  U.S.  ond  is  not  available  for  purchase. 'The  Morgan  Stanley  Europe,  Australia,  Far  East 
(EAFE)  Index  is  o  widely  followed  group  of  stocks  from  20  international  markets  and  is  not  available  for  purchase.  P.O.  Box  4 1 9200,  Kansas  City,  MO  64 1 4 1  -6200.  Twentieth  Century  Securities,  Inc.,  ©1 996  Twentieth  Century  Services,  Inc  F6S 

F 
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The  average  battery  lasts  three  hours. 
Some  people  need  a  little  more  than  that. 


Designed  f 


Microso 
PffWSWt  Windows* 


The  AcerNote'"  Nuovo'",  with  the  longest-lasting 

battery  of  any  notebook  computer.  As  much  as  7  hours'. 


Acer*  <♦ 


Afresh  perspective. 

I-800-558-ACER  www.acer.com/aac/ 

96  Acer,  Inc.  All  rights  reserved.  Acer  and  the  Acer  logo  are  registered  trademarks  and  AcerNote  and  Nuovo  are  trademarks  of  Acer  America  Corporation  and  Acer 
The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  Microsoft,  Windows  and  Windows  logo  are  registered  trademarks  of  Microsoft 
poration .  *  Independent  cross-country  battery  testing  conducted  by  VeriTest,  Inc. ,  June  1 996.  Average  battery  life  comparisons  as  reported  in  PC  Week,  July  199^- 


for  store  locations  or  more  information  call  1-800-388-6785 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


SPREADING 

The  sizzling  stock  market  has  added  trillions  of  dollars  to 
equity  values.  When  will  the  American  economy  and  peo- 
ple's paychecks  grow  the  way  the  stock  market  anticipates? 

When  these  reforms  are  in  place: 
■  Taxes.  This  requires  immediate  action.  The  federal 
income  tax  code  is  the  biggest  deadweight  on  American 
life  today.  Washington  can't  grasp  the  simple  fact  that 
taxes  are  a  price  on  activities,  as  well  as  a  revenue-raiser. 
The  tax  you  pay  on  income,  profits  and  capital  gains  is 
the  price  you  pay  for  working  and  for  being  productive, 
successful,  innovative  and  willing  to  take  risks.  The 
proposition  is  simple — lower  the  price  on  these  good 
things,  and  you  will  get  more  of  them. 

The  Dole-Kemp  tax  cuts  usefully  do  this.  More  impor- 
tant and  dramatic,  the  GOP  package  is  a  bridge  to  a  fun- 
damental tax  law  overhaul. 

We  spend  about  5.3  billion  hours  a  year  and  almost 
$225  billion  complying  with  federal  tax  laws.  The  cur- 
rent code  is  corruptingly  complex.  Not  even  the  IRS 
understands  the  laws  it's  supposed  to  enforce. 

A  California  couple  recently  learned  that  the  hard  way. 
Needing  to  file  a  Tax  Court  petition,  their  attorney 
called  the  Los  Angeles  IRS  office  to  find  out  the  dead- 
line date  and  was  told  March  14.  The  couple  spoke  with 
another  agent  to  double  check  and  were  given  the  same 
date,  so  they  filed  on  March  14.  Later  their  appeal  was 
dismissed  because  the  deadline  actually  had  been  March 
13.  Under  current  law,  the  IRS  cannot  be  held  responsi- 
ble for  giving  false  or  misleading  information. 


THE  WEALTH 

The  tax  code  is  an  assault  on  the  quality  of  family  life,  often 
forcing  both  spouses  to  work  out  of  necessity,  not  choice. 
A  typical  family  of  four  now  pays  Washington  eight  times 
as  much  tax  on  a  dollar  of  income  as  it  did  45  years  ago. 

The  Republican  Congress  missed  a  unique  opportuni- 
ty to  establish  its  progrowth,  profamily,  tax-cutting-and- 
simplification  bona  fides  by  not  immediately  repealing 
the  1990  and  1993  tax  increases.  Those  boosts,  which  are 
stultifying  the  economy,  will  end  up  costing  the  average 
family  $40,000  in  lost  income  by  the  end  of  the  decade. 

■  Monetary  reform.  Interest  rates  remain  high  by  his- 
toric standards.  Before  we  did  away  with  the  gold-based 
monetary  system  in  the  late  1960s-early  1970s,  Americans 
could  get  a  30-year,  fixed-rate  mortgage  at  under  4.5%. 
And  Uncle  Sam  could  borrow  at  even  lower  rates. 

■  Health  care.  Employer-provided  health  insurance 
counts  as  part  of  a  worker's  compensation.  Yet  most 
Americans  have  precious  little  control  over  how  those 
dollars  are  spent.  Medical  savings  accounts  would  allow 
Americans  to  own  their  own  policies,  giving  them  cata- 
strophic coverage  while  enabling  them  to  pocket  any  sav- 
ings they  achieve  on  routine  medical  expenses.  Congress, 
alas,  effectively  gutted  this  vital  change. 

Growth  would  also  be  quickened  by  genuine  regula- 
tory and  tort  reforms.  Only  the  Dole-Kemp  ticket  has 
made  meaningful  proposals  here.  These  changes  would 
unleash  the  deepest,  longest-lasting  economic  expansion 
in  history,  substantially  improving  all  Americans'  stan- 
dard of  living. 


HOW  DO 

With  the  former  Soviet  Union  no  § 
longer  a  threat,  terrorism  has  become 
the  primary  international  danger.  We 
are  in  an  era  not  dissimilar  to  that  of  a 
century  ago,  when  Europe  was  at 
peace.  At  that  time  anarchists  and  ter- 
rorists were  a  constant  plague.  They 
didn't  have  the  money  and  lethal 
weaponry  that  today's  variety  do,  but 
their  impact  was  all  too  bloodily  real. 
An  anarchist  assassinated  President 
McKinley.  Anarchists  also  killed  or 
wounded  numerous  monarchs,  states- 
men and  businessmen.  The  murders  of 


WE  DEAL  WITH  THIS  DANGER? 

the  heir  to  the  Austro-Hungarian 
throne  and  his  wife  by  pro-Serbian  ter- 
rorists triggered  the  First  World  War. 

We  must  gird  ourselves  for  a  sus- 
tained fight  against  terrorism.  Eco- 
nomic sanctions  alone  won't  work.  The 
next  President  must  formulate  and 
achieve  consensus  for  a  new  doctrine: 
Acts  of  terrorism  will  be  treated  as  acts 
of  war.  Rogue  states  that  harbor  terror- 
ists should  know  that  we  won't  hesitate 
to  strike  at  them  militarily. 

Iran  is  likely  to  be  the  first  criminal 
regime  that  we  must  militarily  con- 


Turn-of-the-century  terror:  Anarchist 
brazenly  shoots  President  McKinley,  1901, 
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ont.  [f  svc  do  so  decisively  and  effectively,  we  will  have 
I  salu  cedent.  You  can  bet  that  other  killer 

xnments  will  then  curb  their  own  bomb  throwers. 
We  will  also  have  to  take  retaliatory  measures  against 
countries  and  companies  that  sell  materials  for  con- 
structing nuclear,  biological  or  chemical  weapons  to 
these  gangster  states.  Our  European  allies  will  squawk 
that  they  have  a  right  to  cut  deals  with  thug  regimes.  But 
that  shouldn't  deter  us  from  pressuring  our  allies  fqrce- 
fullv  and  relentlessly  to  desist.  And  we  will  have  to  gear 


up  our  intelligence  efforts  to  infiltrate  and  gather  infor- 
mation about  terrorist  groups. 

As  for  domestic  terrorists,  there  is  no  substitute  for 
persistent,  hard-nosed  detective  work.  The  FBI  must  be 
given  the  means  to  step  up  its  own  preventive  activities. 
The  calm  way  in  which  the  feds  wore  down  the  Freemen 
in  Montana  is  a  guide  for  preventing  the  needless  mak- 
ing of  martyrs.  Unless  it  can  be  shown  that  tagging 
explosives  is  unsafe,  Congress  should  authorize  the  addi- 
tion of  telltale  identifiers. 


CURBING  THE  KILLING 


The  United  Nations'  ambitious,  arrogant,  putatively 
departing  Secretary-General,  Boutros  Boutros-Ghali, 
had  grandiose  visions,  inflated  in  no  small  part  by  the 
Clinton  Administration's  indifference  to  foreign  policy. 
Egged  on  by  Washington's  obsession  with  multilateral- 
ism, Boutros-Ghali  tried  to  move  into  the  American- 
made  vacuum.  The  results  were  disastrous  peacekeeping 
missions  in  Bosnia  and  elsewhere. 

There  are,  though,  lethal  hot  spots  where  a  forceful 
U.N.  presence  would  be  welcome.  Prime  examples  are 
Liberia,  where  civil  war  has  been  ongoing  since  1989, 
and  Burundi  and  Rwanda,  where  intertribal  killing  has 
raged.  These  places  are  of  no  traditional  strategic  value 
and  thus  won't  be  subject  to  the  political  jockeying  seen 
in  Southern  Europe  and  the  Middle  East. 


In  Liberia  the  killing  is  punctuated  by  occasional  periods 
of  exhaustion,  but  the  situation  has  degenerated  into  anar- 
chy. Military  peacekeeping  intervention  by  West  African 
forces,  largely  supplied  by  Nigeria,  was  of  little  help:  Too 
often,  those  soldiers  took  part  in  the  looting  and  killing. 

In  Burundi  and  Rwanda  the  bloodletting  is  beyond 
comprehension.  Three  years  ago,  the  U.N.  inexcusably 
reduced  its  inadequate  Rwanda-based  peacekeeping 
forces  when  the  Hutus  began  attacking  the  Tutsis. 
Within  100  days,  some  500,000  Tutsi  civilians  were 
slaughtered.  If  U.N.  troops  had  been  reinforced  instead 
of  depleted,  that  horror  could  have  been  averted.  Now 
Burundi  is  about  to  explode  in  a  similar  bloodbath. 

In  such  situations,  U.N.  soldiers,  rather  than  fleeing, 
should  be  trained  and  authorized  to  fight  when  necessary. 


THERE'S  NO  SUCH  THING 


as  a  mature  market,  industry  or  com- 
modity. Look  at  steel.  Long  battered  by 
foreign  competition,  steel  was  seeming- 
ly headed  for  the  industrial  graveyard. 
But  lean,  innovative  minimills  arose, 
profitably  changing  the  dynamics  of  a 
nearly  dead  industry. 

Look  at  coffee.  Consumption  peaked 
in  America  in  1962.  You'd  never  know 
it  from  the  explosion  of  high-priced  cof- 
fee shops  and  the  proliferation  of  coffee 
varieties.  Who  would  have  thought  that 
consumers  would  be  attuned  to  the 
differences  between  Kenya  AA  and 


Wife  Sabina,  daughter  Moira  and  I 
queue  up  for  quality  caffeine  kick  on 
campaign  trail  last  March. 


Ethiopia  Yergacheffe?  Value  added  to  a 
commodity?  Dilute  a  shot  of  espresso 
with  steamed  milk  and  a  dollop  of 
foam  and  voila — cafe  latte.  People  like 
me  pony  up  $2  or  more  for  a  cup  of 
the  stuff. 

Designer  jeans  showed  us  that  sew- 
ing somebody's  name  on  the  butt  of 
plain,  old  denim  would  increase  its 
value  twentyfold.  Perhaps,  as  the  elec- 
tric industry  deregulates,  an  enterpris- 
ing executive  will  figure  out  how  to 
offer  Madonna-endorsed  electricity  and 
brands  such  as  Dennis  Rodman  Shocks. 


HECK  OF  A 

The  Alienist— by  Caleb  Carr  (Bantam  Books,  $6.99). 
Superbly  told  tale  of  a  hunt  for  a  serial  killer  in  1890s 
New  York  City.  Psychologists  were  then 
known  as  "alienists"  because  people  felt  the 
mentally  ill  were  "alienated."  In  this  historical 
fiction,  Teddy  Roosevelt,  then  New  York's 
police  commissioner,  initiates,  oversees  and 
protects  (from  politicos  and  department  tradi- 
tionalists) a  special  team  of  investigators  trying 
to  solve  a  series  of  gruesome  murders.  In 
those  days,  standard  detective  work  was  a 
crude,  hit-and-miss  affair.  Combining  dog- 
gedness  with  such  revolutionary  tools  as  psy- 
chology and  fingerprinting  (then  inadmissible 
in  American  courts),  out-of-the-ordinary  sleuths 

track  their  quarry.  Wonderfully  evocative  of  the  age,  this 


WHODUNNIT 

fascinating,  fast-paced  spine-tingler  never  flags. 
Excerpt:  Lucius  gulped  his  Chambertin  nervously.  "It's 
still  theoretical,  Doctor,  and  is  not  accepted  any- 
where in  the  world  as  legal  evidence,  but . . . s  He 
looked  to  Marcus.  Marcus  spoke  confidentially, 
"It's  called  dactyloscopy."  "Oh,"  I  said.  "You 
mean  fingerprinting."  "Yes,"  Marcus  replied, 
"that's  the  colloquial  term." 

"But — *  Sara  broke  in.  "I  mean  no  offense,  De- 
tective Sergeant,  but  dactyloscopy  has  been  rejected 
by  every  police  department  in  the  world.  Its  scien- 
tific basis  hasn 't  been  proven,  and  no  actual  case 
has  ever  been  solved  by  using  it. "  The  scientific  prem  - 
ise  was  that  fingerprints  do  not  change  through- 
out a  person's  lifetime — but  there  were  a  great  many  anthro- 
pologists and  physicians  who  didn 't  yet  accept  that  fact.  H 
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^"Garnet  Coleman  is  a  hero." 


***** 
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—TEXAS  MONTHLY, 


JULY    I  49  5 
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Texas  State  Legislator  Garnet  Coleman 
fought  depression  most  of  his  life. 


But  when  his  father  died,  the  struggle 
became  overwhelming.  Garnet  hid  I 
from  his  family  and  from  life. 


Thanks  to  psychotherapy  ano*~  «^Hp| 
medicine  made  possible  by,  Pfizer 
research,  today  Garnet's  depression  — 

and  his  career -are  under  control. 

\  . 

A  fact  highlighted  when  Texas  Month/y 

(■2.  *5_ 

called  him  a  hero  — for  winning  his 
personal  battle  and  for  the  battles  he 

________ "  "** ' 

fights  on  behalf  of  his  constituents- 
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We're  part  of  the  cure. 
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Always  a  Down  Side 

Health  being  the  chief  blessing  of  life 
after  the  domestic  affections,  the  fact 
that  very  rich  people  have  no  advan- 
tage over  common  people  in  respect 
to  keeping  their  health,  but  rather  are 
at  a  disadvantage,  suggests  strongly 
that  there  is  a  formidable  discount  on 
the  possession  of  great  riches. 
-Charles  W.  Eliot, 
Great  Riches,  published  1906 

On  the  Money 

What  does  it  mean  when  Repub- 
licans and  Democrats  alike  warn  us 
about  the  "pain"  involved  in  cutting 
government  spending — in  their  spend- 
ing less  of  our  money?  For  the  average 
citizen,  what  pain  is  there  in  his  keep- 
ing more  of  his  money  to  invest  it  the 
way  he  wants?  Taxes  cost  people.  Tax 
cuts  do  not  cost  government. 
-Theodore  J.  Forstmann,  found- 
ing chairman,  Empower  America 

Senseless  Slaughter 

Dr.  Isaac  Moses  spends  his  days  dig- 
ging up  hundreds  of  hastily  buried  vic- 
tims of  Liberia's  latest  round  of  fight- 
ing in  more  than  six  years  of  civil  war. 

Bodies  collected  from  fields,  hospital 
grounds  and  shallow  graves  are  trans- 
ported to  municipal  cemeteries.  New 
graves  are  then  dug  and  proper,  usual- 
ly anonymous,  burials  are  performed. 

The  sandy  graves  and  the  corpses 
they  contain  speak  volumes  about  Li- 
beria's peculiar  brand  of  war,  and  the 
remorseless  deaths  at  the  hands  of  child 
soldiers  it  has  served  up  in  abundance. 

"One  woman  took  me  to  a  site 


where  her  husband  had  been  killed, 
and  we  were  able  to  find  the  body," 
Moses  said.  "The  story  she  told  us  of 
his  death  gives  you  an  idea  of  the  kind 
of  horror  people  were  living  with. 
With  the  man  standing  in  the  dis- 
tance, some  fighters  were  bored  and 
decided  to  bet  over  their  marksman- 
ship. Then,  pop,  the  shooter  won." 
-Howard  W.  French, 
New  York  Times 


We  still  live  in  a  society  where  good 
character  traits  are  noticed  and  re- 
warded. Overgrown  governments 
reward  exactly  the  opposite.  The 
worst  rise  to  the  top  in  decaying 
democracies  because  political  success 
is  achievable  through  selfishness, 
raw  ambition  and  disdain  for  others. 
-The  Rev.  Robert  A.  Sirico, 
Wall  Street  Journal 

Crash  Course 

"What's  wrong?"  I  asked  a  student 
who  once  diligently  completed  his 
homework.  He  groggily  grunted.  "I'm 
tired.  I  didn't  get  home  until  11  p.m." 
My  suggestion  was  to  forgo  [his]  job. 
"Then  how  do  I  pay  for  my  car?"  the 
student  asked.  That's  what  these  bleary 
eyes  and  half-done  papers  are  about. 

"My  parents  are  letting  me  get  a 
car,"  one  of  my  brightest  students  en- 
thused. "They  say  all  I  have  to  do  is  get 
a  job  to  make  the  payments."  All.  Pre- 
dictably, during  the  next  few  months, 
her  grades  and  attitude  took  a  plunge. 

Kids  will  have  the  rest  of  their  lives 
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to  own  an  automobile.  By  providing  a 
down  payment  on  a  $12,000  car  and 
stressing  the  importance  of  keeping  up 
the  payments,  parents  are  sending  a 
signal  that  schoolwork  is  secondary.  It's 
up  to  grown-ups  to  let  kids  stay  kids. 
-Lyla  Fox,  high  school 
English  teacher,  Newsweek 

Costing  Us  Dearly 

For  the  average  American,  slower 
growth  since  1989  has  meant  $1,337 
less  income  a  year.  That  translates  into 
an  almost  $3,500  reduction  in  annual 
income  for  the  average  family.  For  the 
federal  government,  slower  growth 
has  reduced  revenues  by  $538  billion 
between  1990  and  1995,  or  roughly 
$90  billion  a  year.  That  added  revenue 
would  cut  this  year's  projected  deficit 
of  $153.6  billion  by  well  over  half. 
-Institute  for  Policy  Innovation 

And  the  Rest  Is  History 

"I  only  hope  you  all  have  learned 
enough,"  Roosevelt  said.  "The  idea 
of  leaving  my  post  without  solving 
this  case  is  not  one  that  I  relish." 

"You  planning  to  quit?"  I  jibed. 

"Nothing  of  the  sort,"  he  replied. 
"But  the  conventions  are  coming  up, 
and  then  the  election.  McKinley  will 
be  our  man,  unless  I'm  mistaken,  while 
the  Democrats  look  as  though  they'll 
actually  be  foolish  enough  to  nominate 
Bryan — victory  will  be  ours  this  fall." 

I  nodded.  "Going  to  campaign?" 

Theodore  shrugged  modestly.  "I've 
been  told  that  I  can  be  of  some  use — 
in  New  York  and  the  western  states." 

"And  if  McKinley  should  prove 
grateful  for  your  help  ..." 

"Now,  John,"  Sara  chided  sarcas- 
tically. "You  know  how  the  commis- 
sioner feels  about  such  speculation." 
-Caleb  Carr,  The  Alienist 

Believe  It 

Representative  John  Travis  of 
Jackson,  La.,  said  (when  opposing 
an  apparently  popular  measure):  "I 
can't  believe  that  we  are  going  to  let 
a  majority  of  the  people  decide 
what's  best  for  this  state." 
-Chuck  Shepherd, 
The  Funny  Times  ■§ 
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If  gnats  had  wheels, 
we'd  make  the  bearings. 


The  Timken  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 

TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330-471-3820 


Want  a  quick  study  in  inefficiency?  Look  at  the  typical  business  office 
today.  Desks  that  were  designed  for  legal  pads  are  now  stacked  with 
computers,  printers  and  fax  machines 
Wires  are  winding  around  like 
confused  snakes.  Holes 
are  punched  through 

walls  to  make  room  for  the  latest  computer  network.  Its  a  mess.  What 
you  need  is  furniture  designed  to  accommodate  todays  technology. 

That  can  hide  wires.  Give  you 
easy  access  to  your  equipment. 
And  even  adapt  to  tomorrows 


breakthroughs.  It's  more  efficient.  It's  more  profitable. 


And  nobody  knows  more  about  it  than  Steelcase 


and  its  dealers.  To  find  out  more,  visit  our  Web 


site,  http://www.steelcase.com.  Or  for  additional 


information,  call  us  at 


1-800-777- 0330,  ext.  201.    A  smarter  way  to  work" 


At  Praxair,  the  Big  Bang  is  considered  the  Golden  Age  of  new  product  development. 

Hydrogen,  oxygen,  krypton  and  other  elements  were  created  during  that  distant 
era.  Of  course,  Praxair  doesn't  hold  patents  on  any  of  them.  But  we've  been  awarded 
thousands  of  patents  on  technologies  that  convert ^^.^^  gases  into  solutions  for 
our  customers. 

The  steel  and  glass 
industries  use  oxygen  for 
cleaner,  more  efficient 
production  processes. 
Krypton  works  wonders 
in  lasers,  lighting  and 
thermal  windows.  As  for 

hydrogen,  we've  teamed  with  scientists  who  hope  to  turn  it  into  the  fuel 
of  the  next  century.  (A  hydrogen  engine's  only  emission  is  pure  water.) 

We  also  apply  our  ingenuity  to  other  gases.  We're  the  world's 
biggest  supplier  of  carbon  dioxide,  which  plays  a  key  role  in  the  food 
and  beverage  industry.  And  helium  isn't  just  for  balloons.  It's  essential 
for  medical  imaging  machines  and  deep-sea  diving  safety. 

This  is  how  we've  become  a  world  leader  in  industrial  gases,  with  annual  sales 
over  $4  billion  and  growing.  Praxair  uses  the  basic  molecules  to  help  our  customers 
prosper  in  the  global  marketplace,  an  environment  that's  fiercely  competitive — yet 
ecologically  uncompromising. 


THE  BIG  BANG" 

Astronomers  now 
date  the  origin  of  the 
universe  at  roughly 
15,000,000,000  B.C. 
It's  been  expanding 
ever  since.  So,  in 
recent  years,  has 
Praxair. 


PRAXAIR 


MAKIN  UR     PLANET    MORE  PRODUCTIVE^ 

For  more  inforn         n:  1  -  8  0  0  -  P  R  AX  A I  R      e-mail:  info@praxair.com  http://www.praxair.com 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


It  is  both  fashionable  and  right  to  refrain  from  captious 
criticism  of  a  President  during  a  foreign  crisis  diat  involves 
the  use  of  American  troops  abroad.  So  it  was  that  initial  reac- 
tions to  Mr.  Clinton's  bombing  raids  on  Iraq  were  mainly 
praise  and  support  for  our  forces.  What  criticism  there  was 
of  the  Administration  called  attention  to  the  fact  that  our 
response  was  too  little  and  probably  would  not  have  been 
necessary  had  we  handled  the  matter  better  from  the  start. 

As  events  have  become  clearer — even  if  our  policy  has 
not — it  seems  proper,  and  not  unsupportive  of  our  armed 
forces,  to  point  out  the  ineptitude  of  Mr.  Clinton's  for- 
eign actions  (not  policy,  as  we  have  no  foreign  policy). 

■  From  the  beginning  of  his  Administration,  President 

Clinton  conveyed  to  Saddam  Hus-   

sein  that  he  was  "not  obsessed  with 
Iraq."  When  Iraq  tried  to  assassinate 
President  Bush  during  his  visit  to 
Kuwait,  Clinton  delayed  any  action 
for  two  months,  and  then  only 
responded  with  a  24 -missile  night 
raid  against  an  empty  building  pur- 
ported to  be  an  intelligence  head- 
quarters. Not  too  much  in  the  way 
of  punishment  or  deterrence  there. 

Next  we  abandoned  our  posi- 
tion of  maintaining  the  U.N. 
trade  embargo  against  Iraq  for  as 
long  as  Saddam  is  in  power  and 
nearly  agreed  to  a  flawed  plan 
allowing  Iraq  to  sell  oil.  Since  April,  Iraq  has  prevented 
U.N.  arms  inspectors  from  determining  whether  it  is 
complying  with  its  promise  to  dismantle  its  nuclear  and 
other  arms  programs.  And  we  have  done  little  beyond 
planning  to  tell  the  U.N.  of  our  concern. 

■  We  missed  the  opportunity  to  aid  strongly — and, 
thereby,  unify — the  Kurdish  factions  in  the  "safe  haven" 
we  carved  out  in  northern  Iraq.  As  a  result,  distrust 
between  the  two  factions  deepened,  eventually  resulting 
in  bloodshed.  When  Iran  recently  provided  arms  to  one 
faction,  the  other,  despite  the  fact  that  Saddam  had 
attacked  them  with  poison  gas,  invited  Saddam  in. 

Our  response  to  the  Iraqi  incursion  into  the  northern  safe 
zone  was  correct — as  far  as  it  went.  We  fired  cruise  missiles 
at  the  Iraqi  air  defense  units  deployed  in  defiance  of  the 
southern  no-fly  zone  and  then  expanded  that  zone  to  with- 


OUR  IRAQ  FAILURES 


Youths  in  an  Erbil  doorway:  Our  lack  of  foreign 
policy  has  condemned  yet  another  generation  of 
Iraqi  Kurds  to  bloodshed. 


in  60  miles  of  Baghdad.  But  we  should  have  launched  major 
attacks  against  the  elite  Republican  Guard,  against  military 
targets  in  Baghdad  and  elsewhere  and  against  Iraqi  troops 
threatening  die  Kurdish  faction  in  the  north.  As  James 
Phillips  of  the  Heritage  Foundation  has  said,  "The  issue  for 
the  U.S.  is  not  so  much  protecting  the  Kurds  from  Iraqi 
aggression  as  diminishing  Saddam's  ability  to  engage  in  any 
act  of  military  aggression  witii  impunity."  And  that  requires 
far  more  than  knocking  out  a  few  easily  repaired  radars. 
■  Through  our  own  ineptitude,  we  have  let  Saddam  Hussein 
fracture  the  vital  coalition  that  helped  win  the  Gulf  war.  Our 
failures  in  the  Middle  East  have  occurred  because  we  lack 
any  policy.  We  ignored  the  needs  of  the  Kurds  and  turned 
  both  factions  from  friends  into  ene- 
mies, with  nothing  in  place  to  pre- 
vent Iraq  from  committing  furdier 
attacks  and  atrocities  against  them. 

As  happened  during  the  Carter 
Administration,  our  allies  are  un- 
derstandably worried  and  tend  to 
be  less  cooperative  when  we  dis- 
play weakness.  The  Saudis  and 
most  other  Mideast  nations  have 
been  highly  critical  of  our  latest 
endeavors.  We  even  managed  to 
insult  Kuwait,  one  of  our  best 
friends,  by  prematurely  announc- 
ing we  were  sending  5,000  troops 
there  before  official  permission 
had  been  given.  Great  Britain  and  Bahrain  have  remained, 
as  always,  steadfastly  loyal.  But  Turkey  (once  one  of  our 
staunchest  NATO  allies),  as  well  as  Saudi  Arabia,  refused 
to  let  us  use  its  facilities  for  air  strikes — not  because  of  its 
new  Islamic  government,  which,  with  a  little  effort,  could 
have  been  persuaded,  but  because  neither  the  Turks  nor 
the  Saudis  have  a  clue  as  to  what  our  intentions  are  in  Iraq. 

If  our  goal  is  to  overthrow  Saddam,  as  it  should  be,  we 
are  not  giving  evidence  of  any  plan  or  resolve  to  do  that,  or 
to  encourage  any  allied  support.  We  should  not  believe  that 
Saddam's  most  recent  activity  is  his  last  provocation.  He 
will  keep  testing  and  probing,  pulling  back  and  dirusting 
forward  like  an  angler — and  his  fish  is  American  resolve. 

Now  more  than  ever,  we  need  a  strong,  skilled  leader. 
But  it  is  our  fate  to  have  instead  the  least  credible  foreign 
policy  President  in  generations.  ■ 
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The  net  is  not  sacred. 

■ 

Or  momentous. 

Or  to  be  spoken  of  in  hushed  tones. 

It's  been  around  since  1969. 

wo  longer  new  or  experimental. 
■  , 
IVs  just  practical. 

■ 

■ 

thenet.isatool.com/useit 


HEWLETT 
PACKARD 


HP  net  tools: 
end-to-end  net  products, 
services  and  support  such 
as  VirtualVault,  OpenView, 
Consulting  Practices, 
web  servers,  networked 
printers  and  more. 


ner  claims  he's  more  generous  than  his  fellow  billionaires, 
e's  more  hot  air  than  real  money  in  many  of  his  charitable  gifts. 

The  Mouth  of  the  South 
puts  his  foot  in  it 


By  Robert  Lenzner 

"That  [Forbes  Four  Hundred]  list 
is  destroying  our  country,"  Ted 
Turner  told  New  York  Times  columnist 
Maureen  Dowd  late  this  summer.  The 
Mouth  of  the  South  was  wound  up. 
"These  new  superrich  won't  loosen  up 
their  wads  because  they're  afraid 
they'll  reduce  their  net  worth  and  go 
down  on  the  list,"  Turner  went  on. 

The  columnist  wrote  approvingly  of 
Turner's  diatribe  against  his  fellow  bil- 
lionaires. Their  swollen  egos  were  pre- 
venting them  from  being  more  gener- 
ous. And  here  was  one  of  their  own 
confirming  it. 

Ted  Turner's  a  pretty  smart  guy,  but 
he's  got  a  justified  reputation  for 
hyperbole.  Either  Ted  was  pulling 
Maureen's  leg  or  he  was  a  bit  con- 
fused that  day. 

Ted  told  the  writer  that  he  had 
talked  with  Bill  Gates  and  Warren  Buf- 
fett  and  that  they  told  him  they  would 
be  more  philanthropic  if  they  got 
more  credit  for  it. 

That  was  news  to  Buffett:  "I  never 
had  such  a  conversation  with  Turner 
or  with  anyone  else,"  says  Buffett. 
Gates  also  denies  having  said  anything 
like  that  to  Turner. 

Turner  further  said  "eventually"  he 
would  give  away  90%  of  his  wealth  to 
a  foundation  that  would  spend  it  pre- 
serving the  environment. 

Well,  yes,  Ted  does  have  a  founda- 
tion. Six  years  old,  it  contains  $150 
million  and  gives  $7  million  a  year  to 
some  300  environmental  and  popula- 
tion-related groups.  That's  hardly 
reckless  giving,  about  7%  of  Turner's 
net  worth. 

Turner  has  a  way  of  exaggerating.  In 
1994  he  annoui  tc     ie  w  as  giving  away 


another  $75  million  in  three  chunks  of 
$25  million  each  for  his  alma  maters, 
Brown  University  and  the  McGallie 
School  in  Chattanooga,  Term.,  and  his 
sons'  alma  mater,  the  Citadel. 

Hold  the  applause.  Turner  didn't 
actually  give  $25  million  to  Brown.  He 
gave  $1  million  in  each  of  the  past 
three  years — $3  million.  He's  promised 
$1  million  in  1997  and  a  final  $1  mil- 
lion in  1998.  In  all,  $5  million. 

What  happened  to  the  other  $20 
million?  He  put  that  much  worth  of 
Turner  Broadcasting  shares  in  a  char- 
itable trust  in  1994.  Each  year 
Brown  pays  him  6%  in  interest 
income — $1.2  million  a  year,  or  $6 
million  after  five  years.  Turner  will  be 
ahead  of  the  game  by  $1  million  at 
the  end  of  five  years. 

Turner  still  votes  these  charitable 
trust  shares.  Brown  can't  touch  them 
until  Turner  dies.  Turner,  now  57, 
could  easily  live  25  years.  The  actuari- 
al present  value  of  that  $20  million  is 
about  $6  million.  Turner,  by  the  way, 
gets  to  use  the  present  value  of  his 
"gift"  as  a  deduction  against  current 
income. 

Early  this  year  Turner  was  in  the 
news  again  for  beneficence.  He 
promised  his  foundation  an  addition- 
al $350  million  in  Turner  Broadcast- 
ing shares.  But  over  the  summer  he 
changed  his  mind. 

"I've  decided  to  keep  my  10% 
holding  [in  Time  Warner]  intact  and 
fund  my  foundation  piecemeal  each 
year,"  he  admitted  to  Forbes.  Why 
did  he  change  his  mind?  By  holding 
on  to  his  shares,  he  assures  that  he 
will  be  the  largest  shareholder  of 
Time  Warner  once  its  merger  with 


Turner  Broadcasting  is  consummated. 

Turner  will  own  10%  of  Time 
Warner.  Thus  he  shades  TCI  Chairman 
John  Malone,  who  has  9%,  Edgar 
Bronfman  Jr.,  whose  Seagram  Co.  con- 
trols 9%,  and  Capital  Group,  a  Los 
Angeles  investment  firm,  with  7.5%. 

Ego,  Ted? 

When  he  sounded  off  against  his 
fellow  richies,  Turner  told  the  sympa- 
thetic Times  columnist:  "My  hand 
shook  when  I  signed  the  papers  [for 
charitable  gifts],  because  I  knew  I  was 
taking  myself  out  of  the  running  for 
the  richest  man  in  America."  (Actual- 
ly he's  in  the  top  50,  with  $2.1  billion, 
up  $200  million  from  last  year. ) 

Some  of  Turner's  fellow  billionaires 
were  steaming  at  his  criticism  of  them 
in  the  Dowd  article.  He  singled  out 
Bill  Gates  and  Warren  Buffett. 

And  well  they  might  steam.  Like 
Turner,  both  these  superbillionaires 
plan  to  give  away  the  bulk  of  their  for- 
tunes— when  they  die.  Like  Turner, 
they  are  in  no  great  hurry  to  shed  the 
power  that  goes  with  their  wealth. 
Unlike  Turner,  they  don't  make  a  big 
deal  of  it. 

Buffett  runs  a  tiny  $20  million 
foundation,  but  the  rest  of  his  money, 
$15  billion,  is  nestled  in  Berkshire 
Hathaway  stock,  where  it  has  been 
compounding  at  29%  a  year  for  the 
past  decade.  Only  a  small  percentage 
of  the  .estate  will  go  to  his  kids  when 
he  dies.  He  told  Forbes  he  plans  on 
leaving  it  to  his  wife,  Susan  Buffett, 
who  in  turn  will  leave  it  to  the  foun- 
dation. Meanwhile,  he's  not  throwing 
the  money  away.  He  could  easily 
finance  his  present  lifestyle  on  1%  of 
his  fortune.  The  rest  continues  to 
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compound.  The  richer  he  gets  while 
on  earth,  the  bigger  the  pot  for  good 
works  when  he  dies. 

Gates,  in  his  most  detailed  interview 
ever  about  his  private  philanthropy, 
told  Forbes  he  has  already  given  away 
$270  million.  His  foundation,  which 
began  operations  only  two  years  ago, 
has  about  $200  million.  It  gives 
mainly  to  higher  education,  popula- 
tion control  and  the  United  Way,  of 
which  Gates  is  a  national  trustee  and 
member  of  its  Alexis  de  Toqueville 
Society  for  major  givers  (see  p.  272). 

Gates  says  he  has  given  away  from 
personal  funds  another  $70  million. 
This  included  large  gifts  to  the  Uni- 
versity of  Washington  for  its  law 
school,  a  molecular  biotechnology 
institute  and  support  for  undergradu- 
ates. Another  $6  million  went  to  Stan- 
ford for  a  computer  science  center. 
Organizations  in  Seattle  got  $3  mil- 
lion for  a  cancer  research  center  and 
$2  million  for  Symphony  Hall. 

Gates  owns  23.6%  of  Microsoft.  He 


implies  that  he  will,  gradually,  give 
away  about  another  3% — worth  $2.4 
billion  in  today's  market. 

But  give  away  the  whole  company? 
It  wouldn't  make  sense  in  Gates'  view. 
Microsoft  is  creating  jobs  and  tech- 
nology^—wealth  that  ultimately 
belongs  to  the  nation.  "I  feel  that's 
where  I  can  have  a  positive  effect  on 
society,  empowering  people  through 
our  products,"  Gates  told  Forbes. 
"This  is  what  I  call  PC  empowerment." 

Gates  makes  an  important  point. 
Who  contributes  most  to  the  nation: 
the  Ford  Foundation,  with  its  support 
of  leftish  causes  and  obscure  scholar- 
ship? Or  Microsoft  and  companies  like 
it,  which  create  wealth  and  knowledge 
that  ultimately  belong  to  the  whole  of 
society? 

So  long  as  he  controls  the  company 
he  can  be  certain  that  it  will  continue 
to  produce  wealth.  "Why  should  the 
founder,  at  40,  do  substantial  liquida- 
tion of  stock  in  order  to  fund  philan- 
thropy?" he  asked.  "I  wouldn't  be 


psychologically  comfortable  reducing 
my  voting  power  below  20%." 

Microsoft  has  a  pilot  program  in 
public  libraries,  installing  PCs  to  enable 
the  PC-less  to  have  access  to  the  Inter- 
net. So  long  as  Gates  is  at  the  helm,  he 
can  be  sure  that  programs  like  this  will 
continue.  Any  day  now,  Gates  told  us, 
this  effort  at  corporate  philanthropy — 
called  "Libraries  Online" — will  be 
expanded  nationally  and  then  global- 
ly. Would  kids  use  libraries  more  if 
they  had  access  to  computers? 

Gates  thinks  so. 

Gates  told  us  he  intends  to  leave 
90%  of  his  estate  to  charity.  His  good 
friend  Buffett,  he  said,  has  convinced 
him  to  leave  very  little  to  his  family. 

In  the  final  analysis,  a  capitalist's 
role  is  to  create  capital — which,  long 
after  he  has  become  a  footnote  in  the 
history  books,  enriches  the  whole  soci- 
ety. Andrew  Carnegie  may  be  remem- 
bered for  his  libraries,  but  it  was  his 
steel  plants  that  made  the  country  rich 
enough  to  support  libraries.  H 
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s  Phil  Knight  isn't  selling  shoes. 

He's  selling  attitude. 

You  are 

what  you 
wear 


By  Randall  Lane 

It's  early  in  the  Summer  Olympics  in 
Atlanta,  and  Nike,  Inc.'s  founder, 
Philip  Hampson  Knight,  is  exactly 
where  he  wants  to  be:  about  ten  rows 
off  the  court,  watching  the  U.S.  bas- 
ketball Dream  Team  pound  its 
Lithuanian  opponents.  Knight  has  a 
vested  interest  in  the  game — 8  of  the 
12  American  players  are  Nike 
endorsers.  But  at  any  given  sports 
event  in  the  world,  it's  tough  for  Phil 
Kiight  to  root  too  avidly:  Lithuania's 
top  player,  Arvydas  Sabonis,  is  a  Nike 
endorser,  too;  like  the  Americans,  his 
sneakers  bear  the  company's 
omnipresent  "swoosh"  logo. 

Kiight  has  built  a  big  company  and 
a  giant  fortune  on  what  a  decade  or  so 
ago  would  have  seemed  an  unlikely 
product:  athletic  shoes.  In  less  than  a 
decade  this  also-ran  sneaker  company 
has  emerged  as  one  of  the  world's 
great  brand  names.  Among  the  1,200 
U.S.  brands  tracked  by  Young  &  Rubi- 
cam,  Nike  ranks  among  the  top  ten, 
alongside  Coke,  Disney  and  Hallmark. 
The  power  of  die  Nike  label  translates 
into  impressive  figures.  In  fiscal  1996, 
ended  May  31,  Nike  sold  $6.5  billion 
worth  of  sneakers,  apparel  and  sports 
equipment,  with  net  profits  topping 
$550  million.  Stop  and  ponder  that:  a 
net  profit  margin  of  8.5%  on  what 
would  seem  to  be  a  commodity  prod- 
uct. Nike's  sales  and  profits  have  grown 
71%  and  80%,  respectively,  since  fiscal 
1994.  Meanwhile,  its  closest  rival,  Ree- 


bok, has  grown  just  9%,  to  $3.6  bil- 
lion, with  profits  sliding  43%,  to  $145 
million. 

This  has  resulted  in  huge  profits  on 
Wall  Street.  Nike  shares  have  quintu- 
pled since  die  beginning  of  1994,  while 
Reebok  trades  at  the  same  price  it  did 
five  years  ago.  Whereas  Nike  and 
Reebok  have  liistorically  been  valued  at 
10  or  12  times  earnings,  Nike's  p/e  is 
now  a  Disney-like  30.  Another  telling 
sign:  Phil  Kiight's  35%  stake  in  Nike 


A  1985  Air  Jordan 

Jordan  picked  up  Prefontaine's  mantle. 


makes  him  the  sixth-richest  person  in 
America,  with  a  recent  net  worth  of 
$5.3  billion.  Only  Bill  Gates,  Warren 
Buffett,  Paul  Allen,  John  Kluge  and 
Larry  Ellison  stand  above  him  on  The 
Forbes  Four  Hundred. 

It's  tempting  to  say  this  kind  of  prof- 
itability can't  last  in  such  an  easy-to- 


copy  product.  Warren  Buffett  would 
not  agree.  His  Geico  Corp.  dumped  its 
3.5-million-share  stake  in  Reebok  last 
year,  but  as  of  its  most  recent  riling  still 
holds  its  2  million  shares  of  Nike.  Buf- 
fett sees  that  Nike  isn't  about  shoes. 
It's  about  entertainment,  fashion — an 
image  much  admired  by  impression- 
able young  consumers. 

Kiight's  success  has  been  based  on 
the  realization  that  shoes  long  ago 
ceased  being  a  luxury  and  are  on  their 
way  to  becoming  a  disposable  con- 
sumer good.  Since  quality  scarcely 
varies  from  shoemaker  to  shoemaker, 
Kiight  has  taken  the  sneaker  and  trans- 
formed it  into  a  status  symbol.  Image 
is  all,  or  nearly  all,  and  as  with  savvy 
fashion  sellers,  there  is  a  new  model  for 
every  season.  There  are  new  baseball 
shoes  in  the  spring,  new  tennis  shoes  in 
the  summer,  hiking  shoes  in  the  fall. 
Year-round  sellers,  such  as  basketball 
and  running  shoes,  are  revamped  quar- 
terly. The  top-selling  Air  Jordan  model 
gets  a  new  color  scheme  every  three 
months.  On  average,  Nike  puts  out 
more  than  one  new  shoe  style  every 
single  day. 

"In  my  era,  kids  grew  up  knowing 
their  cars,"  says  Knight.  "The  kids 
nowadays  grow  up  knowing  their 
shoes."  Teenagers  clustered  at  almost 
any  Foot  Locker  or  Sports  Authority 
store  can  talk  in  staggering  detail  about 
the  comparative  benefits  of,  say,  the 
1994  and  1996  Air  Jordans. 

Far  more  than  its  competitors,  Nike 
has  mastered  that  hard-to-define  con- 
cept known  as  "cool,"  particularly 
among  die  under-30  crowd.  Coke  and 
Disney  connote  Americana  and  whole  - 
someness.  Young  &  Rubicam's 
research  shows  that  Nike  scores  points 
for  attitude,  for  irreverence.  Nike  spent 
almost  $10  million  during  the  recent 
Olympics  airing  a  jarring  TV  ad  entided 
"Search  and  Destroy,"  which  paints 
Olympic  athletes  as  fiill- fledged  war- 
riors, kicking,  jumping,  falling — what- 
ever it  takes  for  victory — all  framed  by 
a  crescendo  of  punk  rock  music.  The 
spot  ends  with  a  runner  vomiting  vio- 
lendy,  and  a  bloody  mouthpiece  sailing 
across  an  image  of  the  Nike  logo.  Very 
in-your-face. 

Twentieth-century  Americans,  wrote 
Daniel  Boorstin,  affiliate  themselves 
less  by  their  political  or  religious  beliefs 
than  by  what  they  consume.  Knight 
has  made  it  cool  to  be  a  Nike  con- 
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Philip  Knight, 
at  Nike 

headquarters  in 
Beaverton,  Ore. 
"How  did  John 
Kennedy  become 
a  war  hero?"  he 
asks.  "They  sank 
his  boat."  When 
the  Reebok  torpe- 
do hit  Nike,  this 
ultimate  "Nike 
Guy"  decided 
Madison  Avenue's 
selling  power 
wasn't  so  bad 
after  all. 


sumer.  Highly  polished  brogues  aren't 
cool — flashy,  high-tech  sneakers  are. 

So  familiar  has  the  Nike  logo 
become  to  its  target  audience  that  both 
the  sneakers  and  the  $1.5  billion  worth 
of  nonshoe  products  Nike  markets  no 
longer  even  bother  to  carry  the  name 
Nike — just  the  Nike  logo,  that  curvy, 
speedy-looking  blur  that  has  become  as 
ubiquitous  as  Mickey  Mouse.  When 


some  words  are  called  for,  Nike 
uncorks  its  indelible  and  equally  ubiq- 
uitous slogan:  "Just  do  it." 

All  this  savvy  begs  the  question: 
How  did  Phil  Knight,  a  shy  58-year- 
old  track  geek  who  spent  the  first  two 
decades  of  his  business  career  harbor- 
ing a  deep  dislike  for  advertising  and 
spin,  evolve  into  one  of  the  great  mar- 
keters of  his  time?  Knight  responds  to 


that  with  a  "just  do  it" -inspired  ques- 
tion of  his  own.  "How  did  John  Ken- 
nedy become  a  war  hero?"  he  asks, 
before  pausing.  "They  sank  his  boat." 

Knight's  boat  received  a  powerful 
hit  back  in  1987,  when  Stoughton, 
Mass. -based  Reebok  came  from 
nowhere  to  blow  past  Nike.  Up  until 
then,  Nike  had  been  the  classic  entre- 
preneurial success  story. 
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Testing  the  wares  at 
Chicago's  Nike  Town 
It  isn't  unusual 
for  teenagers  to 
buy  three  pairs  of 
shoes  during  one 
Nike  Town  visit. 
Coming  soon:  a 
New  York  Nike 
Town  and  three 
other  stores. 


As  a  student  at  Stanford  Business 
School,  Knight,  a  former  University  of 
Oregon  track  star,  wrote  a  paper  on 
how  Japanese  labor  could  be  used  to 
create  a  cheaper,  better  running  shoe. 
Visiting  Japan,  he  discovered  Onitsuka 
Tiger  Co.,  which  made  its  own  inex- 
pensive, high-quality  running  shoes. 
Back  home,  Knight  teamed  up  with  his 
old  college  track  coach,  William  Bow- 
erman,  and  in  1964  they  each  kicked  in 
$500  to  import  Tigers,  which  Knight 
began  selling  from  his  car  at  high 
school  track  meets. 

Worried  that  Tiger  would  find  a 
more  established  distributor,  Knight 
and  Bowerman  developed  their  own 
brand  name,  Nike,  after  the  Greek 
winged  goddess  of  victory.  A  local 
design  student  at  Portland  State  got 
$35  to  develop  the  logo.  Then  Bower- 
man,  now  85,  experienced  his  now- 
famous  epiphany.  "I  was  looking  at  my 
wife's  waffle  iron,  and  I  thoi  it 
looked  like  a  pretty  good  traction 


1990  Air  Jordans 

A  color  per  quarter,  a  model  per  ye. 


device,"  remembers  Bowerman,  who 
has  sold  most  of  his  Nike  stake  to 
Knight  over  the  years,  but  is  still  on 
Nike's  board.  With  the  waffle-sole 
innovation,  introduced  in  1972,  Nike 
began  designing  its  own  shoes  and 
contracting  production  to  Asian  job 
shops.  They  were  perfectly  timed  to 


cash  in  on  America's  running  boom 
during  the  1970s.  Sales  were  less  than 
$3  million  in  1972.  By  1980,  when  it 
went  public,  at  the  equivalent  of  $2.75 
a  share  on  the  present  $124-a-share 
stock,  Nike  was  selling  almost  $270 
million  worth  of  running,  basketball 
and  tennis  shoes. 

In  1983  Nike's  payroll  had  grown  to 
4,300,  and  by  1986  sales  had  hit  $1 
billion,  but  then  the  Reebok  torpedo 
slammed  into  the  hull.  The  torpedo 
came  in  the  form  of  marketing. 

Phil  Knight's  idea  of  running  the 
company  was  to  make  high-quality, 
low-cost  shoes,  get  some  top  athletes 
to  endorse  them  and  let  his  sales  force 
sell  the  product.  There  was  an  ama- 
teur's purity  to  this  approach.  "We 
were  the  children  of  Holden 
Caulfield,"  says  Knight.  "Nobody  liked 
the  phoniness  or  the  hypocrisy  of  the 
establishment,  including  the  business 
establishment." 

Paul  Fireman  had  no  such  reserva- 
tions. Reviving  Reebok,  an  old  English 
brand  (see  p.  261),  Fireman  began 
pitching  Reebok's  leather  shoes  as  a 
fashion  item  for  the  trendy  aerobic 
workout  crowd.  Reeboks  became  cool, 
while  Nike  retained  a  sort  of  utilitarian 
image.  Between  1986  and  1987, 
Nike's  sales  dropped  18%;  profits  sank 
over  40%. 

Phil  Knight  didn't  know  much 
about  advertising.  But  as  an  old  athlete 
himself — he  once  logged  a  4:10  mile — 
Knight  did  understand  sports,  which 
he  calls  "the  culture  of  the  U.S.,  the 
language  of  the  world."  People  don't 
root  for  a  product,  Knight  reckoned, 
but  for  a  favorite  team  or  a  courageous 
athlete.  Nike  would  sell  not  shoes  but 
the  athletic  ideals  of  determination, 
individuality,  self-sacrifice  and  winning. 
Nike  had  always  sponsored  athletes.  It 
drew  the  enmity  of  the  track  commu- 
nity as  early  as  1973  by  paying  star 
runner  Steve  Prefontaine  to  wear  Nike 
shoes  at  a  time  when  under-the-table 
handouts  were  the  norm.  Now,  with 
his  company  at  risk,  Knight  went  all 
the  way. 

Prefontaine,  who  died  in  a  car  crash 
in  1975,  had  long  been  the  spiritual 
model  of  what  people  around  compa- 
ny headquarters  uniformly  dub  a  "Nike 
guy" — a  brilliant  athlete  with  a  com- 
petitive attitude  and  an  iconoclastic 
personality.  Flis  successor  was  Michael 
Jordan,  the  Chicago  Bulls  star  now  rec- 
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1996  Air  Jordans 

"Kids  grow  up  knowing  their  shoes." 


ognized  as  the  best  basketball  player  in 
history.  Calling  in  an  unknown  but 
innovative  Portland,  Ore. -based  ad 
agency,  Wieden  &  Kennedy  (see  box,  p. 
46),  Knight  used  Jordan  to  give  Nike  a 
makeover.  Spike  Lee,  a  young  movie 
director  with  attitude,  filmed  spots  that 
lionized  Jordan  as  the  man  whose  hard 
work  (and  fancy  shoes)  enables  him  to 
fly.  Roughly  35  Nike  ads  later,  Jordan 
is  the  most  popular  athlete  in  the  coun- 
try, according  to  New  York- based  Mar- 
keting Evaluations. 

Nike  headquarters  in  Beaverton, 
Ore.  is  today  a  shrine  to  athletics,  with 
hundreds  of  bronze  plaques  and  giant 
banners  of  Nike-backed  athletes;  the 
complex  is  surrounded  by  miles  of  run- 
ning trails  and  a  giant  lake. 

Today  Nike  probably  pays  out  $100 
million  a  year  to  get  athletes  to  use  and 
pitch  Nike  products.  As  Nike  regained 
its  momentum,  Knight  recruited  a 
whole  team  of  athletes:  John  McEn- 
roe, then  Andre  Agassi  in  tennis;  Nolan 
Ryan  in  baseball;  Deion  Sanders  in 
football;  Carl  Lewis  and  Alberto 
Salazar  in  track;  football/baseball  star 
Bo  Jackson  for  multisport  shoes.  And 
a  bunch  of  basketball  players,  including 
Charles  Barkley  and  Scottie  Pippen. 

This  stable  of  athletes  from  different 
sports  enables  Knight  to  segment  the 
market  but  at  the  same  time  build  a 
single  brand.  By  defining  each  sport  as 
a  separate  category  rather  than  just 
lumping  athletic  shoes  together, 
Knight  also  broadens  his  base.  And  by 
focusing  its  sponsorships  on  individual 
athletes  over  events  or  leagues,  Nike, 
despite  its  size,  maintains  its  cool,  out- 
sider image. 

Here's  how  well  this  strategy  has 


worked:  The  average  American  teenag- 
er now  buys  ten  pairs  of  athletic  shoes 
a  year,  six  for  specific  sports,  four  for 
fashion.  For  Nike,  that  translates  into  6 
million  teenagers  buying  over  $1  bil- 
lion worth  of  Nike  shoes. 

Knight's  marketing  machine  was  in 
classic  form  at  the  Olympics  this 
summer.  Nike  wasn't  a  sponsor.  Knight 
let  companies  like  Coke,  Sara  Lee  and 
Anheuser-Busch  fork  over  up  to  $40 
million  each  for  the  privilege  of  putting 
Olympics  rings  on  their  products.  Nike 
permeated  the  event  by  sponsoring 
hundreds  of  individual  athletes  and 
teams,  who  repaid  by  sporting  the 
swoosh  on  their  uniforms  and  shoes. 
Just  outside  Centennial  Olympic  Park, 
where  most  of  the  official  sponsors 
were  shoehorned  in  booths,  Knight 
turned  a  four-story  parking  garage  into 
Nike  Park,  with  basketball  shooting 
contests,  sneaker  models,  a  Nike  store 
and  odes  to  Nike  athletes.  All  this  plus 
$30  million  for  advertising,  including 


the  violent  "Search  and  Destroy"  TV 
spot,  and  billboards  throughout 
Atlanta  that  flipped  the  touchy-feely 
Olympic  ideal  on  its  head,  proclaiming: 
"You  don't  win  silver,  you  lose  gold." 
A  stranger  wandering  onto  the  scene 
might  have  concluded  that  the  Games 
were  a  promotion  for  Nike.  In  a  way, 
they  were. 

Aware  that  business  people,  like  ath- 
letes, need  a  challenge,  Phil  Knight  has 
challenged  his  15,500  employees  to 
make  Nike  a  $12  billion  company  by 
the  end  of  the  decade.  To  achieve  this 
13%-a-year  growth  target,  Knight  is 
branching  into  women's  sports,  sign- 
ing up  dozens  of  top  women  athletes 
and  backing  them  up  with  heavy 
spending.  Here,  too,  Knight  is  as  con- 
temporary as  you  can  get.  In  ads  now 
airing,  little  girls  implore  their  parents 
to  give  them  a  ball  instead  of  a  doll. 

Coca-Cola  has  conquered  the  world. 
Why  not  Nike?  Knight's  statistic  of  the 
moment:  While  the  average  American 


U.S.  Olympic 
basketball  team 
member— and 
Nike  endorser- 
Reggie  Miller 
Nike  was  not  an 
official  sponsor 
of  this  summer's 
Olympic  Games, 
but  a  lot  of  peo- 
ple thought  it 
was.  Heavy  ad 
spending  is 
only  part  of 
the  explanation. 
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spends  $12  a  year  on  Nike  products, 
the  average  German  spends  just  $2. 
Knight's  agents  are  at  work  to  close  the 
spending  gap,  signing  up  the  best  ath- 
letes in  each  country  to  push  Nike 
products  locally — baseball  player 
Hideo  Nomo  in  Japan,  the  Boca 
Juniors  soccer  team  in  Argentina,  Ger- 
many's Formula  I  race  car  champion 
Michael  Schumacher.  All  "Nike  guys" 
who'll  thumb  dieir  noses  at  social  con- 
ventions while  succeeding  brilliantly  on 
the  playing  fields.  What  the  world's 
yuppies  would  like  to  do,  but  can't. 
Just  as  ordinary  folks  once  went  to  die 
movies  to  experience  life  as  lived  by 
glamorous,  beautiful  people,  they  now 
dress  in  symbols  associated  with  what 
they  would  like  to  be — but  aren't. 
Shoes?  Or  show  biz?  A  mixture,  of 


course.  Nike  Town  stores  feature  com 
mcrcials  blaring  on  multiscreen  televi- 
sions. Basketball  courts  allow  cus- 
tomers to  try  out  shoes.  Gear 
autographed  by  Nike  athletes  abounds. 
Each  sport  has  its  own  room  in  the 
store;  it  is  not  unusual  for  customers  to 
buy  three  or  four  pairs  of  shoes  in  a 
single  visit. 

Opened  tiiree  years  ago,  the  Chica- 
go Nike  Town  now  ranks  with  the 
Navy  Pier  and  die  Lincoln  Park  Zoo  as 
one  of  die  city's  top  tourist  attractions. 
There  are  now  six  Nike  Towns,  with  a 
brand-new  90,000-square-foot  model 
debuting  on  New  York's  57th  Street  in 
November — Nike  Town's  New  York 
rent,  says  landlord  Donald  Trump,  is 
about  $10  million  a  year.  Three  more 
Nike  Towns  are  scheduled  to  open 


next  year.  The  stores  move  merchan- 
dise, of  course.  More  than  that,  they 
enhance  the  all-important  image. 

Extending  the  brand  over  a  broader 
array  of  products,  Nike  has  expanded 
into  in-line  skates,  swimwear,  hockey 
equipment,  even  sports  sunglasses. 
Knight  feels  he  can  leverage  the  Nike 
image  almost  without  limit,  as  long  as 
Nike  stays  within  sports. 

Reminded  that  lots  of  older  people 
find  Nike  ads  revolting,  Knight  just 
shrugs.  "It  doesn't  matter  how  many 
people  you  offend,"  he  says,  "as  long 
as  you're  getting  your  message 
to  your  consumers.  I  say  to  those 
people  who  do  not  want  to  offend 
anybody:  You  are  going  to  have 
a  very,  very  difficult  time  having 
meaningful  advertising."  NB 


The  Nike 
connection 

In  1982,  Dan  Wieden's 
tiny  Portland,  Ore. -based 
ad  agency,  Wieden  & 
Kennedy,  had  just  secured 
Nike's  account  for  run- 
ning magazines.  Wieden 
introduced  himself  to 
Nike's  founder  and  was 
greeted  with: 

"Hi,  I'm  Phil  Knight, 
and  I  hate  advertising." 

Wieden  didn't  lose  a 
beat.  He  said  he  hated 
most  advertising  himself. 
So  when  Knight  handed 
him  the  rest  of  Nike's 
advertising  business  in 
1985,  Wieden  set  out  to 
design  a  campaign  that 
was  different.  Nike  ads 
almost  never  pitch  prod- 
uct— or  even  mention  the 
company's  name.  They 
create  a  mood,  an  atti- 
tude, and  then  associate 
the  product  with  that 
mood.  Call  it  image  trans- 
fer. Cool  ads,  cool  prod- 
uct. As  Wieden  puts  it: 
"We  don't  set  out  to  make 
ads.  The  ultimate  goal  is 
to  make  a  connection." 

This  is  scarcely  a  new 
concept  in  advertising. 


Michael  Jordan  with  fellow  Nike  pitchman  Bugs  Bunny 

The  ads  are  predictably  unpredictable,  and  often  offensive. 


Attractive  women  have 
been  used  as  come-ons  as 
long  as  there  has  been 
advertising.  Companies 
like  Coca-Cola  and  Philip 
Morris  have  long  sold 
"connection."  Its  skill  in 
bringing  "connection" 
into  the  late  1990s  has 
brought  Wieden  & 
Kennedy,  with  just  380 
employees,  three  major 
accounts:  Microsoft,  Coke 
and  Nike.  The  agency's 
annual  billings  now  top 
$700  million. 

For  one  of  its  first  Nike 
ads,  Wieden  &  Kennedy 
licensed  the  Beaties'  song 


"Revolution" — the  first 
time  a  Beatles  recording 
had  ever  been  licensed  for 
advertising  purposes — and 
used  a  hip  but  inexperi- 
enced young  director  to 
juxtapose  clips  of  Nike 
athletes  like  Michael 
Jordan  and  John  McEnroe 
against  shots  of  regular 
people  playing  sports.  It 
was  designed  to  suggest  to 
the  world  that  real  athletes 
prefer  Nike.  Buy  our  shoes 
and  play  better — or  at 
least  feel  better  about 
yourself. 

Deciding  to  "rip  away  at 
the  Mary  Poppins  aspect 


of  the  Olympics,"  Wieden 
created  this  summer's 
"Search  and  Destroy"  ad 
that  many  TV  stations 
were  too  shocked  by  to 
run.  Nike  shocks — and 
gets  attention — by  using 
unexpected  humor  as  well: 
This  fall  Nike  is  running 
ads  for  football  shoes  that 
feature  the  popular  TV 
show  Seinfeld's  Jerry 
Stiller  as  a  Borscht  Belt 
reincarnation  of  legendary 
coach  Vince  Lombardi. 

In  August  Knight 
forked  over  an  estimated 
$40  million  to  secure  the 
endorsement  services  of  a 
20-year-old  golfer  named 
Tiger  Woods,  who  had 
just  won  his  third  consec- 
utive national  amateur 
championship.  Within 
three  days  Wieden 
churned  out  an  ad  ignor- 
ing Woods'  nice-guy 
demeanor  and  instead 
claimed  that  the  phenom, 
who  is  part- black,  part- 
Asian,  can't  play  at  many 
segregated  golf  clubs. 
We're  not  just  canvas  and 
leather  shoes,  the  ad  pro- 
claims. We're  hip — and 
broad-minded — too.  Phil 
Knight  loved  the  spot. 
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Can  we  get  dynamic  Intranet  access? 
Can  users  navigate  quickly,  intuitively? 


get  secure  access  worldwid 


et  it  now? 


Hyperion  Software  offers  the  most  "can  do"  financial  management  solutions- 
accounting,  budgeting,  reporting  and  analysis.  Now,  with  the  availability  of  our 
new  Spider-Man  Intranet  application,  users  have  dynamic,  interactive  access 
to  all  Hyperion  solutions  through  standard  web  browsers  and  the  Internet. 

Providing  intelligent  access  to  reports  and  charts  from  Hyperion's  product 
suite,  our  Spider-Man  application  makes  it  easy  for  users  to  navigate  through, 
analyze  and  report  against  your  critical  information.  And  our  new  information 
access  solution  fully  leverages  our  Common  Data  Access  (CDA)  technology. 

Integration  with  other  web  sites  is  possible  by  incorporating  other  Internet 
applications  directly  with  the  Spider-Man  application.  In  addition,  hotlinks  can 
be  made  to  other  web  sites  and  you  can  write  and  include  your  own  Java  applets. 

More  than  2,700  companies  are  working  and  winning  with  Hyperion  Software 
right  now.  A  strong,  proven  record  of  financial  applications  expertise  has  earned 
us  credibility  and  valued  relationships  with  CFOs,  Corporate  Controllers,  ClOs, 
and  their  staffs. 

Can  Hyperion  Software  really  deliver  this  latest  advancement  in  technology 
NOW? 

YES!  Contact  us  to  find  out  how.  And  visit  our  site  on  the  World  Wide  Web 
at  http://www.hysoft.com. 

1-800-286-8000 

info@hysoft.com 


MARVEL  COMICS.  SPIDER-MAN:  TM  &  ©  1996  MARVEL  CHARACTERS.  INC 


1th  help  from  millions  of  pieces  of  plastic, 

ming  Alfred  Lerner  rescued  a  bank  and  became  a  billionaire. 


Al  Lerne^s 
got  an  affinity 


By  Suzanne  Oliver 


M 


Alfred  Lerner  with  some 
of  MBNA's  affinity  cards 
Goldman,  Sachs  agreed 
to  take  MBNA  public, 
but  only  if  Lerner  bought 
10%  of  the  issue. 


A  Saturday  in  September  1990. 
Rumors  of  bank  failure  were  in  the  an- 
as real  estate  prices  fell  and  junk  bond 
deals  came  undone.  The  directors  of 
MNC  Financial,  a  $27  billion  (assets) 
Baltimore-based  bank,  were  nervous- 
ly gathered  in  a  conference  room  in 
Greenbelt,  Md.  Federal  regulators, 
having  just  closed  down  the  Bank  of 
New  England,  were  examining  MNC, 
which  had  one  of  the  highest  concen- 
trations of  real  estate  loans  of  any  bank 
in  the  country,  mnc's  nonperforming 
loans  were  on  their  way  to  becoming 
20%  of  all  loans.  Chairman  and  Chief 
Executive  Alan  Hoblitzell  had  just 
resigned.  "The  regulators  were  look- 
ing for  an  opportunity  to  take  us  out," 
recalls  Frank  Bramble,  an  officer  who 
would  later  run  the  bank. 

All  eyes  turned  toward  a  slight, 
balding  fellow  from  Cleveland 
named  Alfred  Lerner.  A 
former  furniture  sales- 
man,   Lerner  had 
become  mnc's  largest 
shareholder  when  a 
bank  in  which  he 
owned  a  large  posi- 
tion was  acquired  by 
MNC  nine  months 
earlier.    Now  the 
stock  Lerner  had 
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accepted  in  that  merger  was  worth  just 
$49  million,  less  than  one-third  its 
value  when  the  deal  went  through. 

Lerner  accepted  the  challenge  of 
rescuing  MNC. 

Today  Lerner  is  worth  $1.4  billion, 
largely  because  he  took  that  job.  But 
there  were  anxious  months  when 
MNC's  survival  hung  in  the  balance. 

At  one  point,  when  he  was  on  the 
verge  of  raising  a  lot  of  money  by 
selling  shares  in  one  of  the  bank's 
best  assets,  the  federal  regulators 
almost  kiboshed  the  deal.  They  had 
not  yet  agreed  to  give  up  their  claims 
on  the  asset  if  the  bank  should  later 
fail.  With  that  encumbrance  hanging 
over  it,  the  deal  couldn't  go 
through.  Lerner  and  his  lawyers 
scribbled  out  a  press  release  that 
essentially  declared  MNC's  bankrupt- 
cy. That  was  something  the  bureau- 
crats didn't  want  on  their  hands. 
They  freed  the  asset  for  sale.  Today 
that  press  release  hangs  framed  on 
the  wall  of  Lerner's  Cleveland  office. 

This  was  but  one  hairy  episode 
among  coundess  others.  The  Monday 
morning  after  he  was  named  MNC's 
chief  executive,  Lerner  began  the  first 
of  hundreds  of  20-hour  workdays  at 
MNC.  Herding  all  senior  MNC  execu- 
tives into  a  conference  room,  he  said 
simply:  "We  are  not  going  to  fail.  Any- 
body who  believes  we  are  going  to 
fail,  I  don't  want  on  my  team." 

"From  that  point  on  I  knew  he  was 
going  to  save  the  company,"  recalls 
Bramble. 

Lerner  formed  his  executives  into 
two  teams:  one  to  start  working  out 
MNC's  problem  loans,  the  other  to 
begin  selling  assets  to  repay  MNC's 
$4.8  billion  outstanding  debt — mostly 
short-term  paper.  Timely  repayment 
would  convince  the  other  creditors — 
and  the  Office  of  the  Comptroller  of 
the  Currency — that  the  bank  would 
not  fail.  Lerner  explained  his  plan  to 
MNC's  major  creditors. 


Money  from  the  asset  sales  began  to 
trickle  in.  "In  some  cases,  it  was  liter- 
ally hours  before  the  loan  payment 
was  due  that  we  sold  the  assets  and 
got  the  money,"  recalls  Bramble.  "It 
was  that  wild."  Lerner  sold  MNC's 
equipment-leasing  division  to  Gener- 
al Electric  just  days  before  he  used  the 
proceeds  to  repay  $275  million  in 
bond  and  bank  debt. 

But  this  wasn't  enough.  Lerner 
needed  to  sell  a  big  asset,  and  the  only 
viable  candidate  was  MBNA,  the  bank's 
$7  billion  (assets)  credit  card  sub- 
sidiary. This  was  a  very  valuable  prop- 

"In  some  cases,  it  was 
hours  before  the  loan 
payment  was  due 
that  we  got  the  money. 
It  was  that  wild." 

erty.  Since  its  founding  in  1982, 
mbna's  strategy  has  been  to  sign  up 
endorsing  organizations — affinity 
groups — such  as  Georgetown  Univer- 
sity, the  National  Education  Associa- 
tion and  the  American  College  of  Sur- 
geons. The  cards  are  then  marketed  to 
people  associated  with  these  groups 
(Georgetown  alumni,  say,  or  teachers) 
who  want  to  say  who  they  are  every 
time  they  whip  out  their  credit  cards. 
The  affinity  organizations  supply 
MBNA  with  prospective  customer  mail- 
ing lists  and  often  receive  a  small  per- 
centage of  every  transaction.  The 
groups'  members  seem  to  be  ideal 
customers:  They  spend  more  and 
default  less  than  the  industry  averages. 

By  the  end  of  1990  mbna's  cards 
were  already  endorsed  by  1,367  dif- 
ferent affinity  groups  and  MBNA  was 
the  country's  fourth-largest  card  com- 
pany. Lerner  wanted  at  least  $1  billion 
for  the  business.  A  handful  of  poten- 
tial buyers  examined  the  books,  but 
none  submitted  a  bid. 


"We  were  pleading  with  them  to 
buy  it,"  says  Lerner.  "But  I  believe 
they  thought  they  might  get  a  better 
price  after  the  regulators  shut  us 
down." 

One  option  remained.  Lerner 
decided  to  sell  MBNA  to  the  public.  At 
the  time  no  one  had  taken  a  stand- 
alone credit  card  company  public,  but 
Goldman,  Sachs  agreed  to  lead  the 
deal.  This,  however,  was  the  asset  the 
federal  regulators  had  been  reluctant 
to  release.  Lerner  solved  that  problem 
with  his  sltillful  negotiation.  Goldman, 
Sachs  also  insisted  that  Lerner  show 
his  good  faith  by  buying  10%  of  the 
shares,  a  $100  million  personal  state- 
ment of  his  confidence  in  mbna's 
future. 

Lerner  had  no  hesitation  about  thus 
giving  hostage  to  fortune.  "I  knew  the 
business  was  sensational,"  he  says.  But 
then  he  had  to  hit  the  road  with  Gold- 
man, Sachs'  road  show  to  sell  the 
other  $900  million  worth.  At  the  end 
of  each  presentation  he  would  stand 
up  and,  fat  Cuban  cigar  in  hand,  tell 
the  prospective  investors  and  under- 
writers: "I  think  this  deal  is  so  great  I 
am  going  to  buy  $100  million 
worth." 

It  was  a  hard  sell.  The  Gulf  war  had 
just  broken  out,  and  the  market  was 
falling.  Even  though  MBNA  earnings 
were  growing  at  a  20%  clip,  it  went 
public  in  January  1991  at  a  mere  eight 
times  trailing  earnings.  And  that  was 
with  some  extra  support  from  Lerner. 
He  picked  up  another  $50  million 
worth  of  MBNA  stock  in  the  IPO  on 
behalf  of  Progressive  Corp.,  where 
Lerner  wore  the  chairman  and  chief 
investment  officer  hats  at  the  time. 

By  July  1991  Lerner  gave  the  chief 
executive  spot  at  MNC  to  Frank  Bram- 
ble. Two  years  later  they  sold  a 
cleaned-up  MNC  to  NationsBank  for 
$1.4  billion — ten  times  its  value  after 
hitting  rock  bottom  at  1%  in  1991. 
Today  Lerner's  old  MNC  shares  are 
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A  NO  T  H  E  R   INVESTOR'S  ADVANTAGE: 

No-loads. 


Proven 
performance. 


Four  select  growth  funds. 

average  annual  total  returns* 


1  Year 

5  Year 

1 0  Year 

Strategist  Growth  Fund  from 
American  Express 

29.1% 

19.2% 

14.1% 

INVESCO  Dynamics  Fund 

26.0% 

21.5% 

14.2% 

Founders  Growth  Fund 

34.2% 

21.6% 

15.2% 

Stein  Roe  Capital  Opportunities 

65.1% 

26.9% 

14.0% 

100%  No-load 


Over  the  past  10  years,  these  carefully  selected  mutual  funds 
from  American  Express  Financial  Direct  have  produced 

impressive  investment  returns. 
Of  course,  past  performance  is  no 
guarantee  of  future  results.  These  four  are  just  some  of  the 
many  well-known,  no-load  funds  we  offer  with  no  transaction 
fees  for  a  minimum  investment  of  $2,000. 

Licensed  financial  consultants  are  ready  to  provide  information 
and  advice  on  mutual  funds,  money  market  funds,  discount 
brokerage,  and  more.  Whatever  you  request,  you'll  receive  the 
exceptional  service  you  expect  from  American  Express. 


Financia 
Direct 


For  a  prospectus  on  any  of  these  growth  mutua 
funds  with  no  loads  or  transaction  fees,  cal 

1800AXP-2011 

2  9  7  -  2  0  1  1 


*  Average  annual  total  returns  are  for  the  periods  ending  6/30/96,  and  include  changes  in  principal  value,  reinvested  dividends  and  capital  gains  distribution 
Investment  return  and  principal  value  will  vary  and  shares  may  he  worth  more  or  less  at  redemption  than  at  original  purcliase.  Strategist  Growth  Fund  invests  i 
assets  in  Growth  Portfolio,  of  Growth  Trust.  The  Portfolio's  predecessor  fund,  IDS  Growth  Fund,  has  been  in  existence  since  March  J  972.  The  performam 
shown  is  based  in  part  on  the  historical  performance  of  the  predecessor  fund,  which  also  invests  its  assets  in  Growth  Portfolio.  The  performance  shown  represen 
performance  of  the  predecessor  fund  prior  to  3/20/95  and  of  the  predecessor  fund's  Class  A  shares  from  3/20/95  through  6/30/96,  adjusted  to  reflect  the  absent 
of  sales  charges.  The  historical  performance  has  not  been  adjusted  for  any  difference  between  the  estimated  fees  and  expenses  of  the  Fund  and  the  historical  fe 
and  expenses  of  the  predecessor  fund.  For  more  complete  information,  including  charges  and  expenses,  please  call  for  a  prospectus.  Read  it  carefully  before  yc 
invest  or  send  money.  American  Express  Service  Corporation,  Distributor. 


ANOTHER   INVESTOR'S  ADVANTAGE 


Ten  years  of 
beating  the  S&P. 


No  load. 


The  Strategist  Growth  Fund  from  American  Express 


Average  Annual  Total  Returns  (As  of  6/30/96)* 
1  Year  5  Year  10  Year 

29.1%  19.2%  14.1 

Standard  8c  Poor's  500  Index 
26.0%  15.7%  13.8% 


0 


100%  No-load 


The  Strategist  Growth  Fund  from 
American  Express  Financial  Direct  has 
outperformed  the  Standard  8c  Poor's 
500  Index  over  the  past  1-,  5-  and  10-year  periods  on  an  average 
annual  total  return  basis.  Of  course,  past  performance  is  no  guar- 
antee of  future  results. 

You  can  get  started  with  as  little  as  $2,000.  Licensed  financial 
consultants  are  ready  to  discuss  the  wide  range  of  financial 
products  from  American  Express  designed  to  meet  a  variety  of 
investment  goals.  Whatever  you  request,  you'll  receive  the  excep- 
tional service  you  expect  from  American  Express. 


Financial 
Direct 


For  a  Strategist  Growth  Fund  prospectus 
— with  no  load  or  transaction  fee,  call 

1800AXP-2011 

2  9  7  -  2  0  1  1 


*  Average  annual  total  returns  are  for  the  periods  ending  6/30/96,  and  include  changes  in  principal  value,  reinvested  dividends  and  capital  gains  distributions.  Investment 
return  and  principal  value  will  vary  and  shares  may  he  worth  more  or  less  at  redemption  than  at  original  purchase.  Strategist  Growth  Fund  invests  its  assets  in  Growth 
Portfolio  of  Growth  Trust.  Tlie  Portfolio's  predecessor  fund,  IDS  Groxi'th  Fund,  has  been  in  existence  since  March  1972.  The  performance  shown  is  based  in  part  on  the 
historical  performance  of  the  predecessor  fund,  which  also  invests  its  assets  in  Growth  Portfolio.  Tlie  performance  shown  represents  performance  of  the  predecessor  fund  prior 
to  3/20/9$  and  of  tlie  predecessor  fund's  Class  A  shares  from  3/20/95  through  6/30/96,  adjusted  to  reflect  the  absence  of  sales  cliarges.  The  historical  performance  has  not 
been  adjusted  for  any  difference  between  the  estimated  fees  and  expenses  of the  Fund  and  the  historical  fees  and  expenses  of  the  predecessor  fund.  Stoclis  that  malic  up  tlie 
S&P  500  Index  may  not  necessarily  be  tlie  same  as  tliose  in  which  tlie  finds,  portfolio  invests.The  S&P  500  is  not  an  investment  vehicle.  Standard  and  Poor's  and  S&P  are  registered 
trademarks  of  tlie  McGraw-Hill  Companies,  Inc.  For  more  complete  information,  including  charges  and  expenses,  please  call  for  a  prospectus.  Read  it  carefully  before  you 
invest  or  seiid  money.  American  Express  Service  Corporation,  Distributor. 


oi  sr.'-.  over  $200  million  in  Nations- 
Bank stock. 

Lerncr  is  now  a  passive  investor  in 
NationsBank,  but  he  has  remained 
very  active  in  mbna,  where  he  serves 
as  chairman.  Affinity  group  marketing 
was  no  fad.  Today  mbna  pushes  cards 
to  members  of  over  4,000  affinity 
groups  and  is  the  second -largest  issuer 
of  Visa  and  MasterCard  credit  cards. 
With  $33  billion  in  credit  card  receiv- 
ables, MBNA  earned  $353  million  last 
year — 38%  on  its  stockholders' 
equity — and  the  stock,  recently  32%, 
now  trades  at  16  times  earnings. 
Lerner  has  added  to  his  original  posi- 
tion and  now  owns  13%  of  MBNA.  The 
stake  is  worth  $971  million,  against 
his  cost  of  $180  million. 

Lerner  isn't  given  to  displays  of  his 
wealth.  Some  people  who  come  from 
poor  backgrounds  feel  a  need  to  live 
lavishly,  as  if  to  prove  to  themselves 
they  are  no  longer  poor.  Lerner 
belongs  to  a  different  school.  He  still 
lives  in  the  same  comfortable  but  unos- 
tentatious Shaker  Heights,  Ohio  house 
he  has  lived  in  for  21  years.  The  only 
son  of  Russian  immigrants,  Lerner 
grew  up  behind  their  candy  store  in  the 
Queens  section  of  New  York  and  went 
to  Columbia  University. 

He  had  two  things  going  for  hirn: 
brains  and  determination.  College 
roommate  James  Berick  (now  a 
Cleveland  lawyer  and  an  MBNA  board 
member)  recalls  a  handball  game  he 
and  Lerner  played  at  Columbia.  Their 
two  opponents  were  hitting  all  the 
shots  to  Berick,  who  had  never  played 
handball  before,  avoiding  Lerner, 
whom  they  knew  to  be  a  formidable 
opponent.  After  they  lost  the  first  five 
points,  Lerner  told  Berick  to  move 
aside,  then  proceeded  to  return  all  the 
shots  himself  without  losing  another 
point.  Lerner  then  asked  the  oppo- 
nents if  they  would  like  to  play  again, 
this  time  for  money. 

After  Columbia  came  two  years  in 
the  Marine  Corps.  He  settled  in 
Cleveland  in  1960,  where  he  sold 
Ethan  Allen  furniture. 

Lerner's  was  a  patient  path  to 
wealth.  As  his  assets  grew,  he  com- 
pounded them  with  successful  invest- 
ments in  industrial  companies  and  in 
bank  stocks.  He  almost  came  a  crop- 
per with  mnc  bank,  but  saved  that 
investment — with  hard  work  and 
dogged  persistence.  SB 
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A  good  prenuptial  agreement  may  not  be  very 
romantic,  but  it  can  save  everybody  a  lot  of  grief. 

'Til  divorce  do 
us  part 


By  Brigid  McMenamin 

The  richer  you  get,  the  more  a 
divorce  costs.  It  cost  Revlon  billionaire 
Ronald  Perelman  $8  million  to  get  rid 
of  Faith  Golding,  his  first  wife,  when 
they  divorced  in  1983.  Number  two, 
gossip  columnist  Claudia  Cohen,  went 
away  for  $80  million  in  1994.  Perel- 
man vowed  never  to  marry  again  with- 
out a  prenuptial  agreement.  When  he 
married  Democratic  Party  luminary 
Patricia  Duff  in  1994,  Perelman  insist- 
ed on  a  prenup. 

Last  month  he  sued  the  third  Mrs. 
Perelman  for  divorce.  Although  he  is 
now  much  richer  than  when  he  mar- 
ried Cohen,  thanks  to  his  prenup  this 
divorce  is  unlikely  to  cost  him  nearly 
what  his  separation  from  Cohen  cost 
him.  But  even  with  a  prenup,  there 
remains  room  for  negotiation.  That's 
because  under  New  York  law  Duff 
(and  anyone  else  who  signs  a  prenup) 
has  six  years  from  the  time  the  agree- 
ment was  signed  to  contest  its  terms. 
Raider  Carl  Icahn's  likely-to-be-ex-  ^ 
wife,  Liba  Trejbal  Icahn,  tried  to  * 
challenge  her  prenup  but  was  $g 
thrown  out  of  court  because  the 
six  years  had  expired. 

Still,  Perelman  is  very  unlike 
ly  to  lose  a  major  chunk  of  his 
great      fortune.      "They  J 
[prenuptial  agreements]  are 
bulletproof  if  they're  done 
right,"  says  New  York  matrimo- 
nial    lawyer    Robert  Stephan 
Cohen.  A  bullet-proof  contract 
enabled  Henry  Kravis,  52,  to  say 
goodbye  to  his  second  wife, 
fashion  designer  Carolyne 
Roehm,  and  marry  French- 
Canadian  economist 
Marie-Josee  Drouin  last 
year  for  a  tiny  fraction  of  his 


Ron  Perelman  and  Patricia  Duff  last  year 
He's  unlikely  to  lose  a  major  chunk  of 
his  fortune  to  the  third  Mrs.  Perelman. 


Ami 


$925  million  estate.  Roehm  gets  to  use 
Kravis'  Northwest  Connecticut  farm — 
but  only  until  she  remarries. 

Billionaire  John  Kluge's  prenuptial 
agreement  with  his  third  wife,  Patricia, 
turned  out  to  be  one  of  Kluge's  best 
investments.  When  the  Kluges  parted 
in  1990,  Pat  got  the  family  home, 
some  Virginia  land  and  just  under  $1 
million  per  year  in  alimony.  Kluge's 
$7  billion  fortune  can  generate 
that  alimony  payment  in  less  than 
a  day. 

With  the  fading  of  "until  death 
do  us  part,"  prenuptial  agreements 
'Hr  have  become  commonplace  even 
€w*  amongst  the  most  devoted  of  couples. 
In    1993    then-single  Microsoft 
founder  Bill  Gates  told  a  magazine 
writer  that  he  wouldn't  consider 
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Turning  a  rundown  waterfront  Into  a  city's  main  gate,  is  quite  an  act. 

Eton's  planning  agency  and  the  developers  of  Rowes  Wharf  wanted  everything  from  their  architect.  Transform  a 
iguishing  location  into  a  magnet  for  the  central  business  district.  Stay  on  time.  On:  budget.  And  make  it  a  show  place.' 
?sults?  $1.3  million  in  revenue  to  the  city  annually.  Office  space  100  percent  leased.  Two  million  consumers  pouring 
irough.  And  neighborhoods  in  renaissance.  Learn  how  other  businesses  profit  ,by  design.  Call  300-AIA-9930.  Or  WMv.aia.org. 


We  make  your  bottom  line  beautiful. 


Maria  Maples  and  The  Donald 

She'd  better  behave— because  she'll 

get  no  alimony  if  they  divorce. 


asking  his  wife  to  sign  a  prenup.  "I'd 
never  do  that,"  he  said.  He  kept  his 
word — but  only  in  a  literal  sense. 
After    deciding    to  marry 
Microsoft  marketing  executive 
Meiinda  French  in  1994, 
Gates,  according  to  a  com-  ^ 
puter  magazine,  asked  old 
friend  and  Microsoft  presi- 
dent Steven  Ballmer  to  talk 
Meiinda  into  signing  a  prenup. 
Which  she  did.  , 

In  forcing  this  sensitive  issue,  ^ 
Gates — and,  arguably,  many 
wealthy  folks  who  insist  on 
prenups — was  no  doubt 
thinking  of  the  good  of  I 
his  company  and  its  i 
shareholders.  Like  some 
other  states,  Washington  is  a 
community  property  state.  In 
the  unhappy  event  that  the  Gates' 
marriage  hits  the  rocks,  absent 
a  prenup,  half  of  Bill  Gates' 
24%  holding  in  die  compa- 
ny could  suddenly  be  in  , 
very  unfriendly  hands.  <| 

While  dating  develop- 
er Donald  Trump,  Maria 
Maples  vowed  never  to  sign  a 
prenup.  She  held  out  even 
after  she  discovered  she 
was  pregnant.  But  for 
Trump,   it  was  no 


C3 


prenup,  no  nup.  Only  when 
their  baby  was  born  did 
Maples    finally  cave. 
"She  signed  a  week  or 
two  before  the  mar- 
riage,"   says  Trump's 
lawyer  Stanford  Lotwin. 

This    past    summer  the 
tabloids  spied  Maples  getting 
cozy  with  her  bodyguard 
Trump  told  friends  she'd 
better  behave  because 
the   prenup  provided 
that  she'd  get  nothing  but 
child  support — no  alimony— 
they  divorced. 

New  York  hotelier — and 
former        jailbird — Ian 
Schrager  chased  publicist 
Deborah  Hughes  for  | 
five  years  before  she 
agreed  to  marry  him.  A 
week  or  so  before  their 
1990  wedding,  Schrager's 
lawyers  sprang  a  prenup  on 
Hughes.  She  didn't  like  the 
terms  of  the  contract. 

On  their  wedding  day,  family  and 
friends — including  Ron  Perelman  and 
Calvin  Klein — gathered  at  Schrager's 
Southampton,  N.Y.  estate.  Upstairs, 
the  bride  and  groom  battled  it  out.  "I 
refused  to  sign,"  says  Hughes. 
Schrager  then  sent  his  brother  down- 
stairs to  announce  that  the  wedding 
was  called  off. 

"It  was  the  best  decision  I 
have    ever    made,"  says 
ggg    Hughes.  (Schrager  mar- 
•  ried  a  former  ballerina 
instead.  Hughes  is  still 
'  designer  Carolina  Herrera's 
publicist.) 

San  Francisco  Giants  left- field- 
er Barry  Bonds  and  his  23-year- 
old  Swedish  fiancee  Susan 
(Sun)  Branco  were  on  the 
>- ^  >(  way  to  their  1988  wed- 
£  %      ding  when  Bonds 
;   pulled   up   at  his 
lawyer's   office  and 
told  Branco  to  sign  a 

^SPPSS?'  14"PaSe  prenup.  When 
df--'  Bonds  divorced  her  six  years 
f  later,  Sun  made  a  persuasive 
p,     case  that  she  didn't  under- 
c  ^    stand    what    she  had 
signed.    The  judge 
refused  to  set  the 
agreement  aside. 
Bonds     is  paying 


$10,000  per 
month  in  alimo- 
ny— and  now  wants 
to  cut  her  off  after  a 
year.  Mrs.   Bonds  is 
taking  intensive  English 
language     courses — and 
appealing. 

In  1982  Seagram  heir 
Matthew  Bronfman  married  his 
Williams  College  girlfriend,  Fiona 
Woods,  in  a  civil  ceremony.  But 
before  their  subsequent 
religious  ceremony, 
Matthew  insisted  that 
Fiona  relinquish  her  rights 
to  marital  property  in  the 
event  of  a  divorce  in  return  for 
$1  million  and  the  right  to  go  on 
living  in  their  multimillion-dollar 
Westchester  County  house.  In  1993, 
around  the  birth  of  their  third  child, 
Matthew  ditched  Fiona  for  flashy 
Canadian  heiress  Lisa  Belzberg.  Fiona 
was  left  with  the  right  to  live  in  the 
couple's  lavish  Westchester  home.  But 
she  couldn't  afford  to  keep  it  up.  So 
she  asked  a  New  York  judge  to  over- 
turn the  prenup,  but  he  refused.  She  is 
appealing. 

Back  in  the  Seventies  in  France, 
Armand  Marciano  and  Patricia  Guedj 
signed  a  marriage  contract  waiving  all 
claim  to  each  other's  estates.  Why  not? 
Neither  had  any  assets  to  speak  of.  But 
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Amy  Irving  and  her  ex,  Steven  Spielberg 
Don't  draw  up  a  prenup  on  a  napkin. 
It  wound  up  costing  him  $100  million. 
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In  a  world  where  time  moves 
ever  faster,  we  need  things 
which  preserve  the  moment. 

Meisterstuck  149 
The  consummate  fountain  pen. 
Handcrafted  with  18K  gold  nib 
and  platinum  inlay. 


THE  ART  OF  WRITING  YOUR  LIFE 

595  MADISON  AVE  ,  NEW  YORK  •  COPLEY  PLACE,  BOSTON  •  THE  MALL  AT  SHORT  HILLS,  SHORT  HILLS  •  ROOSEVELT  FIELD,  GARDEN  CITY 
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For  centuries,  the  English  Channel  has  re- 
mained the  most  famous,  if  not  most  impervious, 
boundary  in  the  world.  Now  the  long-awaited 
undersea  rail  link  between  Great  Britain  and 
France— the  Channel  Tunnel— is  open  for  business. 


For  this,  one  of  the  most  daunting  engineei 
ing  projects  of  the  century,  it's  no  surprise  th; 
Caterpillar  equipment  was  used  to  help  mo\ 
9  million  cubic  yards  of  earth  and  build  acce 
roads  and  entry  points  on  both  sides  of  the  chan 


lerever  the  world's  builders  and  planners  are  at 
rk,  you'll  find  Caterpillar  equipment  and  people. 
Of  course,  we  were  just  as  busy  above  sea  level  last 
Lr,  shipping  $15.5  billion  worth  of  Caterpillar  equip- 
nt  around  the  world.  But  that's  only  natural.  As  the 


global  leader  in  earthmoving  equipment,  we're 
bound  to  cross  a  few  international  borders. 


CATERPILLAR 


then  Marciano  and  his  broth 
ers  cofounded  Guess?  jeans. 
By  1 992  their  company  was 
worth  at  least  $500  million 
and  Armand  was  earning 
$5  million  a  year,  and 
living  with  Patricia  and 
their  five  children  in  a  mansion  in 
Beverly  Hills.  Then  Armand  decid 
ed  he  wanted  to  marry  his  ve 
you  jig  mistress. 

What  if  some  California 
divorce  court  judge  decided 
to  toss  the  quarter-century- 


ecid- 
;ry  | 

JU 


Hollywood  director 
Steven  Spielberg  (see  p.  198) 
wasn't  so  lucky.  In  1985  Spiel- 
berg married  cute  young  actress 
Amy  Irving,  who  happily  signed 
a  prenup  drawn  up  on  a 

I  14221  S^W%'  scraP  °f  paper.  Big  mis- 
"I  take:  Four  years  later  Spiel- 
berg left  her  for  Indiana 
appyfanr"  Jones  leading  lady  Kate  Cap- 
all  alik  shaw.  Irving  went  to  court,  argu- 
unhappy  a,     ing  she  wasn't  represented  by 


and  those  a  lawyer  when  she  signed. 
q  riveting  divorce  '  The  judge  agreed,  paving 
old  French  prenup  aside  and  award  ''is  very,  vc  the  way  for  her  to  receive 
Patricia  half  the  value  of  their  assets  *  v-  Saro  half  of  everything  Spielberg 
under  California's  community  proper-  ^  coi>  had  earned  during  the  brief  mar- 

^v  riage.  Spielberg  settled,  giving  her 
$100  million — $25  million  for  each 
of  their  years  together. 
According  to  Stanford  Lotwin,  one 


ty  laws?  Scary  thought.  Armand  con- 
vinced Patricia  to  allow  a  retired  judge 
to  decide  the  case  privately.  Both 
spouses  agreed  in  writing  to  abide  by 
the  arbitrator's  decision.  Last  year  the 
judge  decided  that  the  French  prenup 
was  still  a  valid  contract.  Big  sigh  of 
relief  from  Armand  and  his  new  bride. 


lif 


of  Donald  Trump's  lawyers:  "It  is  very 
difficult  to  set  aside  one  of  these 
[prenuptial]  agreements  if  you  are  rep- 
resented by  counsel." 


Difficult  perhaps,  but  not  impossible. 
Miami  lawyer  Denis  Kleinfeld  says  that 
he  recently  negotiated  a  100-page 
prenup,  only  to  have  the  bride's  lawyer 
announce  cheerily,  "Don't  worry,  if 
this  marriage  falls  through,  we'll  crack 
this  thing."  So  Kleinfeld  advised  the 
client  to  salt  away  his  assets  in  a  foreign 
trust.  He  says  he's  never  seen  a  foreign 
trust  fail  to  protect  a  client's  assets 
from  her  or  his  ex -spouse. 

Agrees   Denver   lawyer  Ronald 
Rudman:  "A  foreign  trust  is  a  great 
way  to  keep  property  as  separate  prop- 
erty." Rudman  says  offshore 
trusts  are  popular  with 
wealthy  folks  who  are  ^ 
worried  about  getting 
burned  by  capricious 
divorce  courts.  "The 
foreign  trustee  is  not  . 
going  to  respect  the 
[U.S.]   court  or-  .*."• 
der,"  he  says.  ,'••.*• 

Delphi  Finan-    •/.  •„". 


Ten  steps  to 
an  airtight  prenup 


J  their  faces,"  warns  Beverly  Hills  lawyer  Alexan- 
41  dra  Leichtner. 


1.  Make  sure  there's  no  hint  of  coercion.  To  nail  this 
down,  make  sure  your  spouse-to-be  has  his  own 
lawyer.  The  American  Academy  of  Matrimonial 
Lawyers  will  gladly  supply  a  list  of  its  members. 

2.  A  lawyer  for  Donald  Trump,  Stanford 
Lotwin,  says  you  can  limit  disclosure  by  stating 
merely  that  you  have  certain  assets  exceeding  a 
certain  value.  Make  sure  you  don't  lie.  If  your 
spouse  can  prove  you  were  hiding  assets,  you  could 
be  in  big  trouble. 

3.  Be  prepared  for  a  few  surprises.  Some  are  pleas- 
ant, some  not.  Among  the  pleasant  ones:  The  guy 
who  insisted  that  his  bride-to-be  sign  a  prenup  dis- 
covered that,  after  all,  she  was  rich.  "She  was 
worth  about  four  times  what  he  was,"  chuck- 
les New  York  matrimonial  lawyer  Stuart 
Gartner. 

4.  Avoid  any  appearance  of  forcing  a 
deal  at  the  last  minute.  Sign  at  least  a 
month  before  the  wedding.  "If  it's  not  signed 
30  days  in  advance,  tiiey're  taking  their  chances,1 
warns  West  Palm  Beach  lawyer  Joel  Weissman. 
Later  than  that  an  aggrieved  spouse  could 
claim  he  was  made  to  sign  under  pressure. 

5.  Don't  give  the  prospective  spouse  the 
idea  that  you  regard  your  assets  as  more 
precious  than  her.  "The  more  stringent 
and  self-protective,  the  more  likely 
the  marriage  is  going  to  blow  up  in 
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6.  Don't  throw  in  anything  mean:  like  the  provision 
Stan  Lotwin  recently  saw  imposing  a  $  1 ,000  penalty  for 
every  pound  a  wife  gained.  No  court  would  enforce  that 
kind  of  provision,  and  it  could  spur  the  judge  to  toss  the 
whole  thing  out. 

7.  Consider  increasing  your  spouse's  cut  over  time  to 
make  the  agreement  more  equitable.  New  York  divorce 

litigator  Carl  Tunick  recalls  a  phone  call  from  a  woman 
eager  to  divorce  her  husband  immediately.  Tunick 
pointed  out  that  she  was  entitled  to  an  extra  $1 
million  for  every  year  she  stuck  it  out.  "Can't  you 
wait  until  Jan.  1?"  asked  Tunick.  She  did,  and 
they're  still  married. 
8.  See  that  your  spouse  stands  to  inherit  some- 
thing if  you  die  first.  Without  such  a  provision,  taxes 
could  soak  up  everything — including  your  401(k). 
"The  spouse  is  the  only  person  who  can  roll  it  over," 
explains  estate  lawyer  Judith  Siegel  Baum. 

9.  Don't  count  on  escaping  alimony  payments.  In 
New  York  and  a  few  other  states,  a  spouse  can 
waive  the  right  to  alimony.  But  as  Patricia 
Duff's  lawyer,  Eleanor  Alter,  points  out,  if 
the  judge  diinks  it's  unfair,  he  can  order  you  to 
pay  anyway,  no  matter  what  the  agreement 
might  say. 

10.  Be  very  careful  about  mixing  premarital  and 
postmarital  assets.  "Commingling  is  the  kiss  of  death," 
counsels  New  York  matrimonial  litigator  Harriet  Cohen. 
Why?  Because  if  you  cannot  absolutely  prove  what 
was  yours  before  the  marriage,  you  could  stand 
to  lose  it.  -B.McM.  H 


58 


Forbes  400  ■  October  14,  1996 


REPUBLICAN 


DEMOCRAT 


INDEPENDENT 


Allen 

.Sdmonds 

For  All  Walks  of  Life' 


We  take  the  finest  materials,  then  create  the  world's  finest  shoes.  In  a 

broad  range  of  sizes  and  widths.  Shoes  so  well  made,  we  can  even 
recraft  them.  Allen-Edmonds,  a  perfect  candidate  for  any  voter. 
For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 


http://www.allenedmonds.com   Made  in  the  USA  (MF1) 


Candy  billionheiress  Jackie  Mars  (left)  and  her  sister  Virginia;  Jackie's  ex,  Harold  Vogel 
Vogel  tried  to  dump  their  prenup  by  arguing  he  didn't  know  her  net  worth.  A  judge 
noted  Vogel  read  Forbes— and  thus  must  have  known.  Vogel  got  nothing. 


cial  Group  Inc.'s  founder  and  chief 
executive,  Robert  Rosenkranz,  has 
taken  the  foreign  trust  strategy  to  new 
limits.  Back  in  1968,  when  he  was  25, 
he  married  fellow  lawyer  Margaret 
(Peggy)  Hill.  Neither  had  any  money, 
so  nobody  thought  about  a  prenup.  By 
the  early  1990s,  the  Rosenkranzes 
had  managed  to  accumulate  a 
tidy  $200  million  in  assets, 
which  included  a  32%  stake  in 


Delphi,  a  publicly  traded  insurance 
holding  company  that  pays  Robert  $1 
million  a  year. 

Though  all  of  their  assets  were  kept 
under  Robert's  name,  after  a  long  mar- 
riage and  raising  two  children  Peggy 
made  a  case  under  New  York  law  that 
she  was  entitled  to  half  the  assets.  So 
when  the  marriage  began  to  crack 
apart,  Robert  tried  to  convince  Peggy 
to  waive  her  interest  in  return  for  just 


15%  of  the  fortune.  Peggy  refused. 

Three  years  later,  she  finally  decided 
she  wanted  out  of  the  marriage  and 
asked  her  husband  for  his  net  worth 
statement.  Robert  put  her  off,  insisting 
his  affairs  were  very  complicated. 
Meanwhile,  he  quietly  moved  assets 
overseas.  In  September  1994  Robert 
set  up  a  trust  in  the  Cayman  Islands 
naming  himself  as  the  beneficiary.  He 
spent  the  next  nine  months  transfer- 
ring the  assets  there. 

In  June  1995  Robert  finally  pro- 
duced a  net  worth  statement,  showing 
assets  of  only  $17  million.  His  lawyers 
claimed  he  set  up  the  trusts  to  insulate 
his  family  from  possible  lawsuits  by 
Delphi  shareholders. 

His  estranged  wife  wasn't  buying 
any  of  that.  This  past  summer  she 
sued,  calling  the  trust  a  sham  and 
accusing  her  husband  of  fraud  and 
racketeering.  Trouble  was,  the  trust 
was  outside  the  U.S.,  so  the  New  York 
courts  couldn't  touch  it.  The  Cayman 
courts  wouldn't  help  her  either.  As 
Forbes  went  to  press,  Robert  finally 
settled  with  Peggy,  agreeing  to  return 
some  $50  million. 

It's  hardball,  but,  hey,  this  isn't  sen- 
timent we're  talking  about.  It  is 
bucks — very  big  bucks.  M 


The  war  of 
the  Saroflms 


In  the  early  Eighties 
Houston  money  man- 
ager Fayez  Sarofim 
began  a  romance 
with  Linda  Hicks,  a 
Sarofim  &  Co.  staffer 
25  years  Ms  junior.  Hicks 
eventually  bore  two  sons 
by  Fayez,  who  was  still 
married  to  socialite 
Louisa  Stude.  In  1990 
Sarofim  forked  over 
$100  million — then 
about  a  third  of  his  net 
worth — to  Stude  so  he 
could  marry  Hicks. 

Of  course,  Sarofim 
insisted  upon  a 
prenup,  but  when 
Hicks  filed  for 
divorce  last  year 
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she  repudiated  it, 
claiming  she  was 
coerced  into  signing. 
She  demands  half  of 
Sarofim's  $2  billion — 
her  estimate — fortune. 
Guess  who  her  lawyer  is? 
Legendary  Texas  plain- 
^jBrWffi  tiffs'  lawyer  John 

rag|ffi,  O'Quinn,  the  king  of 
torts  of  breast- 
implant- litigation 
notoriety.  Not  satis- 
fied with  trying  to 
break  the  prenup, 
ggKttt  O'Quinn  has  gone 
joO  one  step  further.  He's 
®™f  suing  for  an  additional 
'  'Ik  $200  million  in  torts 
^|Rpr    and  punitive  dam- 
ages on  Hicks' 
behalf,  claiming 
Sarofim  physically 
mistreated  her.  Torts 
and  divorce.  Only  in 
Texas.-B.McM.  K* 


Fayez  Sarofim  and  Linda  Hicks,  in  happier  times 
Trying  to  crack  the  prenup. 
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Jeep 


THERE'S   ONLY  ONE 


Nothing  is  engineered  to  put  more  space  between  you  and  everyone  else  on  the  planet  better  than  a  legendary  Jeep  4x4. 
To  learn  more,  make  initial  contact  at  1-800-925-JEEP  or  http://www.jeepunpaved.com 


Good  news  indeed 
for  oaks  and  elms,  and 
it's  even  better  news 
for  all  of  the  rest  of  us. 


That's  because  at 
Columbia,  we're  work- 
ing to  eliminate  much 
of  the  paperwork  that 
can  be  typical  during 
a  patient  stay.  So  we're 
not  just  saving  trees. 
We're  saving  you  time. 


That's  just  the 
beginning.  Columbia's 
Patient  Care  System 
will  ultimately  link  all 
of  our  facilities  across 
the  country.  So  we'll  be 
able  to  transfer  your 
records  instandy.  If  you 
happen  to  get  sick  in 
Dallas,  don't  worry, 
your  records  will  be 
there  with  you  (even 
if  you  don't  live  there). 

These  are  just  a  few 
examples  of  how  we're 
constantly  looking  for 


ways  to 
save  you  time 
and  cut 
through 

the  inefficiencies 
that  can  drive  up  cos 
Even  while  we're 
reducing  inefficiency, 
please  remember 
that  getting  you  well 


▼ 


care  plan,  ^ 
facing  an  emergency  or 


is,  and  always  will  be,  looking  for  a  physician, 
our  primary  focus.        choose  Columbia. 


So,  whether  you're 
looking  at  provider 


To  find  out  more 
about  a  better  kind  of 


options  on  your  health-    healthcare,  look  us  up 

on  the  net  at  http:// 
www.columbia.net.  Or 
you  can  give  us  a  call 
at  1-800-COLUMBIA. 


O  COLUMBIA 

Healthcare  has  never  worked 
like  this  before. 


of  luxury  goods  rose  very  little  in  the 
r  and  the  near-term  outlook  is  for  more  of  the  same. 


Let  them 
eat  caviar 


Elizabeth  A.  Amery 

The  cost  of  living  extremely  well  did  not  keep  up 
with  the  cost  of  getting  by  last  year.  For  only  the  fourth 
time  since  Forbes  began  calculating  its  cost  of  living 
extremely  well  index  20  years  ago,  our  index  of  luxury 
goods  rose  less  than  the  more  plebeian  Consumer  Price 
Index:  up  2.4%  in  the  past  year  for  Clewi,  up  3%  for  the 
CPI.  Only  three  items  in  our  index  increased  by  10%  or 
more.  The  prices  of  17  items  were  either  flat  or  have 
fallen. 

Why  the  luxury  price  sluggishness?  For  every  item  in 
our  Clewi  index,  it's  a  different  story.  Paul  Marzolla,  pro- 
duction manager  at  Bill  Blass,  says  the  price  of  the  design- 
er's classic  silk  dress  is  down  almost  18%  from  last  year,  to 
$2,195,  largely  because  this  year's  model  uses  less  silk  and 
is  simpler  and  cheaper  to  sew. 

Since  many  luxury  goods  are  imported,  it  helped  that 
the  dollar  has  been  relatively  strong  against  the  yen  and 
the  deutsche  mark.  Thus  a  man's  gold  watch  from  Patek 
Philippe — the  basic  18kt  model  with  a  leather  strap  and 
no  complications  in  the  movement — this  year  cost 
$10,800,  unchanged  from  the  prior  year.  Quite  a  differ- 
ence from  the  1994-95  period,  when  the  watch's  price 
jumped  13%.  "The  price  usually  depends  on  the  Swiss 
franc  versus  the  dollar,  which  has  been  very  stable," 
explains  Hank  Edelman,  president  of  Patek  Philippe's 
U.S.  division. 

A  box  of  Aniversario  No.  1  Dominican  cigars  from 
Davidoff  cost  $575,  up  just  2%,  despite  strong  demand 
generated  by  all  those  new  cigar  bars  across  the  country. 
Imported  beluga  caviar  was  flat  at  $1,584  the  kilo — but 
that  has  more  to  do  with  increased  sources  of  supply  of 
caviar  than  the  muscularity  of  the  U.S.  dollar. 


Where  big  price  increases  popped  up,  they  tended  to 
be  for  big-ticket  items.  Four  Thoroughbred  horses  were 
hammered  down  at  over  $1  million  each  and  the  average 
price  of  a  Thoroughbred  jumped  almost  42%  to 
$349,880,  the  highest  since  1990.  We're  not  sure  how  to 
explain  this  action,  except  to  note  that  the  number  of 
quarter-million-dollar  horses  is  pretty  small  compared 
with  the  supply  of,  say,  caviar  or  gold  watches.  There  will 
always  be  a  few  people  around  with  enough  money  to 
ignore  Marlene  Dietrich's  advice:  Never  invest  in  anything 
you  have  to  feed. 

Other  big-ticket  items  moving  up  in  price:  airplanes 
and  luxury  cars.  An  airplane — specifically,  a  ten-passenger 


Better  than  it  looks 


700 


500 


400 


300 


200 


Index,  1976=100 


1 

Clew 

t 

y 

 - 

76    78    '80     '82     '84     '86    '88     '90    '92     '94  '96 

'Forbes  cost  of  living  extremely  well  index 

The  unweighted  Cost  of  Living  Extremely  Well 
Index  (in  green)  rose  6%  last  year,  but  only 
because  Thoroughbred  prices  surged  42%. 
The  weighted  Clewi  climbed  just  2.4%,  less  than 
the  Consumer  Price  Index. 
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So,weVe  made 
our  new  Squall™  Jacket 

ten  times 
more  water  resistant 


You  never  know  when 
you're  going  to  be 
dumped  on. 

In  the  morning,  the 
weather  forecast  calls  for 
windy  and  cold.  And  by 
mid-afternoon,  you're 
caught  in  a  downpour. 

Well,  if  you  must  get 
caught,  it  better  be  in  our 
improved  Lands'  End  '-  Squall  Jacket 

Because  after  a  dozen  years  of  making  the  Squall 
better  and  better,  we've  now  made  it  drier,  too. 

Not  just  a  fair-weather  friend. 

Its  outer  shell  -  a  rugged,  3-ply  Supplex®  nylon  - 
sheds  water  like  never  before. 

You  see,  we've  had  it  treated  with  MPX™  -  a  new 
microporous  coating  (meaning,  a  coating  with  tiny 
!  pores  that  let  body  moisture  out,  but  keep  rain  from 
'getting  in). 

In  an  ordinary  Supplex  jacket  without  this  treat- 
iment,  you  could  walk  in  a  steady  downpour  for  maybe 
200  yards  before  the  wet  started  to  seep  through.  In 
our  new  Squall,  you  can  walk  a  mile. 

The  outer  shell  also  happens  to  be  100%  windproof. 
Yet,  it's  still  very  breathable  -  very  comfortable  -  no 
matter  what  outdoorsy  thing  you're  up  to. 

If  at  first  we  succeed,  we  try  again. 

Of  course,  this  new  improvement  follows  on  the 
heels  of  lots  of  old  improvements. 

One  year  (1987,  it  was)  we  began  to  make  the  inner 
lining  of  Polartec™  300  fleece  -  a  man-made  fleece 
twice  as  warm  as  natural  fibers. 


And  1994  was  a  very  good 
year,  too.  We  put  100-gram 
Thinsulate™  insulation  in  the 
sleeves.  It  keeps  you  warm  - 
but  because  if  s  so  thin,  there's 
less  bulk  to  get  in  your  way. 

And  way  back  in  '84,  we 
added  a  storm  flap  behind 
the  zipper  -  our  first  line  of 
defense  against  the  wind. 
Seems  that's  our  way  at  Lands'  End:  we  just  can't 
leave  well  enough  alone. 

Will  it  be  crummy  again  tomorrow? 

Into  each  life,  not  only  rain  but  snow  and  sleet  and 
much  else  must  fall. 

So,  in  our  Lands'  End  catalog,  we  feature  page  after 
page  of  other  outerwear.  And  every  stitch  is  as  well 
made,  and  thoughtfully  designed,  as  our  Squall. 

If  you'd  like  to  see  a  copy  of  our  catalog, 
just  say  the  word. 
"Squall,"  for  example. 

©  1996  Lands'  End,  Inc. 


Guaran 


™  Period! 


For  our  free  catalog,  call  any  time, 
I  1-800-990-5429  Please  mention  ad  |PB| 


Name  _ 


Address . 
City  


Apt. 


State. 


Zip 


Phone  !  I  

Mail  to:  1  Lands  End  Lane,  Dodgeville,  Wl  53595 
http :// www.  landsend .  com/ catalogs 


Day/Night  (circle  one) 


I  arjet  31 A  with  standard  avionics — now  costs  nearly  $5 
liilion,  8.3%  more  than  last  year.  Too  bad  you  waited. 
A  Rolls-Royce  Silver  Spur  costs  $176,500  this  year 
(excluding  license  fees,  sales  taxes  and  about  $13,000 
in  luxury  car  taxes).  That's  $6,600  more  on  the  stick- 
er than  last  year,  but  look  on  the  good  side:  The  car  is 


$13,400  cheaper  than  it  was  in  1994. 

What  lies  ahead?  Forbes'  foreign  currency  columnist 
Andrew  J.  Krieger  believes  the  dollar  is  in  the  early  stages 
of  a  massive  rally.  If  he's  right,  the  dollar-denominated 
prices  of  most  imported  luxury  goods  should  remain 
quite  stable  in  the  coming  year  or  two.  MB 


Forbes  cost  of  living  extremely  well  index 


1976 


-Price- 


%  change 
1996  1995-96 


-Price- 


Apparel 

Coat/natural  Russian  sable, 

$40,000 

$195,000 

-2.5% 

Maximilian  at  Bloomingdale's 

Silk  Dress/Bill  Blass  Ltd.,  classic 

1,767* 

2,195 

-17.8 

Loafers/Gucci 

89 

285 

3.6 

Shirts/1  dozen  cotton,  bespoke, 

448 

1,866' 

0.4 

Turnbull  &  Asser,  London 

Shoes/men's  black  calf  wing  tip, 

202 

2,075 1 

6.8 

custom-made,  John  Lobb,  London 

Educational  expenses 

School/preparatory,  Groton,  1-year  tuition, 

4,200 

23.800 

4.4 

room,  board 

University/Harvard,  1-year  tuition, 

5,900 

28,896 

4.8 

room,  board,  insurance 

Entertainment 

Catered  dinner/lobster,  linens,  Limoges 

2,200 

4,205 

0.0 

china,  crystal,  for  40, 

Ridgewell's,  Bethesda,  Md. 

Opera/2  season  tickets,  Metropolitan  Opera, 

480 

3,420 

8.6 

Saturday  night,  box 

Food  at  home 

Caviar/beluga  maiossol,  1  kilo, 

283 

1,584 

0.0 

Aristoff  Caviar  &  Fine  Foods,  LA. 

Champagne/Dom  Perignon,  case, 

300 

1,127 

10.5 

Sherry-Lehmann,  N.Y. 

Filet  Mignon/7  pounds,  Lobel's,  N.Y. 

50 

119 

0.0 

Food  away  from  home 

Dinner  at  La  Tour  d'Argent/Paris, 

34 

228' 

-0.9 

estimated  per  person 

(including  wine  and  tip) 

Home  furnishings 

Piano/Steinway  &  Sons,  concert  grand, 

13,500 

71,900 

4.5 

Model  D,  ebonized 

Flowers  in  season/arrangements 

1,400 

6,500 

8.3 

for  6  rooms,  changed  weekly, 

Christatos  &  Koster,  N.Y.,  per  month 

Sheets/set  of  Linen  Lace, 

1,218* 

5,080 

-9.3 

Pratesi,  queen-size 

Silverware/Lenox, 

1.341 

2,340 

-33.3 

Williamsburg  Shell  pattern, 

4-piece  place  setting  for  12 

Lodging  while  out  of  town 

Hotel/2-bedroom  suite,  park  view, 

333 

850 

0.0 

The  Stanhope,  N.Y. 

Medical  care 

Face-lift/American  Academy  of  Facial 

4,000 

9,000 

1.1 

Plastic  &  Reconstructive  Surgery 

Hospital/VIP,  Washington  Hospital  Center, 

325 

926 

3.5 

Washington,  D.C.,  1  day,  concierge, 

security,  gourmet  meals 

Psychiatrist/Upper  East  Side,  N.Y., 

40 

175 

0.0 

1976 


%  change 
1996  1995-96 


Personal  services 

Lawyer/established  N.Y.  firm, 

$80 

$450 

5.9% 

partner,  estate  planning, 

average  hourly  fee 

Spa/The  Golden  Door,  California, 

1,250 

4,375 

2.9 

basic  weekly  unit 

l  Toilet  goods  and  personal  care  appliances 

Perfume/1  oz.  Joy,  by  Jean  Patou 

100 

350 

0.0 

Sauna/U.S.  Sauna  &  Steam  Co., 

5,000 

11,070 

0.0 

8x10x7  feet,  8-person,  cedar 

Sporting  goods 

Motor  yacht/Hatteras  60 

231,097 

1,682,900 

1.8 

Sailing  yacht/Nautor's  Swan  68 

384,300 

2,247,143' 

-2.0 

Shotguns/pair  of  James  Purdey  &  Sons, 

Griffin  &  Howe,  N.Y. 

20,000 

89,492 

0.5 

Thoroughbred/yearling,  average  price, 

67,300 

349,880 

41.6 

Keeneland  summer  select  sale 

i  Sports  facilities 

Swimming  pool/Olympic, 

192,308* 

575,000 

9.5 

Olympic  Swimming  Pool  Co., 

Forestville,  Md. 

Tennis  court/clay,  Putnam  Contracting,  Inc., 

25,000 

47,000 

4.4 

Plainville,  Conn. 

Toys  and  hobbies 

Train  set/Blue  Christmas  G  gauge.  LGB 

178 

580 

1.9 

Transportation,  private 

Airplane/Learjet  31A,  standard 

3,450,00(F 

4,975,000 

8.3 

equipment,  certified,  10  passengers 

Helicopter/Sikorsky  S-76B, 

1,300,00c}3 

7,500,000 

7.1 

full  executive  options 

Automobile/Rolls-Royce  Silver  Spur 

117,000* 

176,500 

3.9 

Transportation,  public 

Airline  ticket/British  Airways 

1,512 

7,995 

5.6 

Concorde,  round-trip  N.Y-Londont 

Utilities  and  public  services 

Telephone  call/10  minutes,  AT&T, 

12 

11.39 

0.0 

N.Y.-London 

Other  goods  and  services 

Cigars/Aniversario  No.  1,  Dominican 

127* 

575 

2.0 

Republic,  25  cigars.  Davidoff,  N.Y. 

Magazine/Forbes,  1-year  subscription 

15 

57 

0.0 

Duffel  bag/Louis  Vuitton, 

391* 

735 

0.0 

Keepall  bandouliere,  55  centimeters 

Watch/Patek  Philippe 

2,450 

10,800 

0.0 

classic  man's  gold,  leather  strap 

Purse/Hermes,  "Kelly  Bag,"  calfskin,  • 

550 

4,585 

13.2 

45  mmutes,  standard  fee 

'Owing  to  new  products  and/or  suppliers, 
'Based  on  Sept.  16,  1996  exchar^e  rates. 


rigid.  28  centimeters 


prices  estimated  from  similar  products.  tRound-trip  fare  first  published  in  1996  (Clewi  price  previously  based  on  one-way  fare). 
Introduced  1988.  Introduced  1978.  Introduced  1981. 
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A   CPA   CAN  SEE   MORE   IN  NUMBERS 
THAN  JUST  NUMBERS. 
(APPARENTLY,   THE  EYE  IS  THE  WINDOW 
TO   MORE  THAN  JUST  THE  SOUL.) 


In  every  number,  there  is  a  question.  Is  your  retirement  plan  the  best  it  could  be?  What  will  be 
the  impact  of  your  company's  merger  with  another?  Where  will  you  find  the  capital  you  need?  But  without 
the  vision  to  see  the  true  meaning  within  the  numbers,  the  answers  can  remain  frustratingly  obscured.  A  CPA  can 
provide  the  financial  insights  so  crucial  to  everything  from  retirement  planning  to  evaluating  prospective 
mergers  and  ferreting  out  re-engineering  opportunities. 
You  sec  numbers.  We  see  opportunities. 


CPA 


THE    CPA.  NEVER 

mencan  Institute  of  Certified  Public  Accountants 


UNDERESTIMATE    THE  VALUE? 


Guardsmark  is  not  like  any 
.other  security  services 
firm.  TIME  magazine  says 
we  are  the  company  that  "many 
security  experts  consider  the  best 
national  firm  in  the  business."  In 
Liberation  Management  (Alfred  A. 
Knopf,  Inc.),  Tom  Peters  describes 
Guardsmark  as  "the  Tiffany's  of 
the  security  business."  The  New 
York  Times,  NBC  News  and  many 
others  have  commended  our 
leadership  in  transforming  an 
industry  known  for  turnover  and 
low  standards.  It's  no  wonder  we've 
grown  the  business  in  excess  of 
11%,  compounded  annually,  in  both 
total  revenue  and  operating 
income  for  18  years — without 
mergers  or  acquisitions.  Our  people. 
The  quality  of  Guardsmark  per- 
sonnel is  unmatched  in  the  indus- 
try, with  the  best  and  the  brightest 
from  every  level  of  law  enforce- 
ment providing  informed  insight 
and  unparalleled  experience  to 
our  clients.  Our  people  are  from 
the  FBI,  the  Secret  Service,  state 
and  local  police  forces,  and  the  mil- 
itary They  graduated  from 
Harvard,  Wharton,  Michigan 
State,  UCLA  and  institutions  of 
higher  learning  all  across  the  coun- 
try. In  fact,  91%  of  management 
hold  at  least  a  four-year  degree 
and  27%  of  our  Security  Officers 
have  attended  college,  leading  a 
major  trade  journal  to  name  us  the 
best  educated  work  force  in  the 
field.  Our  tuition  refund  program 
for  all  employees  encourages  con- 
tinuing education,  and  industry- 
leading  benefits — including  a 
401  (k)  plan,  comprehensive  health 
insurance  and  our  own  Guardsmark 


Wellness  Team SM  program — pro- 
mote long-term  service  and  loyalty 
to  us  and  our  clients.  Our  Security 
Officers  must  complete  a  28-page 
employment  application  and  are 
subject  to  the  industry's  most 
exhaustive  screening  and  back- 
ground check.  So  of  every  50 
applicants,  only  one  is  accepted — 
the  one  qualified  to  become  part  of 
the  Guardsmark  tradition  of  excel- 
lence. Our  policy.  There  is  no  sub- 
stitute for  vigilance.  Crime  remains 
the  biggest  business  in  America, 


Ira  A  Iipman,  Chairman  and 
President  of  Guardsmark,  Inc.,  on 
behalf  of  11,000  dedicated  men 
and  women  coast-to-coasL 


and  violent  crime  among  young 
people  has  risen  at  an  unprece- 
dented rate  for  the  last  decade, 
with  homicide  up  172%  for  ages  14 
to  17.  It  is  more  important  than  ever 
before  to  have  dependable,  well- 
trained  professionals  holding  the 
line.  Thaf  s  why  everyone  at 
Guardsmark,  everyone,  has  under- 
gone an  initial  10-panel  drug  test  in 
an  independent,  federally  approved 
laboratory — twice  the  number  of 
panels  recommended  by  the  U.S. 
Department  of  Transportation — 
and  all  are  subject  to  ongoing  ran- 
dom testing.  The  quality  of  our 


training  and  diligence  can  be  seen 
in  Workers'  Compensation,  where 
for  the  last  16  years  we  have  aver- 
aged an  astonishingly  low  experi- 
ence modification  factor  of  only  .56, 
about  half  the  industry  average  for 
accidents  and  injury.  That's  a  per- 
formance any  risk  manager  would 
applaud.  Our  vision.  Praised  edito- 
rially by  The  New  York  Times  in 
1982,  Guardsmark  has  a  proud  his- 
tory of  leading  the  way.  Our  anti- 
terrorist  group  is  the  oldest  in  the 
industry.  Our  Equal  Opportunity 
Policy  has  been  in  place  since 
1965.  We  first  published  the 
Guardsmark  Code  of  Ethics,  which 
is  updated  every  year,  in  1980,  our 
Sexual  Harassment  Policy  in  1982, 
and  our  Ethnic,  Racial  and 
Religious  Slur  Policy  in  1988.  Long 
before  minority  participation 
became  a  mandate,  it  was  a  fact 
here.  Of  management,  21%  are 
minorities  and  17%  are  women. 
And  total  quality  was  the  measure 
of  Guardsmark  long  before  it 
became  a  buzzword  for  others.  The 
special  team  of  quality  assurance 
professionals  was  established 
decades  ago  and  top  management 
has  been  involved  from  the 
beginning.  Our  result.  The  numbers 
speak  for  themselves.  Our  employee 
turnover  is  less  than  25%  of  inde- 
pendent industry  estimates.  Our 
clientretentionofover90%year  after 
year  is  above  every  industry  stan- 
dard. And  our  zeal  for  excellence  is 
extraordinary.  Our  mission  is  to 
exceed  our  customers'  expecta- 
tions. By  whatever  measure,  your 
business  deserves  ours. 

GUARDSMARK 


10  Rockefeller  Plaza,  New  York,  New  York  10020.  212  765-8226  or  800  238-5878 


CH996  Guardsmark.  Inc. 


aking  to  create  a  private  paradise,  Microsoft  billionaire 
Allen  found  himself  depicted  as  nasty  to  little  kids. 
He?s  a  hell  of  a  software  writer  but  lousy  at  PR. 


The  paradise  that  became 


By  Stephen  S.  Johnson 

One  morning  in  late  August,  11- 
year-old  Scott  Pattison  grabbed  his 
bike  and  his  protest  placard  and  cycled 
down  the  road  to  the  massive  locked 
gates  that  separate  Microsoft 
cofounder  Paul  Allen's  $30  million 
Mercer  Island,  Wash,  estate  from  the 
rest  of  the  world.  As  he  approached 
the  gate,  Pattison  was  spotted  by 
Allen's  security  guards,  who  dis- 
patched an  Allen  aide  to  deal  with  the 
kid.  Minutes  later  local  TV  cameramen 
and  reporters  swooped  down  to  tape 
the  confrontation. 

"All  I  want  is  to  talk  to  Paul  Allen," 
little  Scotty  insisted  to  the  reporters. 
The  cameramen  panned  to  his  plac- 
ard, which  read:  "Help  Camp 
Nor'wester  Live  On." 

It  was  a  setup,  of  course.  A  staged 
event  by  some  people  with  their  own 
agenda.  They  played  the  media,  espe- 
cially the  TV  media,  like  a  violin. 

But  Allen — after  Bill  Gates,  Micro- 
soft's biggest  shareholder — a  man 
worth  on  paper  $7.5  billion,  fell  right 
into  the  trap.  His  sister,  Jody  Allen 
Patton,  sent  the  Pattison  kid  a  letter 
warning  him  that  they  had  notified 
the  City  of  Mercer  Island  police 
department,  and  telling  him  to  keep 
his  placards  away  from  Chez  Allen. 

Last  November  Allen  paid  $8  mil- 
lion for  Sperry  Peninsula,  a  387-acre 
thumb  on  the  south  coast  of  northern 
Washington  State's  Lopez  Island.  It's 
a  gorgeous  piece  of  land,  the  last  big 
chunk  of  underdeveloped  waterfront 
property  in  Washington's  coveted  San 
Juan  Island  archipelago. 

It  was  to  be  his  dream  home,  an 
indulgence  in  the  good  fortune  that 
has  almost  overnight  made  Allen  one 
of  America's  wealthiest  people. 

Here  he  has  filed  for  a  permit  to 
build  four  homes  on  the  property:  a 
14,000-squai  foot  main  house  for 
himself;  two  3,400-square-foot  homes 
(one  for  his  mother,  Faye,  the  other 


for  his  sister,  Jody);  and  a  5,400- 
square-foot  bunk  house  with  ten 
bathrooms,  to  be  built  near  a  natural 
field  on  the  property.  The  word  in 
Seattle  and  the  San  Juans  is  that 
Allen  intends  to  build  a  summer  train- 
ing facility  on  Sperry  for  the  Seattle 
Seahawks  football  team;  he  recently 
plunked  down  $20  million  for  an 
option  to  purchase  the  team  from 
Forbes  Four  Hundred  dropout 
Kenneth  Behring. 

But  no  earth  has  yet  been  moved.  A 
lot  of  other  wealthy  people  think  the 
property  should  be  used  in  other 
ways.  Young  Scotty  was  their  mascot, 
as  it  were. 

Since  1946  Sperry  Peninsula  has 
been  home  to  Camp  Nor'wester,  one 
of  the  Northwest's  longest-running 
outdoor  summer  camps,  a  kind  of 
Bohemian  Grove  for  kids.  Now  these 
are  not  exacriy  slum  kids  or  the  under- 
privileged. For  50  years  Seattle's  aris- 
tocracy has  been  sending  its  young  to 
the  camp.  On  Camp  Nor'wester's 


alumni  rolls  are  McCaws,  Pigotts, 
Bullitts,  Clapps,  Nordstroms,  Weyer- 
haeusers  and  other  names  familiar  to 
readers  of  The  Forbes  Four  Hundred. 
Bill  Gates'  late  mother  was  a 
Nor'wester  counselor  in  the  late 
1940s.  Protester  Scotty  Pattison  was 
there  this  summer,  as  were  his  father 
and  grandfather  before  him. 

Seattle  commodities  broker  Charles 
Curran  had  owned  the  land  and  per- 
mitted the  camp  to  use  its  grounds 
after  he  bought  the  property  from  late 
timber  baron  Norton  Clapp  in  1980. 
All  of  Curran's  children  were 
Nor'wester  campers,  and  last  Septem- 
ber he  offered  to  sell  a  piece  of  the 
property  to  the  camp  for  around  $2 
million,  which  he  said  would  get  him 
out  of  a  liquidity  squeeze  caused  by 
marital  and  business  difficulties.  But 
then  along  came  Allen  with  an  $8  mil- 
lion offer  for  the  entire  parcel,  and 
Curran  grabbed  it. 

"It  was  first  come,  first  serve,"  says 
Curran.  "I  am  supportive  of  the 
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Camp  Nor'wester  (above); 
Paul  Allen  and  sister,  Jody  Allen  Patton, 
with  Experience  Music  rock  memorabilia 
They  want  to  build  a  lavish  family 
compound  on  Lopez  Island's 
Sperry  Peninsula,  but  the  Seattle 
establishment  wants  to  send  its  kids 
to  camp  there. 


camp,  but  I  am  more  supportive 
of  myself." 

Whatever  Allen's  plans  for  the 
property,  it  is  clear  that  they  do  not 
include  hundreds  of  kids  age  9  to  16 
tromping  through  his  grounds.  In 
buying  Sperry  Peninsula,  Allen  took 
title  to  all  Camp  Nor'wester's  physical 
assets — its  horses,  sailboats,  Wind- 
surfers, tepees  and  the  like.  Allen's 
lawyers  and  flacks  say  their  client  will 
donate  the  gear  to  the  camp — once  it 
finds  a  new  location. 

Allen's  friends  aver  he  never  would 
have  bought  Sperry  Peninsula  had 
he  known  the  mess  he  was  getting 
into.  "Paul  didn't  have  a  clue  about 


the  camp,"  says  one  friend.  "His  life  is 
too  sheltered." 

As  if  Allen's  headache  weren't 
painful  enough,  Forbes  has  just 
learned  that  the  Samish  Indian  Nation 
may  demand  access  to  the  land,  which 
was  a  burial  ground  for  the  Samishes' 
ancestors. 

The  person  who  has  handled  the 
Sperry  Peninsula  transaction  for  Allen 
is  his  younger  sister,  37-year-old  Jody, 
on  whom  a  good  deal  of  the  Camp 
Nor'wester  rage  is  now  focused.  Vice 
chairman  of  Allen's  Vulcan  Northwest 
investment  company,  Jody  Patton 
oversees  her  brother's  real  estate  and 
charitable  projects. 

Gatekeeper  to  the  Allen  billions, 
she  is  also  something  of  a  mystery  in 
Seattle.  She  graduated  in  the  first  coed 
class  of  Seattle's  Lakeside  School  in 
1975,  majored  in  drama  at  Whitman 
College  in  Walla  Walla,  Wash,  and 
worked  in  the  Seattle  arts  community. 
More  recently  she  has  supervised  her 
brother's  $60  million  Experience 


Music  Project  (dedicated  to  musicians 
from  the  Northwest),  scheduled  to 
open  in  1999;  given  $5  million  for  the 
Faye  Allen  Center  for  Visual  Arts  at 
the  University  of  Washington  and  $10 
million  for  a  University  of  Washington 
library,  in  memory  of  Jody  and  Paul's 
father,  Kenneth  Allen;  and  handled 
Sperry  Peninsula. 

Former  Lakeside  classmates  describe 
Jody  Patton  as  "nice,"  "quiet"  and 
"unassuming."  But  a  growing  number 
of  detractors  complain — not  for  attri- 
bution, of  course — that  the  financial 
resources  she  wields  have  gone  straight 
to  her  ego.  "She  plays  her  power 
to  the  hilt,"  says  one  member  of  the 
Seattle  arts  community.  "She  has  so 
much  money  that  she  can  behave 
appallingly — and  she  does." 

So,  what  to  the  public  looks  like  a 
struggle  with  a  bunch  of  tykes  with 
placards  is  actually  a  small  civil  war  in 
Seattle  society.  Don't  believe  every- 
thing you  read  in  the  papers  or  see  on 
the  tube.  H 
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A  long  term  leader  in^^^^^  C^'^e  automotive 
electronics  sector,  SGS-THOMSON  is  a  design  partner 
with  most  of  the  world's  leading  auto  makers.  The 
specially  designed  microchip  shown  here,  for  example 
is  a  fundamental  part  of  anti-lock  braking  systems  and 
combines  both  intelligence  and  power  stages.  It's 
devices  like  this  that  keep  the  automotive  industry 
moving  forward  and  ST  on  the  road  to  further  success. 


SGS-THOMSON 


The  SGS-THOMSON  Microelectronics  Group  provides 
Service  and  Technology  throughout  the  world: 


You  Get  Along 
With  US  Very  Well 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  microchips  that  make  your 
car  safer,  cleaner  and  more  comfortable. 

In  fact,  we  estimate  that  our  chips  are  in 
an  average  of  one  out  of  every  three  cars 
that  come  off  the  world's  production  lines. 

Our  Smart  Power  ICs,  for  example,  help 
make  sure  your  antilock  brakes  will  work 
when  you  need  them  while  our  VLSI  chips 
are  at  work  under  the  hood,  keeping  your 
engine  running  cleaner  and  more  efficiently. 
Designing  new  dedicated  smart  power  chips 
is  just  one  way  SGS-THOMSON  is  working 
in  close  cooperation  with  the  world's  leading 
automakers  to  bring  new  levels  of 
performance  through  electronics. 


Our  ability  to  work  with  partners  from  all 
industries  to  produce  differentiated 
products  sets  ST  apart  from  the  crowd. 
Moreover,  it  makes  us  one  of  the  most 
consistent  performers  in  the 
microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  second 
quarter  results  this  year  underline  our  consis- 
tency with  earnings  of  over  $176  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Contact  us  now.  We  think  you'll 
appreciate  what  we're  driving  at. 


Isn't  It  Time 
We  Met! 

Service  and  Technology 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +  1  617  2599442 
Asia  Pacific  +  65  4820240  -  Europe  +  33  50402860  -  Japan  033  2804131 
Visit  our  web  site  at  http://www.st.com 


STM 

■WWII 

NYSE 


Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 


a  huge  party  of  old  friends  or  a  business 
Hard  to  tell  when  Jim  Goodnight's 

SAS  Institute  is  involved. 

Pampering  the 
pampering  the 

By  Randall  Lane 

More  than  one  observer  calls  James  Goodnight's  sas  Institute,  Inc. 
"the  Stepford  software  company,"  and  it's  easy  to  see  why. 

In  March  3,000  fanatical  SAS  customers  trudged  to  Chicago  from 
around  the  world  for  the  company's  21st  annual  user  conference — three 
days  of  speeches,  awards  presentations  and  general  hanging  out.  Like 
the  Grateful  Dead's  Deadheads  at  concerts,  SAS  veterans  of  previous  user 
conventions  wear  up  to  20  badges  on  their  jackets  as  a  demonstration 
of  loyalty.  Others  roam  the  hotel  corridors,  swapping  tips  and  hawking 
self-published  books  on  specific  intricacies  of  SAS  software.  A  quiz  bowl 
on  the  system  is  held  each  year;  some  customers  have  been  known  to 
study  for  days.  "It's  a  love-in,"  says  Gartner  Group  research  director 
Howard  Dresner,  who  frequently  speaks  at  SAS  events.  "I  was  afraid  that 
if  I  said  anything  negative,  they  [the  users]  would  lynch  me." 

If  the  customers  wouldn't  lynch  him,  the  SAS  employees  might.  SAS 
Institute's  4,000  workers  are  equally  devoted  to  the  company.  Employ- 
ee turnover  is  less  than  4%  a  year,  versus  15%  at  the  typical  U.S.  software 
outfit. 

On  such  enthusiasm  Jim  Goodnight  has  built  the  largest  privately 
owned  software  company  in  the  U.S.  SAS  (pronounced  "sass")  will  this 
year  book  at  least  $600  million  in  revenues  from  15,000  customers 
and — Forbes  estimates — bring  in  at  least  $300  million  in  operating 
income.  Entirely  debt-free,  SAS  would  conservatively  be  valued  at  over 
$3  billion  if  Goodnight  took  it  public.  Goodnight,  53,  owns  two-thirds 
of  the  company;  cofounder  John  Sail,  48,  owns  the  rest.  Another 
cofounder,  Anthony  Barr,  sold  out  in  1979  for  $340,000— his  stake 
would  be  worth  over  $1  billion  had  he  held  on.  Another  early  partici- 
pant, Jane  Helwig,  left  a  few  years  later. 

After  that  it  was  pretty  much  Jim  Goodnight's  company;  Sail  no 
longer  has  that  much  involvement  in  the  firm.  Everything  Goodnight 
has  done  since  has  been  an  elaboration  on  the  original  product,  a  data 
mining  and  warehousing  program  called  the  SAS  System.  With  6.5  mil- 
lion lines  of  code,  the  massive  program  is  used  by  the  U.S.  Census 
Bureau  to  count  and  categorize  population,  by  the  Agriculture  Depart- 
ment to  develop  crop  forecasts  and  by  the  long  distance  phone  compa- 
nies to  figure  out  how  much  to  charge  for  each  call.  Using  the  SAS 
System,  a  customer  can  integrate  and  organize  massive  amounts  of  data 

Lunch  break  at  the  SAS  Institute 

With  its  leafy  grounds  and  erudite  name,  it's  easy  to  mistake  SAS  headquar- 
ters for  a  university  campus.  Indeed,  few  in  the  Raleigh-Durham  area  are 
aware  that  they  host  the  country's  largest  private  software  company. 
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that  are  stored  in  incompatible  com- 
puters— IBM  mainframes,  PCs,  Macs, 
whatever — and  then  view  and  mine 
the  data  on  virtually  any  computer 
platform.  A  sas  System  customer  can 
use  the  data  to  answer  an  almost 
unlimited  number  of  "what  if?"  questions.  With  the  click 
of  a  mouse,  customers  can  break  down  data  by  state,  area 
code,  last  name,  all  the  way  down  to  a  single  individual, 
then  test  up  to  16,000  variables. 

At  CoreStates  Financial's  $12  billion  (assets)  retail 
banking  group,  there  are  200  employees  whose  primary 
purpose  is  to  work  with  sas.  Suppose  the  bank  registers  a 
sudden  surge  in  loan  defaults.  CoreStates1  number 
crunchers  will  use  the  SAS  System  to  "drill  down"  through 
all  the  bank's  electronic  data  and  determine  whether  the 
bank's  default  problem  stems  from  a  specific  type  of  loan, 
or  a  particular  branch,  or  a  certain  kind  of  customer.  SAS 
also  helps  CoreStatc  create  models  that  use  historical  data 


SAS  cofounder  James  Goodnight 
Despite  a  $2  billion  personal  fortune, 
he  still  spends  his  mornings  program- 
ming code.  "I'm  a  better  programmer 
than  I  am  a  manager,"  he  explains. 


to  determine  the  likelihood  that  an  individual  is  a  good 
credit  risk.  And  by  drilling  down  by  zip  code,  then  utiliz- 
ing the  sas  map-making  module,  the  sas  users  create 
color-coded  charts  that  show  lending  activities,  so  that 
top-level  executives  can  easily  track  whether  CoreStates  is 
complying  with  the  Fair  Lending  Act. 

"sas  really  has  become  the  center  of  everything  we  do 
here  [in  risk  management],"  says  Jeff  Oulton,  who  until 
recently  oversaw  CoreStates'  SAS  users.  "I  call  it  Oz." 

Oz  was  born  in  the  stockroom  of  Goodnight's  father's 
hardware  store  in  Wilmington,  N.C.  As  a  boy  Goodnight 
helped  sell  and  checked  inventory.  It  was  there  that  he  got 
his  first  taste  of  business  decision  making.  As  an  under- 
graduate applied-mathematics  major  at  North  Carolina 
State  University  in  the  1960s,  Goodnight  took  his  first 
computer  programming  course.  "One  night  the  lightbulb 
went  on,  and  I  said  to  myself,  'Oh,  oh,  I  understand 
everything  that's  going  on.'"  He  spent  a  year  with  Gen- 
eral Electric  working  on  the  ground  control  system  for 
the  Apollo  space  program  before  receiving  his  doctorate 
in  statistics.  He  then  joined  the  faculty  at  his  alma  mater. 

But  it  was  a  "soft  money"  appointment,  meaning 
Goodnight  had  to  bring  in  enough  outside  funding  to 
cover  his  salary  and  research.  Goodnight  teamed  with 
fellow  N.C.  State  researcher  Barr,  who  had  worked  two 
years  at  IBM  developing  the  Pentagon's  information 
system.  Like  Goodnight,  Barr  saw  an  enormous  brain- 
power waste  in  having  to  write  a  new  program  each  time 
one  of  N.C.  State's  agriculture  department  classes  wanted 
to  analyze  data.  They  decided  to  develop  a  uniform  pro- 
gram that  could  be  used  over  and  over,  and  that  could 
solve  lots  of  different  kinds  of  problems. 

By  1970,  with  their  grant  money  running  low,  Good- 
night and  Barr  had  developed  a  working  program,  which 
they  called  SAS  (for  Statistical  Analysis  System).  They 
began  leasing  it  to  other  agricultural  schools  in  the  South 
and  soon  added  as  customers  some  pharmaceutical  com- 
panies eager  for  software  to  sift  through  and  analyze  clin- 
ical research  data.  By  1976  SAS  had  more  than  100  out- 
side customers. 

Not  for  nothing  was  Jim  Goodnight  a  shopkeeper's 
son.  This  was  a  business,  he  realized, 
no  longer  just  an  academic  research 
project.  Goodnight  and  Barr  decided 
to  strike  out  on  their  own.  N.C.  State 
ceded  them  all  copyrights  on  the  pro- 
gram in  exchange  for  free  upgrades. 
"They  didn't  know  what  software 
was,  so  they  didn't  know  how  to  control  it,"  remembers 
Barr.  He  owned  40%  of  their  new  SAS  Institute.  Good- 
night got  35%.  John  Sail  and  Jane  Helwig  split  the 
remaining  25%. 

After  that,  ex-partner  Barr  recalls  a  blur  of  sales  calls 
and  late-night  programming  sessions.  But  at  least  there 
was  no  hustling  for  startup  cash.  Thanks  to  customers 
signed  while  the  founders  were  still  at  the  university,  SAS 
was  cash -flow  positive  from  day  one.  Other  than  a  mort- 
gage (long  ago  repaid)  on  its  first  office  building,  SAS  has 
never  borrowed  a  dime,  nor  had  to  beg  for  equity  capital 
at  exorbitant  terms. 

During  the  1980s  Goodnight  lured  more  program- 
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For  information  on  watch  ref  5035,  authorized  retailers  and  other  watches  in  the  collection,  please  contact  Patek  Philippe  ,  Dept    104,  One  Rockefeller  Plaza,  New  York,  New  York  10020  (212)  581  0870. 


Begin  your  own  tradition. 

Whatever  innovations  Patek  Philippe  introduces,  every  watch  is  still 
crafted  by  hand.  The  men's  Annual  Calendar  is  the  first  self-winding 

calendar  watch  in  the  world  to  require  resetting  only  once  a  year. 
And  because  of  the  exceptional  workmanship, 

each  one  is  a  unique  object.  Which  is  perhaps  why  some 
people  feel  that  you  never  actually  own  a  Patek  Philippe. 
You  merely  take  care  of  it  for  the  next  generation. 


PATEK  PHILIPPE 

GENEVE 


friers,  who  began  to  develop  a  sas  Institute  "toolbox" 
!  ;il  new  statistical  algorithms  that  could 
used  in  combination  with  the  basic  sas  System  soft- 
l  here  are  now  25  of  these  add-on  modules,  offer- 
ing (for  extra  annual  fees)  things  like  more  sophisticated 

i  entory  financing  calculations  and  the  ability  to  produce 
charts  from  data. 

As  profits  began  to  pour  in,  Goodnight  began  accu- 
mulating huge  landholdings  in  and  around  Cary,  N.C., 
the  Research  Triangle  city  where  he  moved  SAS  head- 
quarters in  1980.  He  has  since  created  what  is,  in  effect, 
a  private  e  ompany  that  looks  and  feels  very  much  like  a 
university.  He  set  18  large  buildings 
on  200  rolling  acres  of  manicured 
flower  beds,  lakes  and  lawns  for  care- 
free Frisbee  games.  On  the  edge  of 
this  campus,  very  much  in  the  style  of 
the  old-time  merchant  who  lived  over 
the  store  or  the  university  president 


All  in  the  family 

The  Goodnight  tradeoff:  subpar  wages 
for  family-friendly  perks  and  working 
conditions.  With  less  than  4%  em- 
ployee turnover,  few  are  complaining. 


watching  over  his  school,  is  the  the  two-story  colonial 
house,  modeled  after  Carter's  Grove  in  Williamsburg,  Va., 
that  Goodnight  built  for  himself. 

Buying  land  and  erecting  buildings  might  seem  like  a 
dumb  way  for  a  high-tech  company  to  spend  money.  In 
this  case,  not  so.  By  Silicon  Valley  or  Route  128  stan- 
dards, Goodnight  pays  his  workers  rather  poorly.  No 
stock  options,  no  phantom  stock,  no  huge  bonuses.  So 
why  are  SAS  staff  so  loyal,  so  devoted?  Why  is  turnover  so 
low?  Call  it  old-fashioned  paternalism. 

Take  housing.  SAS  owns  thousands  of  developable  acres 
and  sells  employees  plots  at  steep  discounts  to  encourage 
them  to  put  down  roots  close  to  the 
office . 

Health  care?  Two  doctors  and  ten 
nurses  staff  a  7,500-square-foot  med- 
ical center.  There's  a  state-of-the-art 
nursery  school  and  day-care  center, 
with  one  staffer  for  every  three  chil- 
dren. Parents  are  encouraged  to  visit 
their  children  during  the  day,  and  they  often  take  them 
to  lunch  at  sas'  giant  cafeteria.  A  private  junior  and  senior 
high  school  is  now  being  built  on  the  edge  of  the  sas 
campus.  SAS  owns  a  country  club  where  sas  employees 
can  join  at  a  discount  from  the  initiation  fees  that  non- 
SASers  pay. 

Among  SAS  Institute's  other  assets  are:  a  giant  manor 
house  on  the  Thames,  a  chateau  in  Belgium  and  a 
German  beer  garden  and  hotel,  all  serving  as  exotic 
offices  for  sas'  European  employees.  Most  of  these  fringe 
benefits  are,  mind  you,  nontaxable.  Give  a  highly  paid 
employee  a  big  raise,  and  the  government  siphons  off  half 
of  it.  Give  him  or  her  a  juicy  fringe  instead,  and  the 
employee  gets  it  all.  If  SAS  resembles  a  giant  plantation, 
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'Why  should  you  have  a  defensive 

investment  in  your 
portfolio  today?" 

"Ask  me." 

The  Contrarian  Fund™ 


Paul  Stephens 

Contrarian  Fund 
Portfolio  Manager 


27.03% 


One -Year  Total  Return 

6/30/95  -  6/30/96 


24.53% 

Year-to-date  Total  Return 
as  of  8/31/96 


17.0 


Average  Annual  Return  Since  Inception 
6/30/93  -  6/30/96 


Performance  dara  quoted  represents  past  performance. 
You  should  realize  that  investment  return  and  principal 
value  will  fluctuate  so  that  shares,  when  redeemed,  may 
be  worth  more  or  less  than  their  original  cost. 


Paul  Stephens'  global  investment  strategy 
seeks  to  protect  your  investment  while 
growing  your  investment.  He  currently 
uses  shorts  and  put  options  to  take  a 
defensive  approach  to  the  U.S. 
market.  The  major  part  of  Paul's 
portfolio,  though,  is  invested 
overseas  for  long-term  growth 
of  capital  in  out-of-favor 
industries  and  new 
investment  themes.  For 
more  information  about 
Paul's  investment 
strategy  and  The 
Contrarian  Fund,  please 
call  today. 


1-800-766-3863 

ext.450 

or  http://vvww.rsim.com 


ROBERTSON 
STEPHENS  & 
COMPANY 


•or  more  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with  short  selling,  index  options,  and  international  investing  (e.g.,  cur- 
ency  fluctuations,  differences  in  accounting  practices,  and  economic  and  political  instability),  call  Robertson,  Stephens  &  Company  LLC,  distributor,  for  a  prospec- 
us.  Please  read  it  carefully  before  investing. 


Bringing    the    Fund    Manager    to    Y  o  u 


Programming  in  SAS 
The  attic 
and  the  toolbox 
for  the 

information  age. 


the  serfs  are  certainly  not  complaining. 

At  work,  sas'  4,000  employees  are  treated  like  univer- 
sity faculty  members:  Everyone  in  the  company  gets  an 
office,  formal  titles  are  largely  meaningless,  and  Good- 
night gives  those  who  show  initiative  wide  latitude  to 
pursue  individual  interests.  "What  they're  saying  to  the 
employees  is:  'We're  willing  to  take  care  of  you  if  you're 
willing  to  take  care  of  us,'  "  says  sas'  program  manager 
for  business  intelligence  Mark  Moorman.  "A  lot  of  the 
things  we  do  here,"  says  Goodnight,  "stem  from  our  early 
tax-avoiding  days." 

Goodnight's  customers  are  as  devoted  as  his  employ- 
ees— witness  a  95%  lease  renewal  rate.  SAS  leases  its  soft- 
ware, typically  at  a  current  base  price  of  around  $40,000 
a  year  (maintenance  and  upgrades  included),  depending 
on  how  many  of  a  customer's  employees  use  the  system. 
Leasing  rather  than  selling  reduces  the  out-of-pocket  cost 
to  the  customers  for  about  three  years,  but  it  favors  sas  in 
the  long  run — assuming  Goodnight  constantly  renews 
those  customers. 

Thus  sas  is  responsive  to  its  current  clients.  Goodnight 
says  he  avoids  elaborate  planning  and  goal  setting.  The 
customers,  he  avows,  will  show  the  company  where  to  go. 
Any  five-year  goals?  He  shakes  his  head.  Even  a  two-year 
plan?  "That's  about  as  far  as  my  vision  goes." 

There  is  one  technical  support  employee  for  every  100 
or  so  customers,  and  the  quality  of  assistance  gets  rave 
reviews.  At  this  level,  Goodnight  has  mandated  that  every 
suggestion  a  user  makes  be  written  down.  Once  a  year 
these  suggestions  are  sorted,  ranked  and  then  placed  on 
a  ballot  that  is  sent  out  to  every  sas  customer.  The  survey 
results  are  then  analyzed.  The  top  ten  suggestions  are 
almost  always  implemented,  providing  Goodnight  the 
vision  that  he  delegates. 

The  customers  are  monitored  in  other  ways.  Several 


on-line  user  groups  have  cropped  up,  and  sas  employees 
tune  in  on  these  sessions  frequentiy,  spying  on  uncensored 
gripes  and  kudos  from  users.  Then  there  is  the  annual  SAS 
national  conference,  supported  by  six  annual  SAS  region- 
al conferences,  supported  by  regional  SAS  clubs.  Net- 
worked together,  the  customers  and  the  sas  programmers 
constantly  come  up  with  ways  to  improve  the  basic  SAS 
product  and  expand  its  scope  by  developing  new 
extensions. 

Other  companies  talk  about  being  responsive  to  the 
customers.  At  SAS  it  isn't  an  objective.  It  is  a  religion. 
Peter  Welbrock  just  left  his  job  as  a  business  analyst  at 
Purina  Mills,  where  he  supervised  200  people  using  sas. 
He  sums  up  the  customer  loyalty  to  sas  software  this  way: 
"Once  you  start  using  it,  it  becomes  sort  of  insidious.  It 
permeates  the  place." 

As  data  mining  and  warehousing  have  become  recog- 
nized as  valuable  business  tools,  dozens  of  companies, 
notably  Oracle  and  Information  Builders,  have  developed 
competing  products  that  can  be  run  on  desktop  worksta- 
tions, sas  still  gets  more  than  half  its  revenue  from  main- 
frame users.  If  it  does  nothing,  it  risks  losing  customers  as 
they  switch  to  the  more  compact  systems. 

So  Goodnight  is  rolling  out  a  new  line  of  specifically 
tailored  software  that  doesn't  require  the  user  to  buy  the 
rest  of  the  big  SAS  mother  program.  The  first  of  these 
products  should  be  out  this  month.  Designed  for  chief 
financial  officers,  it  consolidates  results  from  different  divi- 
sions and  subsidiaries  and  presents  the  data  in  a  user- 
friendly  manner.  Next  will  come  programs  targeted  at 
human  resources  managers  and  oil  and  gas  exploration 
companies. 

"It's  an  amazingly  effective  business  practice,  listening 
to  your  customers,"  says  Jim  Goodnight.  In  that  brief 
sentence  is  enough  business  wisdom  to  fill  a  volume.  B 
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A  Matter  of  Class 


irst  the  distressing 
news:  Business-travel 
airfares  reached  a  five- 
year  high  this  summer  and 
American  Express  says  the 
price  of  a  ticket  pur- 
chased by  traveling  exec- 
utives jumped  12%  during 
the  first  six  months  of  1996. 

Now  the  good  news:  You 
can  get  more  for  your  business- 
travel  dollar.  Many  airlines 
allow  you  to  pay  the  coach 
fare  and  automatically 
upgrade  to  first  class  on 
domestic  flights.  On  international 
flights,  some  airlines  have  replaced  their 
utilitarian  business  classes  with  super- 
deluxe  cabins  that  offer  all  the  space  and 
amenities  of  first  class  but  cost  no  more 
than  the  standard  business-class  fare. 
And  international  airlines  that  have 
retained  traditional  first-class  cabins 
have  invested  millions  to  offer  new  frills 
like  cushy  sleeper  seats,  private  clubs  and 
free  airport  limousine  service. 

Pay  Coach,  Fly  First 

Even  savvy  frequent  flyers  are  often 
unaware  of  the  airline  programs  that 
allow  travelers  to  pay  the  unrestricted 
coach  tare  and  then  book  and  confirm  a 


Airlines  are  sparing  no  expense  to  upgrade  their  first-class  cabins. 


Memphis,  Detroit  and  Minneapolis, 
business  travelers  who  book  wisely  can 
travel  in  first  class  to  virtually  any  desti- 
nation in  the  U.S.  TWA  offers  a  similar 
program.  Called  Y-First,  the  plan 
applies  to  hundreds  of  domestic  TWA 
flights,  including  its  transcontinental 
nonstop  flights.  Travelers  who  purchase 
a  full-fare  unrestricted  coach  ticket  on 
the  qualifying  flights  are  upgraded  to 
first  class  whenever  a  seat  is  available. 


purchase  the  airline's  A  Fare,  which  is 
priced  about  the  same  as  an  unrestricted 
coach  ticket.  A  similar  approach  is  taken 
by  USAir,  which  calls  its  first-class 
upgrade  program  the  A4  fare. 

First-Class  Comfort, 
Business-Class  Price 

Although  these  innovative  upgrade 
programs  are  rarely  available  on  interna- 
tional flights,  major  airlines  are  improv- 


Smart  travelers  fly  first  class;  for  the  price  of  a 

coach  ticket  on  many  domestic  routes. 


seat  in  first  class.  Although  the  rules 
vary  by  airline,  the  plans  usually  allow 
the  upgrades  on  connecting  domestic 
flights  through  their  major  hubs. 

The  Northwest  Connect  First  plan, 
for  example,  offers  first-class  travel  for 
the  price  of  a  full  coach  fare  on  many 
Northwest  domestic  connecting  routes 
Given  Northwest's  bustling  hubs  in 


As  an  additional  benefit,  travelers  who 
book  the  Y-First  program  receive  at  least 
3,000  TWA  frequent  flyer  bonus  points 
for  each  round-trip  itinerary. 

Another  airline  offering  an  extensive 
"pay  coach,  fly  first"  plan  is  Continental. 
Its  program,  called  the  A  Fare,  allows 
members  of  its  OnePass  frequent  flyer 
program  to  fly  in  first  class  whenever  they 


ing  the  in-flight  lot  of  frequent  flyers. 
After  years  of  fiddling  with  three  classes 
of  airline  service  on  long-haul,  interna- 
tional flights,  many  carriers  have  melded 
their  first-  and  business-class  cabins  into 
a  single  compartment. 

The  result  of  this  class  merger?  First- 
class  comfort  and  service  at  the  price  of 
a  standard  business-class  ticket. 


Live  Legend 


Many  kotels  inspire  praise. 
Ours  have  inspired  movies,  Looks 
and  a  television  series. 


The  Fairmont's  unparalleled  elegance 
and  world-class  service  have  loeen  stirring 
hearts  and  imaginations  for  over  a  century.  In  fact,  our  credits 
include  bestsellers  such  as  "Eloise",  the  hit  series  "Hotel'' 
and  numerous  film  classics  ranging 
from  "Breakfast  at  Tiffany's"  to 
"Home  Alone  2"  And  of  course, 
you  won  t  fnd  a  more  perfect  setting 
for  your  vacation  or  business  travel. 
To  experience  these  legendary  hotels  for  yourself,  simply  call 


(800)  527-4727 for  more  information  or 
reservations.  The  rave  reviews  wi  11  follow. 


AMERICA'S  GRAND  HOTELS,  SINCE  1907 


Chicago  •  Daiias  •  New  Orleans  •  San  Francisco  •  San  Jose 
The  Copley  Plaza,  Boston  •  The  Plaza,  New  York 
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Pioneered  by  SAS  Scandi- 
navian Airlines  a  decade  ago, 
this  "super  business  class"  con- 
cept has  been  adopted  by 
many  of  the  world's  leading 
carriers,  including  Northwest, 
KLM,  TWA,  Virgin  Atlantic 
and  Alitalia. 
Perhaps  the  most  well  executed  of 
these  super  business  classes  is  World 
Business  Class,  first  introduced  in  1994 
and  jointly  offered  on  many  KLM  Royal 
Dutch  and  Northwest  Airlines  overseas 
flights.  Seats  in  the  Northwest  and  KLM 
World  Business  Class  cabin  are  config- 
ured with  48  inches  of  leg  room.  "The 
most  significant  features  of  World 
Business  Class,"  says  a  Northwest  official, 
"are  personal  space  and  comfort.  World 
Business  Class  is  designed  so  business 
travelers  will  get  off  the  plane  and  be 
ready  for  work  at  their  destination." 


apart  and  travelers  are  offered  fitted 
sheets,  comforters,  wool  blankets  and 
large  pillows.  As  part  of  the  airline's 
Trans  World  One  service,  travelers  can 
dine  in  a  special  club  before  departure 
and  receive  priority  check-in. 

Two  Classes  of  Luxury 

For  travelers  who  prefer  the  familiarity 
and  specialization  of  both  a  first-  and  a 
business-class  cabin,  some  carriers  have 
taken  remarkable  steps  to  upgrade  these 
traditional  levels  of  premium  service. 

For  example,  Asiana,  the  Korean  air- 
line that  began  flying  to  the  U.S.  in  1991, 
has  equipped  its  fleet  soleiy  with  the 
newest  and  most  spacious  long-haul  jets 
in  the  sky:  the  Boeing  747-400  and  the 
Boeing  767-300.  On  the  747-400s, 
Asiana  has  customized  the  first-  and  busi- 
ness-class cabins  with  extraordinary  com- 
fort and  elegance.  Seating  in  both  cabins 


with  a  really  comfortable  airline  seat  that 
fully  reclines  into  a  really  comfortable 
bed  during  overnight  flights.  After  years 
of  experimentation,  it's  fair  to  say  that  at 
least  two  carriers  have  crossed  the 
threshold.  Both  British  Airways  and  Air 
France  have  licked  the  chair-into-bed 
problem  and  now  sell  their  astounding 
creations  to  first-class  travelers. 

The  centerpiece  of  Air  France's  recent 
$100  million  investment  in  its  first-class 
cabins  is  the  L'Espace  180,  the  airline's 
new  first-class  sleeper  seat.  The  L'Espace 
180  chair  reclines  to  a  virtually  horizon- 
tal position  to  become  a  bed  measuring 
6  feet  5  inches. 

British  Airways  goes  even  further  in 
redefining  the  first-class  environment. 
BA's  first-class  cabin  has  no  rows  and  no 
seats  in  the  traditional  sense,  but  rather 
employs  an  arrangement  of  private  com- 
partments that  are  tilted  toward  the  air- 


Many  airlines  have  merged  first  and  business  classes. 

The  resultr  Rrst-class  comfort  for  the  price 
of  a  business-class  ticket. 


When  the  two  airlines  designed 
World  Business  Class,  they  also  included 
state-of-the-art  personal  video  systems 
that  offer  passengers  a  variety  of  in-flight 
movies,  news  and  sports.  Passengers  also 
receive  specially  designed  amenities  kits, 
and  are  provided  with  full-size  blankets 
and  butterfly-shaped  pillows  that  offer 
superior  neck  support. 

To  make  sure  the  World  Business 
Class  service  is  properly  delivered, 
Northwest  and  KLM  gave  special  train- 
ing to  all  of  its  flight  attendants  and  pas- 
senger representatives.  "Physically 
improving  the  product  is  very  impor- 
tant, but  what  is  even  more  critical  is  the 
way  in  which  the  service  is  delivered," 
explains  Northwest  President  and  Chief 
Executive  John  Dasburg. 

The  newest  interpretation  of  the 
"first-class-at-business-class  prices"  cabin 
is  Trans  World  One,  introduced  last  year 
by  TWA.  In  place  of  its  old  first-  and 
business-class  cabins  on  long-haul 
flights,  TWA  offers  lavish  Trans  World 
One  seating:  the  cabin's  reclining  chairs 
are  spaced  between  57  and  62  inches 


is  configured  2x2, 
which  eliminates  the 
annoying  middle  chair 
and  assures  each  passen- 
ger a  window  or  an  aisle 
seat.  First-class  seats  are 
equipped  with  a  person- 
al television  monitor, 
electronically  controlled 
head  rest,  lumbar  sup- 
port and  foot  rest. 

First-  and  business- 
class  passengers  who  fly 
Asiana  to  Seoul  also 
receive  an  array  of  spe- 
cial ground  services.  At  Seoul's  Kimpo 
Airport,  there  are  special  check-in  coun- 
ters, an  airport  concierge  and  private 
lounges.  And  there's  one  other  remark- 
ably effective  perk:  limousine  service 
from  Kimpo  directly  to  hotels  or  busi- 
ness addresses  in  Seoul. 

The  Final  Frontier 

As  any  business  traveler  knows,  beds 
are  the  final  frontier  in  the  sky.  Airlines 
have  struggled  for  decades  to  come  up 


craft's  windows.  The  seatback  becomes  a 
headboard  and  the  main  seat  reclines  to 
a  flat  bed.  Each  leather-  and  wood- 
trimmed  compartment  features  a  guest 
seat  for  visitors,  a  spacious  table  that 
accommodates  a  desk-sized  load  of 
paperwork  or  dinner  for  two,  a  televi- 
sion monitor  and  a  fiber-optic  reading 
light.  And  when  the  first-class  passenger 
chooses  to  nod  off  in  the  flying  bed,  a 
sound-absorbing  screen  offers  total 
snoozing  privacy. 


Innovation  is 
nothing  new  to  us. 


,  rents  Fords  and  other  fine  cars. 

VS.  PAT.  OFF.  O  HERTZ  SYSTEM  INC..  1996/1.13-96. 


Hertz  ftlOubt -old 


When  it  comes  to  innovation, 
speed  and  service, 
nobody  does  it  exactly  like  Hertz. 

(A)t  Hertz,  we're  always  inventing  new 
and  easier  ways  to  get  you  where  you're 
going.  It's  why  we  cre- 
ated Hertz  #1  Club  Gold: 
our  fastest  way  to  rent  a 
car.  And  there's  Hertz 
Instant  Return,  a  service  that  speeds  you 
back  to  your  flight  with  no  trips  to  the 
counter.  Also,  if  you're  a  Gold  mem- 
ber, you  can  take  advantage  of 
Hertz  Curbside  Return-an  innova- 
tion that  delivers  you  directly 
to  your  terminal  in  your  Hertz 
rental  car.  Available  at  various 
airports  for  a  nominal  fee.  In  select 
rentals,  we  offer  Hertz  NeverLost"1- 
our  in-car  navigation 
system  with  moving 
on-screen  maps,  direc- 
tions and  voice  prompts.  You'll  find 
these  services  already  available  at 
Hertz  locations  in  several 
cities  across  the  country. 
And  the  new  Hertz  en- 
hanced Computerized 
Driving  Directions  will 
offer  you  detailed,  comput- 
erized, printed  directions  to  and 
^  from  most  any  address 
within  a  metropolitan 
area  with  the  touch  of  a 
screen.  After  all,  inno- 
— vation  is  nothing  new 
to  us.  We  created  the  rental  car  industry 
over  75  years  ago. 


Hertz 

Curbside  Return 


exactly. 
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New  Airports, 

New  Strategies 


usiness  travelers  who  have 
made  their  way  to  Denver 
International  Airport 
can't  help  noticing 
the  facility's  dra- 
matic public 
spaces  and  dis- 
tinctly Western 
sprawl.  Opened 
last  year,  Denver 
International  is  not 
only  several  times  the 
size  of  the  airport  it  replaced  (Stapleton 
International),  it  is  several  times  the  size 
of  Manhattan.  It's  also  light  years 
beyond  Stapleton  in  terms  of  passenger 
convenience  and  amenities. 

A  similar  transformation  is  under 
way  in  Hong  Kong,  where  crowded  Kai 
Tak  Airport  is  scheduled  to  be  replaced 
in  early  1998  by  the  multibillion-dollar 
Chek  Lap  Kok.  The  new  Hong  Kong 
facility  will  feature  a  huge  shopping  mall 
and  require  the  building  of  a  new  city 
called  Tung  Chung. 

New  airports  are  undoubtedly  good 
news  for  business  travelers.  But  new  air- 
ports are  also  financial  albatrosses.  Both 
Denver  International  and  Chek  Lap  Kok 
are  over  budget,  and  are  political  liabili- 
ties for  their  boostets.  Chastened  by 
Denver  and  Hong  Kong's  struggles,  few 


at  all  cost.  Need  to  make  a  connection? 
Consider  Cincinnati,  which  boasts  a 
new  passenger  terminal,  or  Pittsburgh, 
where  a  new  complex  has  been  hailed  as 
the  best  new  U.S.  airport  project  in 
decades.  Other  worthy  connection 
points  are  St.  Louis,  Detroit  and 
Minneapolis. 

Using  a  large  connecting  hub  airport 
like  O'Hare  or  London  Heathrow  when 
you  are  leaving  from  or  traveling  to  a 
city  like  Chicago  or  London  is  a  huge 


from  downtown  San  Francisco,  and  fly- 
ing into  or  out  of  Oakland  spares  you 
the  trouble  of  mixing  with  all  the  trans- 
Pacific  connecting  traffic  at  San 
Francisco  International.  Other  cities 
with  excellent  secondary  airports  that  are 
less  crowded  and  more  convenient 
include  Houston,  Los  Angeles,  New 
York,  Paris  and  Dallas. 

The  single  best  investment  a  business 
traveler  can  make  is  joining  an  airline- 
sponsored  airport  club.  Choosing  the 


The  single  best  investment  a  business  traveler  c&n  make 

is  pining  an  airline-sponsored  airport  club. 


cities  are  contemplating  completely  new 
airports. 

So  what  are  business  travelers  to  do 
when  the  new  facilities  they  enjoy  are 
not  likely  to  be  forthcoming?  Mostly, 
you've  got  to  think  strategically  when 
planning  your  itineraries.  Here  are  some 
tips  worth  considering. 

The  nation's  three  busiest  hubs  — 
Chicago  O'Hare,  Dallas/Ft.  Worth  and 
Atlanta  Hartsfield  —  should  be  woided 


mistake.  Rather  than  jostle  with  thou- 
sands of  travelers  on  their  way  to  some- 
where else  —  more  than  half  the  traffic 
at  O'Hare  is  just  passing  through  en 
route  to  other  destinations  —  fly  into 
and  out  of  the  city's  secondary  airport. 
Travelers  heading  to  or  from  Chicago  are 
much  better  served  by  Midway  Airport. 
Similarly  travelers  to  or  from  London 
are  better  off  using  Gatwick.  Oakland 
International  is  a  quick  rapid-transit  ride 


best  network  of  lounges  depends  on 
your  travel  patterns,  of  course,  but  now 
there's  a  central  source  of  information 
on  the  clubs.  The  Air  Travel  Card's 
Business  Travel  Airport  Directory 
includes  specific  locations  of  business 
centers  and  airline  clubs  in  more  than 
100  major  airports  around  the  world. 
Single  copies  are  available  for  $2.50 
from  the  Air  Travel  Card  (800-222-4688 
or  202-626-4225). 


WORLD  BUSINESS  CLAS  S 


I  only  ask  two  things  when  I  fly.  How  much  time  can 
I  save?  And  how  comfortable  can  I  be? 

Which  is  why  I  like  World  Business  Class  '  from  Northwest 
Airlines  and  KLM.  The  Northwest  hub  in  Detroit  helps  me 
connect  to  Asia  up  to  five  hours  faster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space. 
They've  added  legroom,  reclined  the  seats  further,  and  that 
really  helps,  sleeping-wise.  More  than  adequate  for  someone 
my  size,  and  I'm  six  three. 


My  business  philosophy  is  no  big  secret.  You  have  to  stay 
one  step  ahead.  You've  got  to  continually  look  for  advantage. 

And  time-travel-saving  several  hours  or  even  half  a  day- 
is  a  big  one. 


Bangkok,  Thailand 


Published  airline  schedules  in  effect  on  January  8.  1996  for  the  week  of  May  13-19.  and  are  based  on 
eastbound-westbound  averages.  Schedules  are  based  on  information  from  the  Official  Airline  Guide. 
©1996  Northwest  Airlines,  Inc  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses.  O 


NORTHWEST  'f* 

AIRLINES  I^LhiIwI 


I  -800-447-4747 
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Pass  the  Counter 
and  Ask  the  Computer 


ry  as  they  might,  car-rental 

firms  are  rarely  able  to 
differentiate  them- 
selves in  the  minds  of  busi- 
ness travelers.  Frequent 
travelers  know  that  all  the 
firms  essentially  offer  the 
same  cars  for  the  same 
prices  at  the  same 
locations,  so  they 
erroneously  conclude 
that  car  rentals  are  a  commodity. 

But  what  business  travelers  often  miss 
is  the  service  factor.  Major  rental  firms 
do  differ  when  it  comes  to  crucial  service 
components  like  the  ability  to  allow  fre- 
quent travelers  to  bypass  airport  rental 
counters  and  the  availability  of  in-car 
computerized  directional  systems. 

Perhaps  the  ultimate  service  business 
travelers  expect  from  car-rental  firms  is 
the  ability  to  bypass  airport  rental  coun- 
ters. Business  travelers  want  to  go  direct- 
ly from  their  airport  arrival  gate  to  their 
rented  car  without  waiting  at  the  rental 
counter  to  sign  a  boilerplate  contract. 
To  their  credit,  several  major  rental  firms 
have  responded  by  allowing  travelers  to 
eliminate  the  annoying  counter 
encounter.  These  instant-rental  programs 
go  by  different  names  —  Hertz  #  1  Club 
Gold,  Avis  Preferred,  National's  Emerald 
Club  —  but  they  all  free  executive  travel- 


Executives  now  expect  quick  pick  up  and  return  of  rental  cars 


rental  contract  for  all  future  transactions. 
Whenever  a  #1  Club  Gold  member 
makes  a  reservation,  the  car  and  paper- 
work are  prepared  in  advance.  Members 
arriving  at  the  airport  need  only  show 
their  drivers  license. 


the  return  lot.  Instead 
of  bringing  their  keys 
and  contracts  to  a 
rental-return  desk  and 
hopping  a  shuttle  bus, 
they  are  met  at  their 
car  by  a  uniformed 
agent  who  issues  an 
on-the-spot  receipt. 
A  company  chauffeur 
then  drives  the  renter 
(in  the  rental  car) 
to  the  departure 
terminal. 

Hertz  and  Avis  also 
lead  the  car-rental 
pack  in  the  area  of 
computerized  naviga- 
tion systems,  those 
ingenious  onboard 
electronic  mapping 
systems  that  direct 
renters  from  place  to 
place  in  an  unfamiliar 
location.  Hertz, 
which  calls  its  system 
NeverLost,  is  expected 
to  have  more  than  8,000  cars  equipped 
with  the  technology  by  the  end  of 
October.  That  is  "roughly  eight  times  as 
many  navigation  units  as  the  next  car- 
rental  company,"  says  Hertz  Senior  Vice 
President  Robert  J.  Bailey. 


Several  major  firrns  recognize  that  business  travelers 

hate  to  wart  at  rerTxalcounters  to  rent  or  return  cars. 


ers  from  the  time-wasting  counter  stop. 

The  Hertz  program  is  the  best-known, 
best-executed  and  most  universally  avail- 
able of  the  instant- rental  plans.  Hertz 
offers  #1  Club  Gold  for  a  modest  $50  fee 
at  more  than  600  rental  locations  in  the 
U.S.,  Canada  and  overseas.  Hertz  cus- 
tomers complete  an  enrollment  form  by 
mail,  an  agreement  that  serves  as  a  master 


Another  time-saving  service  major 
rental  firms  now  offer  business  travelers  is 
an  optional  return-valet  service.  This 
allows  harried  executives  to  skip  the 
counter  stop  and  the  hassle  when  they 
return  their  cars  to  major  airports.  In 
both  the  Avis  Return  Valet  and  Hertz 
Curbside  Return  plans,  business  travelers 
drive  their  rented  cars  to  specified  areas  of 


Units  like  NeverLost  combine  Global 
Positioning  System  satellite  technology 
with  dead-reckoning  and  map-matching 
technology.  The  results  are  displayed  on 
a  four-inch  color  monitor  mounted 
between  the  driver  and  the  passenger 
seats.  The  systems  also  use  computer- 
generated  voice  prompts  that  give  renters 
easy-to-follow,  turn-by-turn  directions. 


You  know  tipping  isn't  required  anywhere  in  Japan. 

And  now  you  know  with  MCI  World  Savings/"  select  as  many  numbers  as  you  like 


24  Hours  a  Day 


and  you'll  always  get  one  low  rate,  24  hours  a  day,  to  each  country. 


direct  dial  calls  $3  mo  fee  Exc  promos 


s  I  '.J^J,  L_L 


the  World" 


1-806-754-9198 

http://www.mci.corn 
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Finding  the  Better  Guest  Room 

Mints  on  your  pillow  and  mink-oil  shampoo 
in  the  bathroom  are  out.  In-rpom  fax  machines  and 

work  desks  and  chairs  are  in. 


one  are  the  days  when 
business  travelers 
could  walk  up  to  the 
front  desk  of  virtual- 
ly any  hotel  in 
America,  name  their 
price  for  a  guest  room 
and  then  demand  a 
free  upgrade  to  a  suite. 
What  was  once  a  buyer's  market  — 
too  many  guest  rooms  chasing  too  few 
business-travel  guests  —  has  become  a 
seller's  market.  Many  important  business 
cities  face  chronic  shortages  of  hotel 
rooms  and  lew  new  hotel  projects  are  on 
the  drawing  boards  or  under  con- 
struction. The  result?  Average 
room  rates  that  have  already 
reached  historic  heights  and  show 
no  signs  of  peaking. 

But  the  situation  is  hardly  bleak 
for  road  warriors.  If  frequent  flyers 
are  no  longer  in  the  metaphoric 
driver's  seat  when  it  comes  to  room 
rates,  at  least  major  hoteliers  are 
working  extremely  hard  to  justify 
the  rates  they  do  charge.  Hotel 
companies  big  and  small  have 
introduced  a  robust  round  of  inno- 
vations, valuable  amenities  and 
totally  new  concepts  in  lodging. 
Business  travelers  are  definitely 
paying  more  for  a  hotel  room,  but 
they  are  also  getting  more,  too. 


on  sometimes  meaningless  frills,  hoteliers 
have  shifted  gears  and  begun  reconfiguring 
their  guest  rooms.  Out  are  mints  on  your 
pillow  and  over-the-top  bath  oils.  In  are 
oversized  desks,  adjustable  chairs,  in-room 
fax  machines  and  all  the  other  tools  busi- 
ness travelers  require  to  work  on  the  road. 
The  price?  Often  no  more  than  a  stan- 
dard guest  room. 

Marriott,  for  example,  is  converting 
20%  of  its  rooms  in  full-service  Marriott 
hotels  into  Rooms  That  Work.  The  cen- 
terpiece of  these  rooms  is  a  special  two- 
piece  desk:  One  section  features  a  console 
and  the  other  is  a  writing  desk  on  casters 


outlets  and  a  computer  modem  jack. 
Guest-room  phones  have  voice  mail  and 
call-waiting  capabilities  and  there  are  no 
access  fees  for  calling-card  calls. 

Other  hotels  have  embraced  similar 
programs,  each  with  the  goal  of  convert- 
ing guest  rooms  into  functional  offices  for 
traveling  executives.  Guest  rooms  in  the 
Hyatt  Business  Plan  are  equipped  with  fax 
machines  and  special  desks.  Continental 
breakfast  is  free  and  there  is  no  access 
charge  for  calling-card  calls.  The  Guest 
Office  concept  from  Westin  includes  a  fax 
machine  and  a  computer  printer  in  each 
room.  Sheraton's  Corporate  Club  rooms 


A  Room  That  Works 

One  of  the  most  encouraging 
developments  in  die  lodging  landscape  in 
recent  years  has  been  the  hotel  industry's 
rush  to  accommodate  the  need  of  business 
travelers  to  have  quality  work  space  in 
their  guest  rooms. 

After  more  than  a  decide  of  focusing 


The  Fairmont  in  San  Jose,  the  gem  of  the  Silicon  Valley. 


that  can  be  moved  around  the  room  and 
adjusted  to  accommodate  a  guest's  person- 
al work  style.  The  room  also  features  a 
tilting  ergonomic  chair  with  an  adjustable 
seat.  And  built  into  the  base  of  the  glare- 
free  desk  lamp  are  two  electrical  power 


have  similar  features,  and  various  element: 
of  these  plans  are  in  place  at  hotels  operat 
ed  by  Loews  and  Radisson. 

Location  Is  Everything 

Another  important  factor  in  getting 
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HOTELS  RESORTS  SUITES 

Currently  available  at  no  exlra  cost  in  over  70  hotels,  including  all  major  markets,  with  continued  expansion  throughout  1996. 


TRENDSETTERS 
ARE  LEADING 
THE  WAY  TO 
THE  MARQUIS 
REFORMA  HOTEL 
IN  MEXICO  CITY 


We  know  you  are  a 
Trendsetter. ..you  like  to  be 
ahead  of  the  crowd.  You  like  to 
enjoy  a  comfortable  and 
luxurious  atmosphere  as  well  as 
the  latest  technology.  That  is 
why  we  know  you  will  like  the 
Marquis  Reforma,  the  small  and 
luxurious  Hotel  in  Mexico  City. 


M6- 


[AflOSJ 

» i  f o ens 

THE  SMALL  AND  LUXURIOUS 
HOTEL  IN  MEXICO  CITY 


Paseo  de  la  Reforma  465 
Col.  Cuauhtemoc  CP.  06500 
Mexico  D.F.  211-3600 
U.S.A.  Reservations: 
1(800)223-6800 
1(800)  525-4800 
1(800)  2352387 
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the  most  for  your  lodging  dollar  is  choos- 
ing a  hotel  in  the  right  location.  Hotels, 
like  real  estate,  are  judged  by  three  crucial 
factors:  location,  location  and,  of  course, 
location.  Most  executives  properly  value 
their  time  over  everything  else,  so  finding 
a  hotel  in  the  center  of  everything  is  often 
the  most  productive  decision  a  corporate 
executive  makes  during  a  business  trip. 

"You  won't  find  one  Nikko  hotel  that 
looks  like  another,  but  you  will  find  that 
each  one  is  located  in  the  right  place  for 
business  travelers,"  says  Craig  Daun,  cor- 
porate director  of  marketing  for  Nikko 
Hotels  USA. 

Fairmont  Hotels  has  also  excelled  in 
choosing  properties  at  the  heart  of  the 
business  cities  where  they  are  situated. 
The  group's  legendary  San  Francisco 
property  is  located  atop  Nob  Hill. 
Fairmont  also  manages  the  best  hotel  in 
San  Jose's  Silicon  Valley.  The  Fairmont 
Chicago  overlooks  Lake  Michigan  and 
Grant  Park.  And  now  that  the  Fairmont 
group  has  begun  an  East  Coast  expansion, 


financial  district  and  at  the  World  Trade 
Center;  in  midtown  Manhattan,  on  the 
East  Side  business  district  and  at  Times 
Square;  in  many  key  suburban  business 
centers;  and  at  all  three  major  New  York 
airports. 

The  Facilities  Factor 

Business  travelers  now  routinely 
expect  a  wide  selection  of  on-site  facilities 
from  their  hotels.  Executives  on  a  frantic 
travel  schedule  rely  on  their  lodgings  to 
have  a  health  club  with  modern  fitness 
equipment;  one  or  more  excellent  dining 
rooms;  effortless  express  check-in  and 
check-out  facilities;  and  a  full-service 
business  center. 

But  having  the  facilities  on  the  pre- 
mises isn't  enough,  explains  a  Marriott 
executive.  "The  business  traveler  is  think- 
ing about  other  things,  about  business,  not 
about  the  hotel,  so  it's  not  enough  to  have 
a  health  club  and  then  keep  it  open  only 
from  8  a.m.  to  6  p.m,"  she  says.  "Unless 
it's  open  whenever  the  business  traveler 


Finding  a  hotel  in  the  center  of  everything 

is  tne  most  productive  decision  , 
you  can  make  dunng  a  business  tnp. 


its  two  new  properties  are  classic  gems 
that  dominate  the  business  lives  of  their 
respective  cities:  The  Plaza  in  New  York 
and  the  Copley  Plaza  in  Boston. 

Being  where  business  travelers  do 
business  is  crucial  for  individual  boutique 
hotels,  exclusive  hotel  groups  and  even 
the  big  hotel  chains.  Consider  the  209- 
room  Hotel  Marquis  Reforma  in  Mexico 
City,  for  example.  It  boasts  excellent  ser- 
vice and  a  wide  array  of  special  amenities, 
but  the  Marquis  Reforma's  best  attraction 
for  executives  is  its  centralized  location. 
Situated  on  the  Paseo  de  la  Reforma,  the 
hotel  is  in  the  heart  of  the  city's  cultural 
district  and  within  easy  walking  distance 
of  Mexico  City's  major  corporate  head- 
quarters. And  it  is  hard  to  ignore  how 
Marriott,  perhaps  the  world's  largest 
lodging  firm,  encircles  the  New  York 
metropolitan  area.  Marriott  hotels  are 
located  downtown,  in  the  Wall  Street 


needs  it,  it's  useless."  Daun  of  Nikko 
agrees.  "Just  having  a  restaurant  isn't  the 
point.  It's  got  to  be  a  dining  room  that 
the  business  traveler  feels  can  be  used  to 
impress  and  entertain  clients,"  he  says. 

Perhaps  no  hotel  group  stresses  the  on- 
site  amenities  like  Fairmont.  Each 
Fairmont  guest  room  now  features  in-room 
faxes  and  two-line  phones  with  dataports. 
And  each  property  offers  24-hour  room 
service  and  concierges,  a  fully  equipped 
business  center  and  overnight  laundry, 
valet  and  shoe-shine  service. 

"It's  important  to  select  a  hotel  that 
offers  the  services  you  really  need," 
explains  Stanley  R.  Boyd,  Fairmont's  vice 
president  of  sales  and  marketing.  "Free 
breakfast  may  sound  enticing,  but,  if  you 
arrive  at  the  hotel  at  12:30  a.m.,  what  you 
really  need  is  a  hotel  that  can  press  your 
clothes  overnight  so  you  are  crisp  for  your 
7:30  a.m.  breakfast  meeting." 


50  YEARS  AGO,  WE  PUT  KOREA  ON  WHEELS. 
TODAY,  WE'RE  PUTTING  ASIANA  ON  THE  MAP. 


With  the  purchase  of  a  single  taxi,  the  late  chairman  of  the  Kumho  Group,  Park 
In-Chun  launched  the  transportation  industry  in  Korea,  and  took  the  first  step 
toward  realizing  his  vision  -  creating  a  company  that  would  make  a  major  con- 
tribution to  the  development  of  Korea  and,  eventually  become  a  leader  in  the 
emerging  Pacific  Rim  economy. 


Today,  half  a  century  later,  the  Kumho  Group  is  one  of  Korea's  major  conglom- 
erates -  involved  in  chemicals,  construction,  tire  manufacturing,  trans- 
portation, information  and  communication  and,  of  course,  aviation. 


And  while  each  of  these  thriving  entities  is  doing  business 
globally,  Asiana  Airlines  remains  the  primary  link  to 
our  transportation  heritage.  Since  its  founding  in 
1988,  we  have  been  guided  by  four  principles: 
safe  operation,  quality  service,  operational 
integrity,  and  environmental  conservation. 


Today,  Asiana  offers  35  flights  a  week  to 
Seoul  -  non-stop  from  most  major  U.S. 
ports.  Flights  to  over  30  other  major 
Asian  business  destinations.  The 
newest  all-Boeing  fleet  in  the  world.  A 
totally  smoke-free  environment.  And,  of 
course,  warm  Asian  hospitality. 


The  crown  jewel  of  the  Kumho  Group,  Asiana 
Airlines  is  ready  to  become  the  airline  of  the  21st  century 


For  information  and  reservations,  contact  your  local  travel  agent  or 
call  800-227-4262. 


mm  iimii! 


f        ^      The  jewel  of  Asia 

f_T  Asians 
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Taveling  the  Information  Superhighs 

t  ,       Within  two  years,  most,  companies  will  be  usinc 

the  Internet  to  book  all  or  some  of  its  travet 


f  you're  a 

Ineo-Luddite 
frequent  flyer 
who  thinks 
business  travel  has  nothing 
to  do  with  high  technology, 
consider  these  two  nuggets 
of  data: 
•  United  Airlines  says  its 
new  electronic-ticketing 
program  is  already  the 
choice  of  at  least  one- 
third  of  the  customers  eligible  to  use  it. 

•  An  Air  Travel  Card  survey  of  corpo- 
rate-travel executives  reveals  that  sensi- 
tive company  information  is  now  more 
frequently  stolen  from  laptop  computers 
and  computer  disks  (38.5%)  than  from 
briefcases  (28%)  or  from  paper  docu- 
ments (18%). 

If  you're  still  unsure  of  the  influence 
of  high  technology  on  travel,  perhaps 
two  more  bits  of  news  will  put  things 
into  perspective.  The  Air  Travel  Card 
survey  reports  that  62%  of  the  compa- 
nies already  use  on-line  services  to 
obtain  busi- 
ness-travel 
information. 
Within  two 
years,  the  sur- 
vey con- 
cludes, 69% 
of  executives 
will  "regularly 
or  often  use" 
the  Internet 
for  making 
travel  reserva- 
tions. 

So  how  do 
stone-age  fre- 
quent flyers  play  catch  up? 
are  some  tips: 


Laptop  computers  are  an  important  productivity  tool. 

Here 


1 .  Get  a  Laptop 

Portable  computers  have  emerged  as 


the  single  most  important  personal  pro- 
ductivity tool  in  the  modern  business 
world.  They  not  only  crunch  data  and 
process  words,  their  modems  also  allow 
you  to  keep  in  touch  with  your  office, 
tap  into  corporate  databases  and,  of 
course,  surf  the  Internet.  If  you  need  a 
laptop  and  you're  intimidated  by  the  big 
computer  shops,  head  for  Radio  Shack. 
Not  only  do  all  6,800  Radio  Shack 
shops  sell  IBM  Thinkpad  and  other 
portable  computers,  but  each  store  is  a 
treasure  trove  ol  the  peripherals  you'll 
need  to  keep  your  laptop  happy. 

2.  Get  Connected 

Operations  such  as  CompuServe  and 
America  Online  have  become  invaluable 
sources  for  everything  from  business 
information  and  breaking  news  to  elec- 
tronic mail  and  travel  data.  For  exam- 
ple, at  least  three  airlines  (Air  Canada, 

TWA  and 
Northwest) 
maintain 
CompuServe 
areas  to  keep 
in  touch 
with  their 
frequent 
flyers. 

3.  Get 
on  the 
Web 

The  trav- 
el industry 
has  been 

quick  to  embrace  the  Internet  and  the 
World  Wide  Web.  Airlines,  hotels  and 
car  rental  firms  have  constructed  Web 
site  home  pages  to  deliver  information 
directly  to  travelers.  The  Amtrak  site 


(www.amtrak.com),  for  example,  allows 
rail  travelers  to  construct  complete  rail 
itineraries.  Asiana  Airlines'  home  page 
(www.asiana.co.kr)  offers  timetables, 
updates  on  its  frequent-travel  plans  and 
other  useful  information.  A  big  inter- 
national hotel  chain  like  Marriott  uses 
its  Web  site  (www.marriott.com)  to  help 
travelers  locate  its  far-flung  empire  of 
Marriott,  Courtyard  and  Residence 
Inn  hotels.  Even  a  boutique  property 
like  the  Hotel  Marquis  Reforma  in 
Mexico  City  has  its  own  home  page 
(www.  wwb.com/PAGES/brochure/b  101 
602.html);  it  offers  basic  property  detail 
and  totally  obliterates  the  Spanish- 
English  language  barrier. 

Don't  have  a  requisite  Web  browser 
and  an  Internet  service  provider?  Call 
MCI  Internet  at  1-800-390-1975.  MC 
gives  you  Microsoft's  easy-to-use 
Internet  Explorer  browser,  20  free  hour 
of  local  dial-up  access  and  a  great  deal 
on  monthly  Internet  access. 

4.  Get  Electronic  Tickets 

Hotels  and  car-rental  companies 
ditched  paper  reservations  decades  ago, 
but  it  has  taken  the  airlines  years  to 
catch  up.  Now  all  the  major  carriers 
offer  some  form  of  paperless  ticketing, 
and  many  pundits  expect  the  traditiona 
airline  ticket  to  disappear  by  the  end  of 
the' century.  And  it's  no  surprise,  since 
electronic  ticketing  is  a  business  travel- 
er's delight.  Northwest's  E-Ticket  pro- 
gram, for  example,  is  no  more  compli- 
cated than  making  a  telephone  call  to 
book  your  flight  and  select  your  seat, 
receiving  a  faxed  confirmation,  and 
then  showing  photo  identification  at 
the  airport. 


Around  the  clock  security. 


'ou'll  now  find  ADT 
at  RadioShack.  You 

know  ADT.  They're  the 
biggest  and  the  best  at  pro- 
viding peace  of  mind.  You 
see  their  initials  everywhere 
you  go.  At  businesses 
hd  homes  where  people  who  care  about  secu- 
:y  are  doing  the  right  thing.  They're  getting 
;  rrific  security  systems  and  the  24-hour  moni- 
jiring  that  helps  them  sleep  better.  Now  you'll 
|e  ADT  at  another  place  where  people  care  about 
ping  the  right  thing.  RadioShack. 


Around  the  corner  answers. 


Security 
Systems 


ONE 

MONTH 


^adioShack  is  your  new  headquarters  for  ADT. 
kRight  now,  you  can  get  an  unparalleled  ADT 
system  for  as  low  as  $24.95  a  month  (that's  about 
83c  a  day),  plus  installation.*  And,  for  a  limited 
time,  your  first  month  of  monitoring  is  included  at 
no  extra  charge.  We  can  arrange  it  all  in  the  store. 
With  over  6600  RadioShack  locations  nation- 
wide, we're  just  around  the  corner. 


SECURITY 

THEN  AS  LOW  AS 

83^  A  DAY 


RadioShack 

You've  got  questions. 
We've  got  answers! 


IS-month  monitoring  agreement  required  at  $24.95  a  month.  In  California,  ADT  24-hour  central  station  monitoring  agreement  required  for  24  months  at  $24.95  per  month  ($598.80)  Telephone  connection  fee  and/or  local  permit 
is  maybe  required  (required  in  South  Florida  and  Wisconsin).  Not  valid  with  any  other  offer.  Certain  restrictions  apply  Satisfactory  credit  history  required  Offer  expires  1 1/1/96  System  to  remain  properly  of  ADT.  A7_  license  #109396. 
ilalarm  company  #AC04227.  CT  #105-789.  FL#s  EF0000-91 1,  -405,  -950.  MD  #42487.  Ml  #BA-0829.  MT  #3254.  NY  #s  12000025576, 0905049  OK  #0067. TN  Alarm  License  #s  C-0294,  C-0255,  C-0216,  C-0241.TX  #B-536. 


ADT  AND  RADIOSHACK.  TAKING  THE  INSECURITY  OUT  OF  HOME  SECURITY.8 


^■Ifi/i/Ciii ^  •>  Air  New.  Zealand  >f  Alitalia  ♦  American  Airlines  >)-  Austrian  Airlines  >)-  British  Airways 


^^/l^annual  fees 
or  per  card  charges. 

Now  that's  what 
we  call  a  departure 


Of  course,  those  are  just  two  of  the  reasons  you'll  cut  costs  with  the  Air  Travel  Card. 
There's  also  the  fact  that  you'll  get  one  concise  centralized  billing  statement  with 
comprehensive  data,  saving  you  money  and  time  during  reconciliation.  And  you'll  get 
no-cost  automatic  travel  insurance.  For  more  information,  call  1-800-222-4688  or  call 
your  travel  agent. 


Northwest  Air  \ 


-f   Lufthansa   -f    Kuwait  Airways  -fr    KL  M  R  oyal  Dutch  Airlines 
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ontheroad 


The  Best  oi  Mis  New 


,  Slick  new  products  and 
innovative  services  are  changing 
the  face  of  business  travel 


ife  on  the  road  continues 
to  be  a  struggle  for  execu- 
tive travelers,  but  there  are 
some  innovative  ideas  and 
concepts  to  make  day-to- 
day living  more  congenial 
for  road  warriors.  Here's 
the  best  of  what's  new  on 
the  road. 

A  Good  Night's  Sleep 

Hilton  Hotels  isn't  kidding  when  it 
says  its  new  Sleep-Tight  Rooms  will 
increase  the  odds  that  business  travelers 
will  get  a  good  night's  sleep.  "We've 
identified  the  elements  that  affect  how  a 
person  sleeps,  as  well  as  behavioral  tech- 
niques travelers  can  use  to  help  combat 
sleep  dysfunction,"  explains  Robert  E. 
Dirks,  a  Hilton  executive.  The  Sleep- 
Tight  rooms  "are  specially  designed  with 
a  host  of  special  features  to  help  travelers 
get  the  best  sleep 
possible." 

Among  those 
features  are:  white 
sound  machines  to 
block  unwanted 
noise;  "soundscape 
machines"  that 
emit  soothing 
environmental 
sounds;  light  boxes 
that  purportedly 
help  the  body 
realign  its  circadian 
sleep  rhythms  to 
combat  jet  lag; 
adjustable  mat- 


tresses; relaxation  audiotapes;  and 
light-  and  sound-proofing  products. 

Developed  with  the  National  Sleep 
Foundation,  Sleep-Tight  rooms  will  be 
tested  this  fall  at  selected  Hilton  hotels 
in  Chicago,  Los  Angeles,  Washington, 
New  York  and  Hawaii. 

Two  Cards  in  One 

The  Air  Travel  Card  has  long  been 
one  of  business  travelers'  best  assets 
because  it  allowed  them  to  charge  air- 
line tickets  directly  to  a  centrally  billed 
corporate  account.  Now,  however,  Air 
Travel  Card  has  introduced  a  co-brand- 
ed product  that  allows  the  card  to  dou- 
ble as  a  MasterCard  Corporate  card. 
"The  co-branded  card  program  offers 
the  corporate  user  the  option  of  having 
a  single  payment  system  for  all  travel 
and  entertainment  expenses,"  explains 
Charles  B.  Fischer,  managing  director 


Benkay's  Sake  Bar  in  the  Hotel  Nikko  Chicago 


Air  Travel  Ui  Car  Rental 


it  also 
flies  on 
land. 


troducing 
the  Corporate 
Air  Travel  Card 
MasterCard 
for  all  your 
business  needs. 


The  new  Corporate  Air  Travel 
Card  MasterCard  is  the  smartest 
way  to  keep  your  travel  expenses 
itemized  and  under  control.  It 
combines  all  the  benefits  of  a 
centrally  billed  Air  Travel  Card 
account  with  the  acceptance  of 
MasterCard®.  And  with  no-cost 
automatic  travel  insurance  and 
the  full  range  of  MasterAssist® 
Family  of  Services,  all  your 
travel  needs  are  covered.  The 
Corporate  Air  Travel  Card 
MasterCard  is  available  through 
participating  airlines.  For  more 
information,  call  1-800-222-4688 
(or  202-626-4225)  or  call  your 
travel  agent. 


World  Wide  Web: 
http://air-travel-card.com 


Air  Travel 


Hotel 


advertisement  18 


u 


ncompFomisingo 


Just 


juiec  ion 


At  Nikko  Hotels  throughout 
North  America,  you  will  experience  the 
incomparable  services  and  amenities 
of  a  world-class  luxury  hotel.  You  will 
also  find  a  dedicated  staff  committed  to 
excellence... anticipating  and  exceeding 
the  needs  of  the  business  traveler. 

I 

Spacious  rooms  designed  for  the  business 
traveler.  Voice  mail,  dataports,  many  with 
in-room  fax  machines.  A  fully  equipped 
Executive  Business  Center  with  computers, 
printers. ..everything  to  rival  your  own  office  and  available  whenever  you 
need  it.  Even  a  state-of-the-art  Fitness  Center.  All  with  the 
hospitality  and  attention  to  detail  that  has  become  a  Nikko  tradition. 


Nikko  Hotels.  An  uncomplicated 
approach  to  luxury.  In  North  America's 
most  dynamic  cities,  the  uncompromising 
choice  for  the  business  traveler. 


nikko  hotels  international 


SIMPLY  EVERYTHING.  SIMPLY. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  1. 800. NIKKO.  US. 
Or  simply  fax  your  reservation  to  1 .800 .544 .4455 . 

Over  40  Nikko  Hotels  worldwide 
In  North  America:  New  York  (Essex  House)  •  Atlanta  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Honolulu  (llikai)  •  Mexico  City 


ntheroad 


of  the  Air  Travel  Card. 

The  first  co-branded  card,  the 
American  Airlines  AAsset  Card,  carries 
three  logos  —  American  Airlines, 
MasterCard  and  the  AirTravel  Card  — 
and  even  more  advantages.  Besides  the 
air-travel  billing  and  reporting  capabili- 
ties of  the  Air  Travel  Card,  the  AAsset 
Card  is  accepted  at  12  million  locations; 
allows  immediate  access  to  cash  at  more 
than  165,000  automated-teller  machines 
around  the  world;  offers  check-cashing 
privileges  at  American  Airlines  offices; 
and  includes  travel  discounts  from  Avis 
and  five  hotel  chains. 

Sake  in  Chicago 

Business  travelers  who  acquired  a 
taste  for  sake  while  visiting  Japan  now 
have  a  domestic  haunt  where  they  can 
indulge  their  preference  for  the  rice- 
based  brew.  Benkay's  Sake  Bar,  located 
in  the  Hotel  Nikko  Chicago,  serves  24 
cold  sakes  by  the  glass  or  bottle. 

Benkay's  "highlights  premium 
Japanese  sakes  the  way  tapas  bars  high- 
light outstanding  Spanish  cuisine," 
explains  Kaz  Takita,  general  manager  of 
the  Hotel  Nikko  Chicago.  "It  gives  busi 
ness  travelers  the  opportunity  to  experi- 
ment with  sake  in  a  comfortable,  inti- 
mate and  informal  setting."  Sake  prices 
at  the  bar,  which  also  serves  appetizer- 
sized  portions  of  grilled  Japanese  dishes, 
range  from  $7.60  to  $22.50  a  glass. 

Dropping  the  Digits 

Executives  who  have  trouble  remem- 
bering —  not  to  mention  dialing  —  th< 
12  to  15  numbers  required  to  make  an 
international  call  now  have  a  speed-dial 
alternative.  MCI  World  Quick-Dial  se: 
vice  allows  travelers  to  reach  their  inter- 
national party  by  dialing  as  few  as  four 
digits.  The  program  is  a  free  benefit  fo 
MCI  World  Savings  calling-plan  cus- 
tomers. For  more  information, 
call  1-800-722-7541. 

Author  Joe  Brancatelli  is  the  editor  of 
Frommer's  Travel  Update  and  formerly  the 
executive  editor  of  Frequent  Flyer  magazine. 

Cover  photo  courtesy  of  Asiana  Airlines. 


As  you  ease  into  your  custom- 
designed  recliner,  you  find  that 
extra  space  has  been  provided 


IT ^/ Tinning  room,  (flimimg  room9  off]i<c<e9 
iei.  Of 

t£]p<aiv<el<e]r  inning        inniiLSi£<fiik(e  itt  for*  (Sum 


for  working,  dining,  dreaming. 
Even  more  com/orting,  you  find 
you  now  have  the  option  to  do 
each  whenever  you  please.  So 
make  yourself  at  home.  Trans 
World  One'"  Available  on  trans- 
atlantic and  transcontinental 
flights.  Contact  your  travel  agent 
or  call  TWA  at  1-800-221-2000 
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As  the  nature  of  wealth  is  changing 
in  America,  so  is  the  composition 
of  The  Forbes  Four  Hundred. 
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Forget  America's  50  families.  Forget  old 
money.  Forget  silver  spoons.  Great  fortunes  are 
being  created  almost  monthly  in  the  U.S.  today 
by  young  entrepreneurs  who  hadn't  a  dime 
when  we  created  this  list  14  years  ago. 

There  are  43  people  in  The  Forbes  Four 
Hundred  Class  of  1996.  That  means  that  nearly 
one  in  nine  are  newcomers  this  year. 

Since  1990  alone  238  new  people  have  made 
it  into  The  Four  Hundred,  displacing  an  equal 
number  of  others.  It's  slippery  up  there,  even 
in  a  roaring  bull  market. 

Yet  it's  not  easy  to  break  the  barrier  to 
admission.  With  the  Dow  nudging  6,000,  a 
mere  centimillionaire  hasn't  a  chance.  The  aver- 
age net  worth  for  the  first  time  exceeds  a  bil- 
lion dollars.  This  year's  admission  price  was 
$415  million,  a  $75  million  jump  over  last  year. 


Joe  Liemandt  cleared  that  hurdle  with  $85 
million  to  spare.  The  youngest  member  of  the 
Class  of  1996,  from  Austin,  Tex.,  dropped  out 
of  Stanford  to  start  Trilogy  Development 
Group,  a  software  firm  that  helps  companies 
streamline  their  sales  processes. 

Liemandt  is  all  of  28.  Poor  Bill  Gates.  He 
didn't  make  The  Four  Hundred  until  he  was 
30— in  1986. 

Another  relative  youngster,  Kenneth  Tuch- 
man,  36,  graduated  from  selling  puka  shells  to 
providing  telephone  services.  His  TeleTech 
went  public  earlier  this  year,  making  Tuchman 
an  instant  billionaire. 

Both  these  youthful  Four  Hundreders  and 
many  of  the  other  relatively  young  ones  repre- 
sent a  true  sea  change  in  society.  In  the  not-so- 
distant  past,  wealth  was  almost  always  based  on 


100 


Forbes  400  ■  October  14,  1996 


m  Forbes  Four  Hundred  Class  of  1996 


Name 

Worth 

Primary  sources 

Age 

($mil) 

Anselmo,  Mary 

930 

PanAmSat  Corp. 

55 

Birck,  Michael 

660 

Tellabs,  Inc. 

58 

Chace,  Malcolm  G.  Ill 

440 

Inheritance 

61 

Chowdry,  Michael 

600 

Atlas  Air 

41 

Connell,  William 

560 

Scrap  metal,  presses' 

58 

Davidson,  Janice  G. 

475 

Software 

52 

Davidson,  Robert  M. 

475 

Software 

52 

Fisher,  John  J. 

435 

Inheritance  (The  Gap) 

35 

Fisher,  Robert  J. 

435 

Inheritance  (The  Gap) 

42 

Fisher,  William  S. 

435 

Inheritance  (The  Gap) 

39 

Foss,  Donald 

550 

Credit  Acceptance  Corp. 

52 

Friedman,  Phyllis  Koshland 

490 

Inheritance  (Levi  Strauss) 

73 

Giannulli,  Mossimo 

490 

Clothes 

32 

Goergen,  Robert  B. 

490 

Candles 

58 

Goldman,  Richard  N. 

1,200 

Inheritance  (Levi  Strauss) 

76 

Goodnight,  James 

2,000 

Software 

53 

Gosman,  Abraham 

480 

Health  care 

67 

Haas,  Evelyn  Danzig 

1,100 

Inheritance  (Levi  Strauss) 

79 

Harbert,  Marguerite 

870 

Inheritance  (construction) 

73 

Honickman,  Harold 

800 

Beverage  distribution 

63 

Hughes,  Bradley  Wayne 

800 

Public  Storage  Inc. 

63 

Krasny,  Michael 

620 

Computer  Discount  Warehouse 

43 

Lenfest,  Harold  FitzGerald 

425 

Cable  TV 

66 

Liemandt,  Joseph 

500 

Trilogy  Development  Group 

28 

Lopker,  Pamela  M. 

425 

Software 

42 

Mays,  L.  Lowry 

640 

Radio 

61 

McCombs,  Billy  Joe  (Red) 

680 

Autos,  media,  ranches 

68 

McNair,  Robert  C. 

800 

Energy 

59 

McVaney,  C.  Edward 

550 

Software 

55 

Morgridge,  John  P. 

580 

Data  networking 

63 

Nash,  Jack 

475 

Money  management 

66 

Price,  David  G. 

430 

Real  estate 

64 

Price,  Michael 

560 

Money  management 

45 

Sail,  John 

1,000 

Software 

48 

Schwartz,  Ted 

1,100 

APAC  TeleServices  Inc. 

42 

Scott,  Walter  Jr. 

720 

Construction,  telecommunications  65 

Sidhu,  Sanjiv 

415 

Software 

39 

Silverman,  Henry 

600 

Investments 

56 

Sykes,  John  H. 

520 

Computer  support  services 

60 

Troutt,  Kenneth 

1,400 

Telecommunications 

48 

Tuchman,  Kenneth  D. 

1,000 

TeleTech 

36 

White,  Dean 

650 

Billboards,  hotels 

73 

Wold,  Elaine  Johnson 

490 

Inheritance  (Johnson  &  Johnson) 

68 

Kenny  Troutt 

Huge  new  opportunities  in  long-distance  service. 


possession  of  physical  assets — "the  means  of 
production,"  Marx  called  them.  Control  them 
and  you  got  rich.  Wealth  was  timber,  oil,  real 
estate,  factories  or  printing  presses.  A  bit  over  a 
decade  ago  a  fourth  of  our  members  were 
engaged  in  heavy  industry. 

That  was  yesterday.  Almost  all  today's  new 
fortunes  are  based  not  on  hard  assets  but  on 
ideas  and  organizing  principles.  This  year  there 
are  only  35  names  on  The  Four  Hundred  list 
from  heavy  industry,  down  from  103  in  1985. 
Just  as  quantum  physics  overthrew  our  old 
assumptions  about  the  physical  world,  so,  too, 
in  economics  has  innovation  and  adaptability 
become  more  precious  than  gold,  more  valuable 
than  land.  With  quantum  physics  at  the  turn  of 
the  century,  we  came  to  realize  that  matter  is 
energy.  Now  we  are  discovering  that  wealth  is 
economic  energy. 

Which  of  course  is  why  young  entrepreneurs 
have  been  able  to  humble  such  mighty  compa- 
nies as  IBM. 


lichael  Krasny 

From  discounted  computers,  premium  net  worth. 
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Robert  Goergen 

if  there  was  a  wax  merchants'  hall  of  fame... 


Look  at  the  media  business.  The  old  press 
lords  printed  newspapers  and  magazines  on 
paper.  The  new  media  barons — Disney,  Warner, 
Murdoch,  Redstone — deliver  many  of  their 
products  via  bandwidth.  Technology  has  helped 
the  media  business  mightily.  It  helps  explain 
why  there  are  62  names  on  The  Four  Hundred 
from  media  and  entertainment,  up  from  58  a 
decade  ago. 

In  this  digital  world  where  everything 
changes  and  nothing  can  be  taken  for  granted, 
it's  almost  as  hard  to  stay  among  The  Forbes 
Four  Hundred  as  it  is  to  get  on  this  list  in  the 
first  place.  Steve  Jobs'  comeback  with  his  Pixar 
IPO  late  last  year  made  him  a  billionaire  in  just 
a  few  days.  Now  he's  worth  just  half  that. 

Peruse  The  Four  Hundreds  of  past  years. 
The  membership  is  in  constant  flux. 

When  we  started  this  list  in  1982  there 
wasn't  a  single  software  magnate  on  it.  Eight 
members  of  the  Class  of  1996  made  their  mark 
in  computer  software,  swelling  to  20  the 


number  of  software -rich  on  the  list.  Another  14 
are  involved  with  computer  networking  and 
hardware. 

Software  and  PCs  are  part  of  the  story.  Just  as 
the  automobile  revolution  created  ancillary  for- 
tunes in  tires  and  glass  and  petroleum,  so  is  the 
computer  revolution  spawning  fortunes  in  relat- 
ed areas.  Michael  Krasny  made  a  killing  retail- 
ing computers  at  cut  rates  through  catalog 
sales.  His  Computer  Discount  Warehouse  stock 
is  worth  $620  million.  John  Sykes  made  his 
$520  million  selling  computer  support  systems. 
John  Morgridge  ($580  million)  made  his  for- 
tune in  Cisco  Systems  by  helping  to  tie  com- 
puters together. 

Yet  old  industries  in  turmoil  also  create  entre- 
preneurial opportunities.  Kenneth  Troutt  uses 
independent  sales  reps  to  sell  long  distance 
phone  service.  His  Excel  Communications 
stock  is  worth  a  scintillating  $1.4  billion. 
Robert  McNair  of  Cogen  Technologies  exploit- 
ed electricity  deregulation  and  became  a  serious 


John  Morgridge 
Data  gain  value 
the  more  they're 
networked. 


Michael  Chowdry 
Better  than  oil  or 
trees:  the  ability 
to  organize. 


Robert  C.  McNair 

A  thorn  in  the  side  of  some  big  utilities 
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competitor  to  utilities.  His  worth:  $800  mil- 
lion. Robert  Goergen  got  on  the  list  by  selling 
candles — yes,  candles  (see  p.  274).  Mossimo 
Giannulli  this  year  became  the  third  fashion 
magnate  to  become  a  Four  Hundred  member. 

Transportation?  With  just-in-time  inventory 
systems  creating  demand  for  air  freight,  Atlas 
Air's  Michael  Chowdry,  41,  from  a  home  base 
in  Denver  carries  computer  disk  drives  from 
Taiwan  to  the  U.S.  and  fresh  flowers  from  Ams- 
terdam to  Singapore.  Chowdry's  worth:  over 
$600  million. 

Chowdry  is  an  immigrant.  He  was  born  in 
Pakistan.  He  is  one  of  23  immigrants  among 
The  Four  Hundred — all  American  citizens  now. 

What  else  do  we  know  about  the  superrich? 
They  defy  stereotypes:  30  of  them  never  went 
to  college.  We  can't  explain  this,  but  63  mem- 
bers having  no  college  degree  have  a  much 
higher  average  net  worth  than  the  grads. 

There  are  45  unmarrieds  among  them,  but 


they  do  tend  to  be  family  people:  Our  Four 
Hundred  have  produced  1,150  children — 2.88 
on  average.  Nearly  two-thirds  are  still  with  their 
first  spouse;  89  are  divorced  at  least  once. 

This  year's  list  has  60  women.  That's  a  loss 
of  22%  over  ten  years — much  of  it  old  money. 

But  the  truth  is  we  can't  really  generalize 
about  these  folk:  They  come  in  all  sizes,  colors 
and  genders. 

Writing  in  this  issue  seven  years  ago,  cyber- 
guru  George  Gilder  predicted  the  1990s  would 
bring  "...  a  global  economy  dominated  more 
and  more  by  fortunes  of  thought  rather  than 
hoards  of  things." 

Right  on,  George:  Thought  is  the  essential 
raw  material  of  the  Digital  Age,  where  steel  and 
oil  were  those  of  the  Industrial  Age.  No  one 
can  forecast  how  many  new  fortunes  and  how 
much  additional  wealth  will  be  created  by  ideas 
in  the  years  ahead.  But  we  will  predict  this:  The 
tempo  isn't  about  to  slow  down.  H 


Judgment 
calls  and 
rules  of 
the  chase 


The  two  basic  qualifications  for  membership 
in  this  year's  Forbes  Four  Hundred  are:  one, 
the  candidate  must  be  a  U.S.  citizen;  and  two, 
he  or  she  must  have  a  net  worth — assets 
minus  liabilities — of  at  least  $415  million,  up 
from  a  minimum  of  $340  million  last  year. 

Estimating  wealth  for  people  with  signifi- 
cant chunks  of  equity  in  public  companies  is 
pretty  straightforward.  For  people  whose 
wealth  is  tied  up  in  private  companies,  our 
fundamental  operating  principle  is  to  ask  how 
prevailing  public  market  prices  would  value 
the  private  assets.  But  we  aren't  slaves  to  Wall 
Street  valuations.  We  do  use  judgment.  Oth- 
erwise, using  the  earnings  multiples  Wall 
Street  has  placed  on  such  companies  as 
Netscape  and  Pixar  would  make  George 
Lucas  (who  returns  to  our  list  this  year) 
worth  over  $10  billion.  Our  best-informed 
estimate  of  Lucas'  net  worth:  $2  billion. 

Another  judgment  call:  Jeffrey  Katzenberg 
is  not  among  The  Forbes  Four  Hundred  this 
year;  he's  a  near-miss  (see  p.  325).  Katzenberg 
is  one  of  the  founding  partners  of  Dream- 
Works SKG.  Multibillionaire  Paul  Allen  invest- 
ed nearly  $500  million  for  18%  of  the  studio; 
Allen's  investment  values  Katzenberg's  stake 
at  $600  million.  But  we'd  rather  see  Dream- 
Works produce  something  of  value  before  we 
credit  Katzenberg  with  that  kind  of  money. 

Other  elements  of  our  methodology: 
■  Blocks  of  publicly  traded  stock  are  priced  at 
the  market  close  of  Aug.  23.  The  s&r  500  has 
climbed  2.4%  since  then,  so  in  many  cases  our 
estimates  are  shy  a  few  tens  of  millions.  But 
not  all.  In  late  September  apparel  maker 


Mossimo  Inc.'s  stock  plunged,  making 
Mossimo  Giannulli  $150  million  poorer. 

■  Privately  held  companies  are  usually  valued 
on  multiples  of  cash  flow,  earnings  or  sales. 
When  these  numbers  are  fuzzy,  we  rely  on 
estimates  from  a  broad  network  of  experts 
and  authorities  who  track  particular  industries 
professionally.  We  gratefully  acknowledge 
these  sources  (except  those  who  ask  to  remain 
anonymous)  on  page  326. 

■  Trusts  and  other  mtrafarnily  arrangements 
produce  all  sorts  of  complexities — their  func- 
tion, after  all,  is  often  to  cloud  issues  of  con- 
trol and  ownership.  Using  legal  opinion  but 
also  common  sense,  we  proceed  on  a  case-by- 
case  basis.  Our  primary  concern:  Who  controls 
the  wealth?  For  the  most  part,  trusts  are  usual- 
ly attributed  to  the  person  who  created  the 
wealth,  provided  he  or  she  is  still  alive  and  in 
control.  Lawyerly  assertions  that  ownership  is 
already  in  the  hands  of  those  who  will  ulti- 
mately receive  the  principal  are  difficult  to  take 
seriously,  especially  when  some  of  these  so- 
called  owners  are  still  children  or  not  yet  even 
born.  But  we  are  braced  for  the  trusts-and- 
estates  crowd's  letters  to  the  contrary. 

With  the  computer  revolution  reaching 
into  every  nook  and  cranny  of  the  economy, 
and  the  stock  market  eager  to  raise  capital  for 
the  men  and,  increasingly,  the  women  leading 
the  revolution,  we  have  added  43  new  names 
to  The  Forbes  Four  Hundred  this  year,  many 
of  them  from  the  computer  world  (see  list  on 
p.  102).  In  the  pages  that  follow,  the  pho- 
tographs and  biographies  of  the  new  members 
are  highlighted  in  gold  tint.  H 
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These  Pros  Have  Alot 

In  Common 


The  Tools  of 
Their  Trade. 

The  challenges  these  pros  have  are 
about  balancing  demanding  sched- 
ules, capitalizing  on  opportunities  and 
selecting  the  right  "business"  tools. 

So,  whether  you're  the  world's 
number  one  tennis  player  or  the 
Chairman  and  CEO  of  a  successful 
company,  you  need  the  right  tools 
to  give  you  the  competitive  edge, 
to  make  you  more  productive  and 
provide  you  more  time. 


Dr.  Sidney  Harman, 
Chairman  and  CEO, 
Harman  International  Industries 


Pete  Sampras, 
Tennis  Professional 


Executive  Jet's  Netjets®  program  of 
fractional  ownership  is  such  a  pro- 
ductivity tool.  It  allows  you  to  own  a 
business  jet  for  as  little  as  l/8th  the 
cost  of  an  entire  aircraft — with  guar- 
anteed operating  costs,  guaranteed 
liquidity  and  guaranteed  availability 
365  days  a  year,  24  hours  a  day. 

We've  been  tailoring  fractional  air- 
craft ownership  solutions  for  some  of 
the  busiest  and  most  successful  indi- 
viduals and  companies  since  we 
created  the  concept  in  1986.  No 
matter  what  your  game  is,  we  can 
tailor  a  Netjets  share  to  meet  your 
needs.  Select  the  tool  that  Pete 
Sampras  and  Dr.  Sidney  Harman 
use — Netjets. 


m/ss 

And  NetJets®  Europe 
From  Executive  Jet 

For  More  Information  Call 
1-800-821-2299 


Fractional  aircraft  shares  are  available  in  small,  mid-range  and  large  cabin  business  jets  including  the  Citation  SII,  Citation  V  Ultra, 

Citation  VII,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SP. 


THE  SAMI 


1997  M3  SEDAN 


ie  blistering  acceleration.  (It  is  America's  fastest  sedan:)  Same  gravity-defying  brakes.  Different  doors.     ' "drivI'ng T' 

•  MACHINE:" 


Efoncy  Gates  III 

$j.8.o  biiiion 

Microsoft.  Beilevue,  Wash.  40 
Married,  1  child 

Microsoft  responds  to  explosive  rise 
of  Internet  with  new  software,  strate- 
gies. Slight  snag  as  early  version  of 
new  browser  software  to  compete 
with  Netscape  stumbles — and 
Netscape  is  making  antitrust  noises. 
Brilliant  student  Gates  quit  Harvard 
to  cofound  Microsoft  with  Lakeside 
School  classmate  Paul  Allen  (see) 
1975.  Big  break:  selected  to  develop 
operating  system  for  IBM's  first  PC 
1980.  Tight  deadline:  bought  QDOS 
("quick  and  dirty  operating  system") 
for  $50,000;  renamed  MS-DOS. 
Handsome  return:  Microsoft  gets 
royalty  each  time  machine  legally 
using  MS-DOS  is  sold.  Went  public 
1986.  Early  Internet  skeptic  quickly 
changed  mind:  Gates'  May  1995 
memo  to  staffers  warned  of  "Internet 
Tidal  Wave."  New  goal:  dominate 
the  Internet.  Windows  95  shipped 
with  Microsoft  Network  software; 
next  Windows  release  to  include 
built-in  Web  browser  (Internet 
Explorer).  Rivals  protest:  considered 
unfair  advantage  among  on-line 
providers.  Gates  looking  for  content. 
Created  high-profile  on-line  maga- 
zine, Slate;  with  NBC  launched  cable 
news  channel  and  World  Wide  Web 
news  service  MSNBC  July  1996. 
Recently  bought  Bettmann  Archive, 
world's  largest  collection  of  historical 
photographs;  plans  to  put  digitized 
images  on-line.  Looking  for  Holly- 
wood hookups;  part-interest  in 
DreamWorks  Interactive.  Also 
Teledesic:  global  wireless  network 
with  fellow  Lakesider  Craig  McCaw 
(see).  Married  Microsoft  executive 
Melinda  French  New  Year's  Day 
1994,  daughter  Jennifer  Katharine 
born  April  1996.  Hard  worker,  bru- 
tally candid,  but  longtime  employees 
rewarded  well:  Seattle  property 
market  inflated  by  "Microsoft  mil- 
lionaires." Wrote  number  one  best- 
seller The  Road  Ahead  (1995);  every 
copy  accompanied  by  CD-ROM, 

Bill  Gates 

New  house,  new  baby— s^J  some 
lingering  Justice  Departed??: 
concerns  as  Microsoft  ostites 
Netscape  for  the  Internet. 
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including  computer- animated  "virtu- 
al tour"  of  Gates'  $30  million  Belle- 
vue  waterfront  home.  World's  richest 
man.  Member  since  1986. 


Warren  Edward  Buffett 

$15  billion 

Stock  market.  Omaha.  66 
Separated,  3  children 

To  silence  the  after- Buffett- what?  nat- 
tering, Buffett  indicated  in  March  that 
Geico  Corp.  executive  Louis  Simpson, 
60,  could  succeed  him  and  longtime 
partner  Charlie  Munger  (see)  at  helm 
of  Berkshire  Hathaway.  Don't  hold 
your  breath.  Buffett's  been  busy  com- 
pleting Geico  buyout  for  $2.3  billion, 
warning  public  that  Berkshire  stock  is 
overpriced  and  looking  for  ways  to 
keep  shareholders'  money  compound- 
ing— the  latter  increasingly  difficult  as 
the  scale  of  his  operation  mounts. 
Credits  the  late  Ben  Graham  with 
insight  that  launched  most  successful 
investment  career  in  history;  but  in 
recent  years,  heavily  influenced  by 
partner  Munger  and  by  investment 
guru  Phil  Fisher  (Forbes,  Sept.  23). 
He  has  moved  away  from  Graham's 
quantitative  approach  toward  a  more 
qualitative  approach  to  investing — 
buying  a  stock  as  buying  a  piece  of  a 
business.  Studied  at  Columbia  Busi- 
ness School  under  Graham,  started 
investment  partnership  age  25  with 
$100,000;  after  thirtyfold  increase, 
dissolved  1969  at  market  peak;  age 
39.  Picked  up  small,  expiring  textile 
firm  Berkshire  Hathaway  1965  and 
built  it  into  an  investment  colossus. 
Biggest  single  investment:  Coca-Cola. 
Of  Gillette  holding:  "It's  pleasant  to 
go  to  bed  every  night  knowing  there 
are  2.5  billion  males  in  the  world  who 
have  to  shave  in  the  morning."  Com- 
pletes own  tax  returns.  Proclaims 
computer  illiteracy  despite  friendship 
with  only  American  of  greater  net 
worth,  Microsoft's  Bill  Gates.  Buffett: 
separated  from  wife,  Susan  (see). 
Member  since  1982. 


Paul  Gardner  Allen 

$7.5  billion 

Mircosoft.  Mercer  Island,  Wash.  43 
Single 

Diversifying:  investments  in  over  two 
dozen  new  technology  ventures. 
After  Seattle's  Lakeside  School  with 
childhood  friend  Bill  Gates  (see), 
dropped  out  of  Washington  State  U.; 


worked  for  Honeywell  in  Boston. 
Teamed  with  Gates  to  write  version 
of  BASIC  computer  language;  led  to 
startup  of  Microsoft  1975.  Left  1983 
when  diagnosed  with  Hodgkin's  dis- 
ease; in  remission.  Still  major 
Microsoft  shareholder  with  9.5% 
equity.  Once  owned  25%  America 
Online;  sold  at  sizable  profit  after  fail- 
ing to  get  larger  stake.  Put  up  $300 
million  for  80%  equity  in  market 
leader  Ticketmaster  1993.  Bought 
18%  stake  in  DreamWorks  SKG  for 
$500  million  1995;  few  projects 
delivered,  yet  Allen  optimistic: 
"There  are  a  lot  of  things  coming 
down  the  pike."  Takes  credit  for  coin- 
ing term  "wired  world"  to  describe 
electronically  linked  society.  Investing 
$100  million  in  Interval  Research 
over  10  years.  Also  substantial  stakes 
in  CNet  and  Starwave.  Some  misses: 
reportedly  lost  nearly  $100  million 
on  multimedia  software  company 
Asymetrix,  $10  million  on  satellite 
venture  SkyPix.  Plays  guitar  in  rock 
band  the  Threads.  lammed  with 
buddy  Dave  Stewart  at  Las  Vegas 
charity  event  November  1995.  Avid 
Jimi  Hendrix  fan:  paid  $50,000  at 
auction  for  fragments  of  late  musi- 
cian's shattered  Fender  Stratocaster. 
With  $60  million,  founded 
Experience  Music  Project,  interactive 
museum  in  tribute  to  Hendrix,  Bing 
Crosby,  Pearl  Jam,  other  Northwest 
artists;  slated  to  open  1999. 
"Voracious  reader"  science  and  tech 
magazines.  Tried  to  give  $21  million 
for  creation  of  public  park  (Seattle 
Commons),  but  voters  twice  said  no. 
Gives  millions  to  AIDS  research, 
libraries,  museums.  Funded  search  for 
extraterrestrial  life:  "It's  a  worthy 
thing."  Bought  14-month  option  to 
purchase  Seattle  (football)  Seahawks 
from  California  developer  Ken 
Behring  (see);  decision  expected  by 
July  1997.  Recently  under  fire  from 
Camp  Nor'wester  alum  for  forcing 
children's  summer  camp  on  his  San 
Juan  Islands  property  to  relocate. 
Owns  Boeing  757,  150-foot  yacht 
and  "significant  . . .  but  not  museum- 
size"  impressionist  art  collection. 
Also  owner  of  Portland  (basketball) 
Trail  Blazers.  Avid  scuba  diver,  lives 
with  mother  on  a  6-acre  waterfront 
estate  that  is  equipped  with  20-seat 
theater,  skylit  basketball  gym,  water- 
fall. Sister  Jody  Allen  Patton  oversees 
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Warren  Buffett 

After  steering  Berkshire  Hathaway  for 
more  than  30  years,  Buffett  finally 
hinted  at  a  successor.  But  at  65, 
he's  not  in  a  retiring  mood. 

charitable  foundations,  real  estate. 
Member  since  1986. 


John  Werner  Kluge 

$7.2  billion 

Metromedia  Co.  Charlottesville,  Va.  82 
Thrice  divorced,  3  children 
"I'm  an  operator,  not  an  investor." 
Newest  project:  through  new  Metro- 
media International  Group,  bringing 
wireless  cable  TV,  AM-FM  radio, 
telephone  and  paging  services  to 
Russia,  Eastern  Europe,  China.  Born 
in  Germany  (klujj  is  German  for 
"clever"),  immigrated  to  Detroit 
1922  with  mother,  raised  in  tene- 
ment. Studied  economics  at  Colum- 
bia, nearly  lost  scholarship  after  get- 
ting caught  playing  poker;  $7,000  in 
winnings  by  graduation.  Moonlight- 


ed as  shoe  salesman,  secretarial  work 
for  son  of  president  of  China.  Cap- 
tain, Army  intelligence  WWII. 
Bought  first  Maryland  radio  station 
1946  for  $15,000.  Bought  FM  sta- 
tions when  AM  big,  also  independent 
TV  stations.  Formed  Metromedia 
1960.  Amassed  country's  largest  cel- 
lular network  early  1980s.  With 
right-hand  man  Stuart  Subotnick 
(see)  scoring  big  hits:  realized  $4.65 
billion  pretax  liquidating  Metromedia 
assets  1984.  Bought  Orion  Pictures 
(rare  moneyloser),  restaurant  chains. 
Sold  cellular  assets  for  $3.4  billion  by 
1992.  Completed  $2.5  billion  long 
distance  phone  merger,  called  World- 
Com, September  1993;  sold  World- 
Com stake  for  $1.2  billion  last  year. 
Metromedia  International  stock 
faring  poorly,  but  Kluge  optimistic: 
"I'm  forever  raising  the  high  bar  and 
breaking  my  neck  to  clear  it."  Con- 
verted to  Catholicism  before  third 
marriage  to  former  model  1981. 
Divorced  1990.  10,000-acre  Virginia 


estate  boasts  vintage  carriage 
museum,  working  farm  (profitable). 
Sold  castle  in  Scotland  to  preserva- 
tionists. Substantial  art  collection. 
Gave  $110  million  to  Columbia  for 
minority  scholarships.  Bootstraps 
every  new  acquisition:  "The  tighter 
you  make  things,  the  more  people 
control  costs."  Member  since  1982. 


Lawrence  J.  Ellison 

$6  billion 

Oracle  Corp.  Atherton,  Calif.  52 
Thrice  divorced,  2  children 
Brash  CEO  pushing  $500  network 
computers,  stirring  cyclical  rumors  he 
may  buy  friend  Steve  Jobs'  (see)  old 
Apple  Computer.  Investing  with 
Michael  Milken  (see)  in  Education 
Technology  partnership.  Building 
$40  million  authentic  Japanese  com- 
pound Woodside,  Calif.  Grew  up 
Chicago's  South  Side;  U.  of  Illinois 
dropout.  "To  quote  Woody  Allen,  I 
had  a  real  problem  with  authority." 
To  Silicon  Valley;  worked  at  Amdahl: 
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helped  develop  first  IBM-compatible 
mainframe.  To  Ampex  1973.  Began 
Oracle  1977  with  $1,850  in  small 
office  in  Santa  Clara  with  Robert 
Miner  (d.  1994;  see  family).  Saw 
IBM  study  on  new  computer  lan- 
guage for  databases,  beat  IBM  to 
market.  Big  success;  went  public. 
Pushed  sales  numbers  too  hard; 
Oracle  stock  collapsed  1990. 
Brought  in  high-powered  outside 
management.  Cut  costs,  refocused 
on  quality;  came  out  with  industry- 
hailed  Oracle  7.  Now  wants  to  pro- 
vide interactive  TV  with  monstrous 


database  systems  needed  to  archive 
video-on-demand.  Majority  owner 
NCube,  computer  hardware  compa- 
ny. On  arch-foe  Bill  Gates:  "Mi- 
crosoft is  trying  to  create  a  propri- 
etary network.  We're  going  to 
provide  a  nonproprietary,  video- 
enabled  network."  Gave  up  surfing, 
cycling  for  basketball  after  breaking 
ribs,  elbow  and  neck.  Heavy  into  sail- 
boat racing.  Now  flying:  owns  $3 
million  Swiss  military  trainer,  buying 
supersonic  jet  fighter.  Jokes:  "I  must 
be  desperately  going  through  a  mid- 
life crisis.  It's  different  from  having 


your  hair  dyed  black."  Detective 
helped  find  natural  mother.  Member 
since  1986. 


Philip  Hampson  Knight 

$5.3  billion 

Nike.  Beaverton,  Ore.  58 
Married,  2  children 

Explosive  brand-name  growth:  Nike 
shares  have  more  than  quadrupled 
since  January  1994.  U.  of  Oregon 
track  star,  Stanford  M.B.A.;  wrote 
marketing  paper  on  potential  of  man- 
ufacturing athletic  shoes  in  Far  East. 
Price  Waterhouse  CPA;  moonlighted 
importing  Japanese  running  shoes 
with  former  college  track  coach  Bill 
Bowerman:  "part  genius,  part 
madman,  the  best  coach  I  ever  had." 
Started  making  own  shoes  1971. 
Bowerman,  85,  designed  famous 
"waffle  sole"  1972:  poured  latex  into 
wife's  waffle  iron.  Paid  grad  student 
$35  for  now  ubiquitous  "Swoosh" 
logo  design.  IPO  1980.  Advertising 
blitz — then  archrival  Reebok  intro- 
duced women's  aerobic  shoe.  "We 
can't  take  our  eye  off  the  ball, 
because  if  we  lose  it,  we'll  have  a 
bitch  of  a  time  getting  it  back."  Got 
it  back  with  "Just  Do  It"  slogan, 
multimillion-dollar  endorsements 
from  Michael  Jordan,  Andre  Agassi, 
Monica  Seles,  etc.  Reebok  (see  Fire- 
man) now  fumbling  in  number  two 
spot.  Invaded  apparel  and  accessories 
industry;  passed  on  1996  Olympic 
sponsorship,  but  high-profile  TV 
blitz  stole  thunder  from  Olympic 
licensee  Reebok.  Largest  customer: 
Foodocker.  All  of  the  footwear  except 
the  Cole  Haan  label  is  produced  pri- 
marily in  Asia;  accused  of  operating 
sweatshops.  Average  cost  for  pair  of 
Nikes:  $63.  Opened  6  Nike  Town 
stores:  part  sports  shrine,  part  retail. 
Avid  runner,  tennis  player,  fiercely 
competitive.  Swoosh  logo  tattooed 
on  left  calf.  Member  since  1982. 


Helen  Robson  Walton 

Bentonville,  Ark.  77 
Widowed,  4  children 

S.  Robson  Walton 

Bentonville,  Ark.  52 
Divorced,  remarried;  5  children 

John  T.  Walton 

Durango,  Colo.  50 
Married,  1  child 
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John  Kluge 
Kluge  scored 
big  with  his 
WorldCom  long 
distance  compa- 
ny, but  stock  of 
his  Metromedia 
International 
Group  has  been  a 
dog  this  year.  Do 
the  Russians  real- 
ly need  wireless 
cable  TV? 


Jim  C.  Walton 

Bentonville,  Ark.  48 
Married,  4  children 

Alice  Louise  Walton 

Rogers,  Ark.  47 
Divorced  twice,  no  children 
$23.6  billion  family  fortune 
Wal-Mart  Stores 

Widow  and  children  of  Wal-Mart 
founder  Sam  Walton  (d.  1992). 
Young  Sam  started  Ben  Franklin  five- 
and-dime  store  before  opening  first 
Wal-Mart,  Rogers,  Ark.  1962.  Small- 
town discount  store  chain  thrived  in 
rural  America.  IPO  1970.  Today 
largest  U.S.  retailer,  with  over  2,  200 
stores  and  $95  billion  in  sales.  Now 
biggest  U.S.  grocer  after  Kroger. 
Pressure  to  retain  high  growth  rates 
took  company  into  foreign  territory: 
Canada,  Latin  America,  Asia;  also 
upper-middle-class  American  sub- 
urbs. Now  balancing  famed  down- 


home  image  with  high-end  hopes  of 
attracting  affluent,  value-minded  cus- 
tomers. Sold  photofinishing  opera- 
tions to  Fuji  Photo  Film  U.S.  1996. 
Wealth  held  in  family  partnership. 
Matriarch  Helen:  high  school  vale- 
dictorian, U.  of  Oklahoma  graduate. 
S.  Robson:  Columbia  Law  grad,  Wal- 
Mart  chair  and  first  company  lawyer. 
"I  probably  wouldn't  be  effective  if  I 
tried  to  be  [like  Sam]."  Ironman 
triathlete,  Hawaii  1985.  John  T.: 
Vietnam  veteran,  former  head  of  sail- 
boat manufacturer  Cosair  Marine, 
Inc.  Chairs  global  positioning  systems 
manufacturer  Satloc,  Inc.  Second 
Wal-Mart  company  pilot.  VP  of 
family  investment  partnership, 
Walton  Enterprises.  Jim  C:  Walton 
Enterprises  president,  majority  stock- 
holder Community  Publishers  Inc. 
Alice  L.:  Trinity  U.  graduate,  briefly 
a  Wal-Mart  buyer.  Founded  invest- 
ment firm  Llama  Co.  1989.  Former 


broker  for  E.F.  Hutton:  "This  whole 
region  gets  left  out  by  Wall  Street  and 
the  money  center  banks."  Members 
since  1989. 


Samuel  Irving  Newhouse  Jr. 

$4.5  billion 

Media.  New  York  City.  68. 
Divorced,  remarried;  3  children 

Donald  Edward  Newhouse 

$4.5  billion 

Media.  New  York  City.  66 
Married,  3  children 

Two  sons  of  father  Samuel  Sr.,  ambi- 
tious journalist  born  to  Eastern  Euro- 
pean immigrant  parents.  Ran  Bay- 
onne  (N.J.)  Times  age  16,  took  over 
Staten  Island  Advance  1922.  Tough 
distributor,  cost-cutter;  shunned 
unions.  Built  nation's  largest  private 
newspaper  chain.  Acquired  magazine 
publisher  Conde  Nast  1959.  Si  Jr., 
brother  Don  took  over  on  father's 
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Taiwan  InnovalueSM  grabbed  Peter  Grose 
with  a  pen  that  reads. 


Mr 


t  practice  ^<S^ 

;en  the 

As  a  successful  biographer,  Peter  Grose  has  spent  thousands  of  hours  cross-referencing  facts  and 
documents,  always  longing  for  a  faster  compiling  system. 

Then,  through  a  writer  friend  in  Taiwan,  he  met  the  Primax 
iDataPen.  By  running  the  head  of  the  little  scanner  across  a  printed 
:page,  the  text  was  transferred  instantly  to  a  computer,  almost  twenty 
times  faster  than  the  best  typist. 

At  less  than  two  hundred  dollars,  the  DataPen  represents 
llnnovalue.  That  is,  innovation  in  design  and  manufacturing  that 
'gives  added  value  to  so  many  Taiwan  products. 

These  Innovalue  products  exist  in  all  design  areas.  Including 
iyours.  To  learn  more,  reach  us   by  fax  or  the  Internet.  Taiwan's 
high  end  is  soaring,  not  just  with  ideas  and 
products,  but  also  values  that  are  VERY 
IWELL  MADE  IN  TAIWAN.  ft 
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The  Primax  DataPen  sc  ans  the  text  directly 
into  a  computer,  like  the  handsome  Acer 
Aspire,  another  Gold  Award  Winner. 


Lawrence  J.  Ellison 

Gates'  archrival,  Ellison  is  buying  a  new  supersonic  jet  fighter. 

"Maybe  I  should  fire  a  few  Maverick  missiles  into  his  [Gates']  living  room." 


death  1979;  beat  IRS  in  huge  estate 
tax  case.  Advance  Publications  now 
29  newspapers  (circulation:  3  mil- 
lion); 15  magazines  (Vanity  Fair, 
New  Yorker,  Vogue  et  al.);  Random 
House  (book  publishing);  cable  TV 
(1.8  million  subscribers);  program- 
ming (Lifetime,  The  Learning  Chan- 
nel). Si:  chairman,  Advance  Publica- 
tions. At  desk  by  5  a.m.  Shocked 
literary  world  when  he  moved  Vanity 
Fair's  Tina  Brown  to  editorship  of 
New  Yorker;  new  life  into  old  book. 
Plans  to  launch  first  new  title  in 
almost  10  years:  women's  sports 
magazine  to  debut  1997.  Record 
year  for  Random  House:  bestsellers 
by  Oprah  Winfrey  (see),  Michael 
Crichton,  Colin  Powell,  the  Pope. 
Don:  Advance  Publications  president. 
Oversees  newspapers,  cable  television 
operations.  Brothers  share  fortune 
worth  at  least  $9  billion.  Members 
since  1982. 


Barbara  Cox  Anthony 

$4  billion 

Newspapers,  cable  TV.  Honolulu.  73 
Married,  2  children 

Anne  Cox  Chambers 

$4  billion 

Newspapers,  cable  TV.  Atlanta.  76 
Twice  divorced,  3  children 
Daughters  of  James  Cox,  poor  farm 
boy,  later  teacher  who  bought 
Dayton  (Ohio)  Daily  News  1898 
for  $26,000.  Won  3  terms  Ohio 
governorship;  failed  presidential  bid 
1920  (FDR  his  running  mate) 
against  Warren  Harding.  Left  poli- 
tics, bought  Atlanta  Journal  1939; 
Atlanta  Constitution  1950.  Merged. 
Now  flagship  paper  Cox  Enterprises. 
Died  1957.  Brother  James  Jr.  took 
over,  moved  into  cable  TV.  James 
died  1974.  Sisters  have  98%.  Control 
ceded  to  Barbara's  husband,  Garner 
Anthony,  then  in  1988  to  Barbara's 
son  by  earlier  marriage,  James  C. 
Kennedy,  48.  Today  privately  owned 
Cox  Enterprises:  18  dailies,  7  week- 
lies. Spun  off  cable  systems  as 
Cox  Communications  1995:  over  3 
million  cable  subscribers;  program- 
ming (The  Discovery  Channel,  The 
Learning  Channel,  E!  Entertain- 
ment). Sisters  own  Manheim  Auc- 
tions, the  world's  largest  car  auction. 
Barbara:  chairwoman  Dayton  papers; 
ranch  in  Australia;  avoids  press. 


Anne:  Atlanta  socialite;  former 
ambassador  to  Belgium  under 
Carter;  Democratic  Party  giver. 
Chairwoman  Atlanta  papers.  With 
families,  sisters  share  fortune  worth 
more  than  $8  billion.  Members 
since  1982. 


Ronald  Owen  Perelman 

$4  billion 

Investments.  New  York  City.  53 
Twice  divorced,  remarried;  6  children 
More  thumping  from  Perelman's 
investment  machine  MacAndrews  & 
Forbes:  takes  public  Revlon,  Consol- 
idated Cigar;  agrees  to  sell  New 
World  Communications  Group  to 
Rupert  Murdoch  for  $2.5  billion 
in  July.  Moves  ease  debt  load,  but 
Marvel  Comics  stake  down  $500  mil- 
lion since  last  year.  Got  start  early: 
helped  father  in  Philadelphia  metal- 
fabricating  business;  then  Wharton. 
First  used  debt  in  $1.9  million  deal 


to  buy  minority  interest  in  jewelry 
distributor  1978;  built  into  highly 
leveraged  conglomerate  with  financ- 
ing from  Drexel  Burnham.  Concept: 
buy  undervalued  assets  with  leverage, 
divest  unwanted  operations,  use 
remaining  cash  flows  to  bag  bigger 
game.  Bagged  Revlon  for  $3  billion 
1985,  failed  in  $4.1  billion  Gillette 
bid.  Bought  Marvel  Comics,  out- 
door-equipment leader  Coleman  Co., 
National  Health  Laboratories,  First 
Gibraltar  S&L,  etc.  Created  New 
World  Communications  for  television 
station,  programming  assets  1994. 
After  Murdoch  invested  $500  mil- 
lion, '  jolted  television  industry 
when  stations  switched  affiliation  to 
Fox  from  CBS.  Obsessive,  frequent 
corporate  restructurings  for  tax 
benefits.  Cigar  smoker,  surrounds  him- 
self with  bodyguards.  Now  suing  third 
wife  Patricia  Duff  for  divorce.  Mem- 
ber since  1987. 


114 


Forbes  400  ■  October  14,  1996 


Through  Taiwan  InnovalueSM  Tom  Anthony  finally 
faced  his  fear  of  foreign  travel. 


0 


Composer  Tom  Anthony  hates  making  trips.  He  is  a  diabetic.  On  planes,  in  restaurants  or  hotels 
he  never  knows  how  much  sugar  his  food  may  contain. 

Recently  in  Taiwan  he  found  the  perfect  safeguard,  the  Sensorex 
Blood  Glucose  Monitor.  Using  ampermetric  measurements,  Sensorex 
from  Metertech  can  analyze  a  pin -prick  of  Tom's  blood  in  30 
seconds,  storing  data  up  to  180  times. 

Metertech  is  one  of  those  clever  Taiwan  companies  that  create 
Innovalue,  bringing  innovation  to  design  and  manufacturing  that 
'gives  added  value  to  the  product. 

Innovalue  is  a  key  element  in  Taiwan's  business  success,  and  it 
lexists  in  many  product  areas,  including  yours.  To  discover  more, 
(reach  us  by  fax  or  via  the  Internet.  You'll  find  it's  not 
just  ideas  and  products,  but  values  that  are 
VERY  WELL  MADE  IN  TAIWAN. 
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The  Sensorex  Blood  Glucose  Monitor  will 
soon  be  upgraded  to  measure  cholesterol 
and  uric  acid. 


Gordon  Earle  Moore 

$3.7  billion 

Intel  Corp.  Woodside,  Calif.  67 
Married,  2  children 

He  of  1965  "Moore's  Law":  that 
power  of  microchips  would  double 
every  12  months  (revised  up  to  18 
months)  with  proportionate  cost 
decreases.  Born  San  Francisco.  UC 
Berkeley,  Caltech  Ph.D  1954.  He 
expected  to  join  academia,  instead  he 
became  an  "accidental  entrepreneur." 
Briefly  researched  weapons  propul- 
sion at  Johns  Hopkins  before  joining 
Shockley  Semiconductor  as  a  research 
chemist.  Cofounded  Fairchild  Semi- 
conductor Corp.  in  1957,  developed 
first  integrated  circuit.  "We  had  no 
idea  at  all  that  [this]  was  going  to  be 


a  $100  billion  business."  Cofounded 
Intel  1968  with  the  late  Robert 
Noyce.  Developed  world's  first 
microprocessor  1971.  Today  Intel 
rules  the  semiconductor  industry 
with  aggressive  pricing,  smart  mar- 
keting, increasingly  powerful  chips 
and  huge  capital  investment.  Says 
Harvard's  business  historian  Alfred 
Chandler  about  Intel:  "That  is  where 
the  great  fortunes  always  come  from, 
with  economies  of  scale.  No  one  can 
compete  because  the  barriers  to  entry 
are  there.  That  is  what  the  Fords  did, 
what  Rockefeller  did  and  what 
Carnegie  did."  Moore  and  his  wife 
recently  gave  $15  million  to  Berkeley. 
He  still  owns  over  5%  of  Intel  stock. 
Member  since  1982. 


Philip  Knight 

With  athletes  from  Michael  Jordan 
to  Tiger  Woods  pushing  his  brand, 
Knight  has  nowhere  to  go  but  up. 


Walter  Hubert  Annenberg 

$3.7  billion 

Publishing.  Wynnewood,  Pa.  88 
Divorced,  remarried;  1  daughter 
(1  son  deceased) 

America's  greatest  living  philan- 
thropist. Gave  $365  million  1993  to 
4  schools:  Peddie  School  (he  prepped 
there),  USC,  U.  of  Penn.,  Harvard; 
following  year  gave  $500  million  to 
spur  public  education  reform.  "Just 
to  pile  up  money  for  my  own  sake — 
I  can't  view  that  as  good  citizenship." 
Son  of  Moses  Annenberg  (d.  1942), 
founder  of  what  became  Triangle 
Publications  (Philadelphia  Inquirer, 
Daily  Racing  Form).  Walter  took 
over  debt-ridden  company  age  32, 
turned  it  around,  expanded.  Home 
run:  took  TV  Guide  national  1953, 
eventually  largest  circulation  of  any 
magazine  in  U.S.  Later  Seventeen, 
Good  Food.  Sold  Inquirer  to  Knight- 
Ridder  1970.  Nixon's  ambassador  to 
Great  Britain  1969-74.  Sold  Triangle 
for  top  dollar  to  Rupert  Murdoch 
(see)  in  1988,  the  resulting  debt 
burden  nearly  busting  Murdoch. 
Major  impressionist  art  collection 
worth  near  $1  billion.  Appraiser: 
"Probably  $200  million  in  van  Goghs 
and  another  $100  million  in  Gau- 
guins.  You're  halfway  there  before 
you  start  looking  at  the  Monets  and 
so  on."  Art  will  go  to  Metropolitan 
Museum  of  Art  in  New  York  City 
upon  death.  Still  playing  the  market; 
big  investments  in  banks  paying  hand- 
somely: Walter's  Wells  Fargo  stock  up 
40%  in  last  year.  "I  like  to  sit,  sit,  sit 
with  securities  I  believe  in."  Other 
Annenberg  family  heirs  share  estimat- 
ed $800  million.  Member  since  1982. 

Steven  Anthony  Ballmer 

$3.7  billion 

Microsoft.  Bellevue,  Wash.  40 
Married,  2  children 

Son  of  Swiss  immigrant  who  worked 
30  years  at  Ford  Motor.  Steven  met 
Bill  Gates  at  Harvard;  studied  eco- 
nomics, applied  math;  unlike  Bill,  he 
graduated.  Worked  at  Procter  & 
Gamble;  assistant  product  manager. 
Left  for  Stanford  business  school, 
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At  65,  Taiwan  InnovalueSM  put  the  Reverend  Harrold 
back  in  the  saddle  again. 


Until  recently,  the  Reverend  Harrold  loved  cycling.  He  would  pedal 
the  hills  got  steeper.  And  his  breath  got  shorter. 

Then,  miraculously,  he  discovered  the  new  Pedcon,  a  variable 
assistance  bicycle  from  Merida  in  Taiwan.  Its  tiny  sensor  detects 
when  more  energy  is  needed  and  triggers  an  electric  motor  to  help 
the  weary  cyclist. 

In  Taiwan,  we  call  this  kind  of  ingenuity  "Innovalue":  that  is, 
nnovation  in  design  and  manufacturing  that  gives  added  value  to 
nigh  end  products.  For  example,  when  Tecom  developed  its  new 
affordable  TCM-1  Wireless  Access  telephone  system  for  people 
without  wirelines,  that  was  Innovalue. 

If  you're  interested  in  how  Innovalue  can  improve  your  area  of 
products,  contact  us  by  fax  or  the 
Internet.  We  have  hundreds  of 
ideas,  products,  and  especially 
values  that  are  VERY  WELL 
MADE  IN  TAIWAN. 


miles  to  visit  his  flock.  But 
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The  Merida  Pedeon  Electric  Bicycle  rests 
against  another  Gold  Award  winner,  Tecom's 
new  instant-service  TCM-1  Wireless  Access 
Communication  Svstem. 


Si  and  Donald  Newhouse 
The  IRS  defeated,  Newhouse's  Conde 
Nast  division  looks  to  launch  its  first 
new  title  in  nearly  10  years:  a  sports 
magazine  geared  for  women. 


dropped  out  1980  to  join  Gates  at 
Microsoft;  first  nonprogrammer 
hired.  Ran  product  development 
center:  user  education,  marketing, 
testing  of  systems  software.  Con- 
ceived of  innovative,  brain-teaser 
recruitment  questions  like  "How 
many  gas  stations  are  there  in  the 
U.S.?"  Says,  "They  don't  have  to  get 
the  right  answer.  But  I  want  to  see 
how  they  go  through  the  process." 
Enjoys  spotlight:  style  called  "engag- 
ingly direct,  the  decibel  count  unusu- 
ally high."  Blew  out  vocal  cords  at 
company  meeting  1991;  required 
surgery  afterwards.  Now  executive 
VP  worldwide  sales  and  support. 
Runs  10  miles  a  day;  shoots  hoops. 
Currently  owns  5.1%  Microsoft. 
Member  since  1990. 


Kirk  Kerkorian 

$3.4  billion 

Investments.  Las  Vegas-.  79 
Twice  divorced,  2  children 
Third  time  need  not  be  a  charm:  just 
agreed  to  buy  MGM  for  $1 .3  billion 
from  Credit  Lyonnais,  having  bought 
and  sold  the  film  studio  twice  before  at 
huge  profits.  Son  of  Armenian  immi- 
grant fruit  farmer.  Junior  high  dropout, 
lightweight  amateur  boxer;  trained 


i  U.S.  fighter  pilots,  RAF,  WWII.  Flew 
s  surplus  Air  Force  planes  across  Atlantic 
5  after  war,  built  charter  airline;  sold  for 
S  $104  million  profit  1966.  First 
I  takeover:  $82  million  for  40%  MGM 
1969.  Added  United  Artists  1981;  sold 
combined  companies  to  Ted  Turner  for 
$1.5  billion  1986.  Strapped  for  cash, 
Turner  stripped  out  film  broadcast 
rights,  sold  most  assets  back  5  months 
later  for  $480  million.  Kirk  resold  all  to 
Pathe  for  over  $1.3  billion  1990. 
MGM  sued  for  $750  million;  Kerko- 
rian countersued;  won.  Befriended 
Lee  Iacocca,  started  buying  Chrysler 
shares  1991;  takeover  threat  1994 
blocked  by  management.  Ended 
proxy  fight;  holds  nearly  14%  worth 
some  $3  billion.  Also  72%  MGM 
Grand:  hotels,  casinos,  luxury  airline, 
billion-dollar  Las  Vegas  theme  park. 
Last  time  drew  salary:  $35,000  in 
1966.  Member  since  1982. 


Sumner  Murray  Redstone 

$3.4  billion 

Viacom  Inc.  Newton  Centre,  Mass.  73 
Married,  2  children 

Sacked  longtime  partner,  Viacom 
chief  Frank  Biondi,  in  January.  Took 
over  as  CEO,  immediately  struck 
$1.8  billion  distribution  deal  with 
German  media  giant  KirchGroup. 
Son  of  drive-in  theater  owner.  Grad- 
uated Harvard  Law  1947.  Practiced 
law;  joined  father's  theater  business 
1954.  Built  into  National  Amuse- 
ments Inc.;  today  over  1,000  screens 
in  U.S.  and  U.K.  Survived  1979 
Boston  hotel  fire  by  hanging  from 
third-story  window  ledge;  flames 
seared  hand.  Reaped  big  gains  in 
1980s  as  investor  in  Twentieth  Cen- 
tury Fox,  Columbia  Pictures  and 
MGM/UA.  Acquired  Viacom  in 
$3.2  billion  leveraged  buyout  1987. 
Took  public  next  day  at  profit:  net 


Gordon  Moore 

Says  the  "accidental"  entrepreneur:  "We  had  no  idea  at  all  that  [this]  was  going 
to  be  a  $100  billion  business." 
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Taiwan  InnovalueSM  just  helped  Trish  Kelly 
to  surf  the  Internet.  Faster. 
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As  a  computer  designer,  Trish  Kelly  journeys  to  dozens  of  locations  to  create  backgrounds  for  her 
movie  posters.  But  not  by  airline.  By  Internet. 

Now  she  can  cross  oceans  faster.  KYE,  a  leading  specialist  in 
computer  peripherals  in  Taiwan,  has  invented  the  EasyScroll 
mouse.  Its  unique  side  button  and  top  roller  eliminate  about  30% 
of  clicking  operations. 

In  this  PC  Capital  of  the  World,  EasyScroll  is  just  one  more 
example  of  Innovalue:  innovation  in  design  and  manufacturing  that 
Igives  added  value  to  leading  edge  products.  You'll  find  Innovalue 
in  scanners,  PCs,  even  outdoor  kitchens. 

Many  Taiwan  Symbol  of  Excellence  winners  offer  Innovalue.  In 
most  product  areas.  If  you  are  interested,  reach  us  by  fax  or  the 
Internet.  Today,  it's  ideas,  products,  and  especially  values  that  are 
VERY  WELL  MADE  IN  TAIWAN. 


WWW:  http:  //  innovalue  cetra  org  tw 
Our  Fax  Number:  886-2-723-5497 
E-mail:  mitnews@cetra.org.tw 


The  EasyScroll  mouse  from  KYE  is  seen  with 
Plustek's  PageReader,  another  Gold  Award 
Winner  with  one  of  the  smallest  footprints 
in  desk  scanners. 


nearly  tripled.  Battled  with 
John  KJuge  (see)  for  Orion  Pictures 
1 988.  Luckily  lost:  Viacom  took  $18 
million  profit;  Orion  went  bankrupt. 
Acquired  Paramount  Communica- 
tions, Blockbuster  1994.  Sold  off 
Madison  Square  Garden,  N.Y.  (bas- 
ketball) Knicks  and  (hockey) 
Rangers,  cable  TV  systems  to  reduce 
still-huge  debt.  Age  no  deterrent:  "If 
Dole  thinks  he  can  run  America,  I 
can  run  Viacom."  But  Viacom  stock 
down  36%  past  year,  cutting  Red- 
stone's net  worth  by  $1.4  billion. 
Member  since  1982. 

Henry  Ross  Perot 

$3.3  billion 

Computer  services.  Dallas.  66 
Married;  4  daughters,  1  son 
Dallas  demagogue's  political  stock 
down  from  1992 — not  even  fellow 
Reform  Party  member  Richard  Lamm 
supports  him.  But  net  worth  up 
sharply:  Perot  Systems,  25%  owned  by 
Ross  via  grandchildren's  trust,  signed 
megadeal  to  handle  Swiss  Bank's  data 
processing;  doubled  revenues  over- 
night, now  near  $700  million.  Son  of 
East  Texas  horse  trader.  Eagle  Scout. 
Annapolis;  left  Navy  after  4  years  for 
sales  job  with  IBM,  once  filled  annual 
sales  quota  in  19  days.  Saw  opportu- 
nity in  data  processing,  but  IBM 
wouldn't  sell  services,  so  founded 
Electronic  Data  Systems  1962.  Bil- 
lionaire in  EDS  stock  by  1969;  net 
worth  plunged  with  stock  1970; 
recovered  over  the  years:  sold  to  Gen- 
eral Motors  1984  for  $1  billion  cash, 
stock.  Thorn  in  GM's  side  as  gadfly 
director,  bought  out  by  company  for 
$700  million  1986.  Founded  data 
processing  company  Perot  Systems 
1988  day  after  noncompete  agree- 
ment with  GM  expired.  During  Iran- 
ian hostage  crisis  1979  ran  jailbreak 
rescue  of  2  EDS  employees,  smug- 
gling them  550  miles  to  Turkish 
border.  Founded  populist  third  party 
political  group  United  We  Stand 
America,  ran  on  Independent  ticket 
for  President  1992,  divided  Republi- 
can voters,  won  19%  of  vote.  Running 
again  1996  on  Reform  Party  ticket. 
Billions  of  dollars  in  tax-exempt 
bonds  throwing  off  interest.  Son  Ross 
Ir.,  37,  overseeing  family's  huge  real 
estate  ventures,  including  Alliance  air- 
port, outside  Fort  Worth.  Member 
since  1982. 


Keith  Rupert  Murdoch 

$3.2  billion 

News  Corp.  Australia;  London;  NYC.  65 
Divorced,  remarried;  4  children 
Father,  Sir  Keith,  highly  regarded 
editor  Melbourne  Herald.  Rupert 
worked  on  London's  Fleet  Street 
after  graduating  Oxford  1952.  Took 
over  Adelaide  News  at  23;  devel- 
oped knack  for  tabloid  headlines: 
"Queen  Eats  a  Rat."  Bought  Sydney 
Daily  Mirror  1960;  expanded  into 
TV,  magazines,  books.  Purchased 
U.K.  publications;  to  U.S.  1974. 
Bought  Twentieth  Century  Fox 
1985,  7  Metromedia  television  sta- 
tions 1986;  built  Fox  TV  network. 
Paid  Walter  Annenberg  (see)  $3.2 
billion  for  TV  Guide,  others,  1988. 
Climbed  out  of  near-deadly  debt 
hole  1990-91  by  refinancing,  selling 
equity.  Repurchased  New  York  Post 
out  of  bankruptcy  1993,  squeezed 
unions  for  concessions.  Also  1993: 
bought  63.3%  Star  TV,  Hong  Kong 
satellite  network  spanning  Asia.  In 
the  U.S.,  grabbed  broadcast  rights 
to  NFL  football  from  CBS. 
Grooming  son  Lachlan,  daughter 


Elizabeth,  for  top  spots  in  worldwide 
media  empire.  Youngest  son  lames 
started  Rawkus  Entertainment;  acts 
include  Motor  Baby,  Plastique  and 
Whorgasm.  Murdoch  naturalized  U.S. 
citizen  1985,  owns  roughly  30%  of 
News  Corp.  Member  since  1985. 

Richard  Marvin  DeVos 

$3.2  billion 

Amway  Corp.  Ada,  Mich.  70 
Married,  4  children 

Jay  Van  Andel 

$3.2  billion 

Amway  Corp.  Ada,  Mich.  72 
Married,  4  children 

DeVos  and  Van  Andel's  global  cos- 
metics machine  also  a  national  polit- 
ical player:  bought  cable  coverage 
for  GOP  convention  in  August, 
spent  millions  on  1994  congression- 
al campaigns.  Several  Amway  dis- 
tributors members  of  Congress. 
Partners  were  next-door  neighbors, 
high  school  pals.  Developed  vitamin 
distribution  system  after  WWII, 
started  Amway  in  basements  1959. 
Bought    distribution    rights  for 
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Steven  Ballmer 
One  of 
Microsoft's 
multibillionaires, 
and  the  only  one 
without  a  cyber- 
palace  on 
Seattle's  Lake 
Washington. 


Kirk  Kerkorian 

His  50  million  shares  of  Chrysler  give  him  plenty  reason  to  smile, 
but  can  Kirk  work  his  charm  on  his  third  go-round  with  MGM? 


biodegradable  soap  from  broke 
Detroit  chemist,  sold  enough  in  2 
years  to  open  Grand  Rapids  plant. 
Now  2.5  million  distributors  selling 
nearly  7,000  Amway  and  brand- 
name  products  person-to-person  in 
64  countries.  Company  attracts 
salespeople  with  free-enterprise 
credo;  distributors  do  recruiting, 
collect  commissions  on  salespeople's 
take.  Known  to  play  hardball:  lost 
$75,000  suit  by  Procter  &  Gamble 
for  spreading  damaging  rumors. 
FTC  investigation  into  pyramid 
scheme  allegations  1979  went 
nowhere.  Amway  says  sales  up  nearly 
20%  in  last  year,  over  $6  billion 
gross.  Moved  into  People's  Repub- 
lic of  China  1994  with  public 
Amway  Asia  Pacific;  also  owns  most 
of  Amway  Japan  Ltd.  Founders 
giving  way  to  new  guard:  DeVos 
handed  presidency  to  son  Dick,  40, 
in  1992.  Van  Andel  replaced  as 
chairman  by  son  Steve,  41.  DeVos' 
Orlando  (basketball)  Magic  lost 
superstar  Shaquille  O'Neal  when  LA 
Lakers  offered  more  than  $120  mil- 
lion. First  appeared  on  list  1982. 


Sumner  Redstone 

Redstone  fired  longtime  Viacom  chief  Frank  Biondi  and  took  the  top  job  himself. 
But  Wall  Street's  verdict:  Viacom  stock  has  plunged  since  the  sacking. 
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ffztev  B.  Haas  Sr. 
$3.1  biMion 

inheritance.  San  Francisco.  77 
Divorced,  remarried;  2  children 

Peter  E.  Haas  Jr. 

$1.2  billion 

Inheritance.  San  Francisco.  48 
Married 

Frances  Koshland  Geballe 

$1.2  billion 

Inheritance.  San  Francisco.  75 
Married,  3  children 

Josephine  B.  Haas 

$1.2  billion 

Inheritance.  San  Francisco.  82 
Divorced,  2  children 

Robert  Douglas  Haas 

$1.1  billion 

Inheritance.  San  Francisco.  54 
Married,  1  child 

Daniel  E.  Koshland  Jr. 

$795  million 

Inheritance.  San  Francisco.  76 
Married,  1  child 


Margaret  E.  Haas 

$770  million 

Inheritance.  San  Francisco.  41 
Divorced 

With  families,  heirs  to  Levi  Strauss  for- 
tune. Fearing  excess  profits  taxation, 
family  executed  LBO  February  1996 
on  top  of  previously  LBO'd  company. 
Restructuring  led  by  CEO  Robert  D. 
Haas,  great-great-grandnephew  of 
Levi  Strauss.  Family  squabble  ensued. 
Family  of  Rhoda  Haas  Goldman  (d. 
1996)  cashed  out.  Remainder  of  shares 
owned  by  some  200  descendants 
placed  in  15 -year  voting  trust  con- 
trolled by  Haas  families.  Prescient 
move:  another  blockbuster  year  for 
Levi — over  $700  million  earnings  on 
sales  of  $6.7  billion,  due  largely  to  sales 
of  flagship  501  Blues.  New  Levi  entity: 
LSAI  Holding  Corp.  Founder  Levi 
Strauss  emigrated  from  Bavaria  during 
California  gold  rush,  started  company 
1850;  sold  '49ers  pants  made  of  tent 
canvas;  patented  denim  version,  copper 
riveting  technique  1873.  Died  bache- 
lor 1902,  left  company  to  4  nephews. 
Walter  A.  Haas  Sr.  (d.  1979)  married 
Strauss'  grandniece,  ran  company 


1928-55.  Son  Peter  Sr.,  Harvard 
M.B.A.,  joined  to  handle  finance, 
operations;  president  1970-81.  Now 
chairs  executive  committee.  Gives  to 
Jewish  causes,  Smithsonian,  United 
Way.  Peter  Sr.'s  brother  Walter  Jr.  (d. 
1995)  president  1958-70,  took  com- 
pany public  1971.  Retired  1981;  hon- 
orary chair  at  death.  His  son  Robert 
D.,  U.C.  Berkeley,  Peace  Corps,  Har- 
vard M.B.A.,  took  company  private 
again  1985  in  $1.7  billion  LBO;  nearly 
tripled  revenues,  paid  debt  early. 
Spending  $850  million  upgrading 
company's  systems  to  provide  quicker 
distribution,  replenishment  of  mer- 
chandise. Capitalized  on  Levis'  mys- 
tique abroad;  now  foreign  sales  half  of 
total  revenues.  Josephine  and  ex-hus- 
band Peter  Sr.  share  control  of  some 
Levi  equity.  Their  son  Peter  Jr.  is  cor- 
porate foundation  director;  daughter 
Margaret  Haas  owns  auto-racing  team. 
Daniel  E.  Koshland  Jr.,  retired  editor  of 
Science  magazine  and  sister,  Frances 
(Sissy)  Geballe,  children  of  Daniel 
Koshland  Sr.,  brother-in-law  to  Walter 
A.  Haas  Sr.  Today  world's  largest 
apparel  firm;  benefiting  from  casual - 

|  Ross  Perot 
S  Here's  a  thought: 
|  Why  doesn't 
|  this  deficit 
>  hawk  give  the 
$30  million  he 
has  received 
in  public 
campaign 
funds  back 
to  the 

U.S.  Treasury? 
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U.S.  Trust  can  put  you  on  course 
for  a  successful  retirement 


:t  should  come  as  no  surprise  that  a  successful  retirement,  like  a  successful  career,  is  more 
likely  the  result  of  careful  planning  than  of  happenstance.  As  one  of  America's  most  experienced 
asset  management  firms,  U.S.  Trust  possesses  unsurpassed  retirement  planning  savvy. 

Once  our  experts  know  your  retirement  income  goals,  they  can  customize  an  investment 
management  program  to  help  you  achieve  them.  Among  other  things,  we  will  specify  how 
to  invest  your  assets  both  before  and  during  retirement  to  maintain  the  lifestyle  you  desire. 

Importantly,  as  the  economic  environment  or  your  goals  change,  our  specialists  can  advise 
you  on  making  essential  mid-course  alterations.  For  more  information  about  the  depth  and 
breadth  of  our  retirement  planning  expertise,  please  contact  Richard  E.  Foley,  Senior  Vice 
President,  at  1-800-U.S.  TRUST. 


US 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK  BOCA  RATON  COSTA  MESA  DALLAS  GREENWICH  LOS  ANGELES  NAPLES  PALM  BEACH  PORTLAND  PRINCETON  STAMFORD  WASHINGTON  D.C.  WEST  HARTFORD  GRAND  CAYMAN 


look  trend.  New  incentive  plan:  every 
employee  gets  bonus  equal  to  year's 
pay  if  company  cash  flow  target  is  met 
by  2001.  First  appeared  on  list  1991. 

Forrest  Edward  Mars  Sr. 

$3  billion 
Candy.  Miami.  92 
Widowed,  3  children 

Forrest  Edward  Mars  Jr. 
$3  billion 

Candy.  McLean,  Va.  65 
Married,  4  daughters 

John  Franklyn  Mars 

$3  billion 

Candy.  Arlington,  Va.  60 
Married,  2  children 


Jacqueline  Mars  Vogel 

$3  billion 

Candy.  Bedminster,  N.J.  57 
Twice  divorced,  3  children 
Father,  2  sons  and  daughter.  Super- 
secretive  candy  giant  Mars,  Inc.  con- 
tinues push  overseas;  opens  manufac- 
turing plant  Stupino,  Russia  in  May. 
Company  started  1911  by  Forrest 
Sr.'s  parents,  Frank  and  Ethel;  struck 
pay  dirt  1923  after  young  Forrest 
suggested  candy  bar  based  on  choco- 
late malted  milk  drink:  Milky  Way. 
Malt-flavored  nougat  became  corner- 
stone of  subsequent  Mars  bars, 
including  Snickers,  3  Musketeers. 
Forrest  Sr.:  Built  candy  empire  in 
Europe  after  falling  out  with  father; 
returned  to  U.S.  after  father's  death 


1934.  Developed  M&Ms  after  seeing 
soldiers  eating  candy-coated  choco- 
late drops  in  Spanish  Civil  War. 
Bought  out  family  1964,  built  one  of 
world's  largest  candy  companies,  pet 
food  makers  (Whiskas,  Kal  Kan). 
Added  snack  and  prepared  foods, 
Uncle  Ben's  Rice  et  al.  Retired  1973; 
runs  Ethel  M,  fine-chocolate  firm  Las 
Vegas.  Forrest  Jr.:  Established  com- 
pany's Dutch  unit  1960s;  now 
copresident.  Advanced  notion  of 
candy  as  energy  food,  added  granola 
bars,  noncandy  snacks.  John:  Set  up 
Australian  operations;  now  copresi- 
dent. Jacqueline:  victorious  in  recent 
divorce  from  Hank  Vogel,  who  tried 
getting  piece  of  Mars.  Four  share 
company  worth  over  $12  billion. 
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.•'•i'diar  Pritzker 
$3  billion 

Finance,  hotels.  Chicago.  74 
Married,  4  children 

Robert  Alan  Pritzker 

$3  billion 

Finance,  hotels.  Chicago.  70 
Twice  divorced,  remarried;  5  children 
Brothers.  Grandfather  Nicholas  emi- 
grated from  Russia  to  Chicago  1881; 
started  law  firm  1902;  joined  by  3 
sons:  firm  still  Pritzker  &  Pritzker. 
One  son,  Abram,  diversified  into  real 
estate,  light  manufacturing  late 
1930s;  died  1986.  Lawyers  mini- 
mized estate  taxes  so  well  IRS  pressed 
for  $53  million;  settled.  Sons 
increased  holdings.  Jay:  Lawyer  by 
education,  financial  wizard;  used 
father's  credit  to  finance  early  deals. 
Started  Hyatt  hotels  1957.  Brother 
Donald  (d.  1972)  ran  chain  for  years. 
Jay's  son  Thomas  now  in  charge, 
expanding  company.  Donald's 
daughter  Penny  runs  Hyatt's  luxury 

Richard  DeVos  (left)  with  Bob  Dole 
Known  mostly  for  its  unusual  mix  of 
gadgets  and  cosmetics,  the  Amway 
machine  has  slowly  evolved  into  a 
major  supporter  of  the  GOP. 


retirement  centers.  Partnered  with 
Donald  Trump  in  NYC's  Grand 
Hyatt.  Family  backed  unsuccessful 
run  on  RJR  Nabisco,  lost  to  KKR. 
Robert:  family  engineer,  runs  60-plus 
manufacturing,  service  companies 
through  Marmon  Group.  Invest- 
ments in  Ticketmaster,  Royal 
Caribbean  Cruises,  real  estate,  etc. 
With  families,  share  fortune  worth 
over  $6  billion.  Members  since  1982. 

William  Redington  Hewlett 

$2.9  billion 

Hewlett-Packard.  Portola  Valley,  Calif.  83 
Widowed,  remarried; 
5  children,  5  stepchildren 
Longtime  friend  and  partner  David 
Packard  died  March  1996. 
Cofounders  started  HP  in  Palo  Alto 
garage,  now  considered  birthplace  of 
Silicon  Valley.  Company  name  deter- 
mined by  coin  toss.  Hewlett:  dyslex- 
ic, excelled  in  science/mathematics; 
focused  on  research.  Designed  first 
HP  product,  audio  oscillator,  as  MIT 
grad  school  student.  Sold  8  to  Walt 
Disney  for  Fantasia.  Lesser-known 
products:  bowling  alley  foul-line  indi- 
cator, automatic  urinal  flusher, 
weight-loss  shock  machine.  Initial 
$538  capital  investment;  now  $44 


billion  market  cap.  Left  HP  to  serve 
WWII  Army.  Headed  electronics  sec- 
tion of  War  Dept.  Special  Staff; 
inspected  Japanese  industry  after  war. 
Returned  to  HP  as  VP.  Rapid  growth 
1950s.  IPO  1957.  Father  of  pocket 
calculator:  "I  told  the  guys  they 
ought  to  design  a  calculator  to  fit  in 
my  shirt  pocket,  so  they  came  and 
measured  my  pocket."  President 
1964.  Retired  as  CEO  1978,  vice 
chair  of  board  1987.  With  Packard 
returned  to  company  1990  to  fight 
bureaucracy;  decentralized  opera- 
tions; increased  sales  by  $6  billion  in 
fiscal  year  1995.  Leading  philan- 
thropists: duo  donated  more  than 
$300  million  to  Stanford  Universi- 
ty; gave  $25  million  for  Stanford 
faculty  fund  research  in  honor  of 
Frederick  Terman,  professor  and 
mentor  to  both.  "[Stanford]  would 
not  be  the  place  it  is  without  these 
two  guys."  But  modest:  No  Stan- 
ford building  bears  either  name. 
Member  since  1982. 

Edgar  Miles  Bronfman 

$2.7  billion 

The  Seagram  Co.  Ltd.  New  York  City.  67 
Married  (4  marriages,  3  wives);  7  children 
With  spirits  market  shrinking,  Sea- 
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HAVE  YOU  TAKEN  YOUR  SKINCARE  TODAY? 


n  u  t  r  i  t  i  o  rir, 


Once-a-day  Skin  Nutrition 


THE  INTERNAL  STRATEGY: 

PREVENT,  a  nutrition  supplement  for  your 
skin  that  you  take  each  morning.  Vitamin 
C,  and  Grape  Seed  Extract. 

THE  EXTERNAL  STRATEGY: 

1  CLEAN,  removes  pollution,  dirt,  oil. 
Conauers  blackheads.  A  great  way  to 
shave. 

2  CORRECT,  builds  strength,  begins  sun 
and  environmental  damage  repair,  stops 
irritation. 

3  PROTECT,  binds  moisture,  SPF  8. 
Reveals  fresh,  young  skin  cells,  guards 
new  cells. 


4 


Edgar  Bronfman  Sr.  and  son 

Edgar  Jr.  made  Seagram  a  major  player  in  the  entertainment  business.  The  MCA 
deal  looks  promising,  but  that  Time  Warner  investment  has  been  a  bust. 


gram  expands  into  beer;  ends  indus- 
try-imposed moratorium  on  televi- 
sion liquor  advertising.  Father  Sam 
refugee  from  czarist  Russia  to 
Canada  1889.  Formed  Distillers 
Corp.,  Montreal  1924.  Acquired 
Joseph  E.  Seagram  &  Sons  of  Water- 
loo, Ont.  Prospered  along  U.S. 
border  during  Prohibition;  contin- 
ued success  after  repeal.  Holdings 
split  among  4  children  when  Sam 
died  1971.  Edgar  M.  (sole  U.S.  cit- 
izen among  siblings)  got  U.S. 
branch,  and  brother,  Charles  R., 
Canadian  post.  Edgar  established 
international  distribution  network 
for  Seagram.   Current  chairman. 


Acquired  Tropicana  Products  1988, 
Dole  worldwide  juice  business  1995. 
Son  Edgar  Jr.,  41,  current  chief  exec- 
utive, steered  investments  toward 
entertainment:  80%  MCA  from  Ma- 
tsushita 1995  for  $5.7  billion;  50% 
Interscope  Records  from  Ted  Field 
(see)  1996.  Also  15%  Time  Warner. 
Plans  to  open  new  Universal  theme 
parks  in  Florida  and  Osaka,  Japan. 
Distribution  agreement  with  Dream- 
Works SKG.  Older  brother  Sam,  42, 
president  Seagram  Classics  Wine  Co. 
Younger  brother  Matthew,  37, 
cofounded  Perfumes  Isabell.  Edgar 
M.  president  World  Jewish  Congress. 
Member  since  1983. 


Samuel  Curtis  Johnson 

$2.6  billion 

S.C.  Johnson  &  Son.  Racine,  Wis.  68 
Married,  4  children 

Fourth-generation  family  business; 
still  growing:  $4  billion  1995  rev- 
enues, up  $200  million  from  year 
before.  Great-grandfather,  parquet 
flooring  salesman,  founded  famous 
floor- wax  firm  1886.  Sam,  fourth 
generation,  new  products  director 
1955;  encouraged  non-Johnson's 
Wax  items  (Raid,  Glade,  Edge),  now 
among  company's  most  profitable 
lines.  Expanded  and  contracted 
1993:  bought  Drackett  division  of 
Bristol-Myers  Squibb  (Windex, 
Vanish,  Drano)  for  $1.15  billion,  sold 
parts  of  personal  care  products  line 
(Cure,  Agree).  "They  realized  they 
were  better  at  making  household 
products  than  hair  products."  Very 
private  about  profitability,  but  took 
sideline  company  Johnson  Worldwide 
Associates  (outdoor  recreation  equip- 
ment) public  1987;  family  wanted 
liquidity.  Also  majority  interest  John- 
son International  (bank  holding  com- 
pany, assets  $1  billion).  Sam's  4  chil- 
dren active  in  S.C.  Johnson  &  Son: 
Curt,  41,  VP  global  business  devel- 
opment; Helen,  39,  executive  VP 
Johnson  Worldwide  Associates;  Fisk, 
38,  home  care  business,  consumer 
products  North  America;  Winifred, 
37,  part-time  public  relations,  also 
investor  in  Windmark  music  studio. 
Sam  enjoys  nature  photography, 
flying  planes,  controls  60%  of  family 
company.  Member  since  1982. 

Henry  Lea  Hillman 

$2.6  billion 

Industrialist,  real  estate.  Pittsburgh.  77 
Married,  4  children 

Reserved  son  of  fiery  coal/steel/gas 
tycoon  John  Hartwell  Hillman  Jr., 
who  followed  lead  of  other  Pitts- 
burgh industrialists  Carnegie  and 
Mellon,  built  Pittsburgh  Coke  & 
Chemical,  Texas  Gas  Transmission, 
etc.  After  Princeton,  Henry  joined 
business  1945,  assumed  control  on 
fathers  death  in  1959:  "I'm  not  a 
table  pounder,  and  he  was."  Bought 
out  5  siblings  (now  deceased).  Sold 
smokestack  assets,  diversified  into  real 
estate,  light  industry.  "When  times 
change,  you  have  to  change."  Hold- 
ings estimated  $300  million  1969. 
Likes  science,  high  tech;  invested 
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ANOTHER   INVESTOR  S   ADVANTAGE  : 


Our  own 
growth  funds. 

Our  best 
performers.  \  i?- 


Strategist  Growth  Funds  from  American  Express 


Strategist 
Growth  Funds 

Strategist 
fGrowth  Fund 


Average  Annual  Total  Returns  (As  of  6/30/96) 

1  year        5  year        1 0  year 
19.2% 


29.1 


itegist  _  _ 

owth  Trends  27.7% 


Hind 


17.7% 


14.1% 
15.4% 


100%  No-load 


The  Strategist  Growth  Trends  Fund 
and  the  Strategist  Growth  Fund  from 
American  Express  Financial  Direct 
iave  delivered  the  same  important  advantage:  long-term  per- 
jormance.  Of  course,  past  performance  is  no  guarantee  of 
uture  results. 


jbu  can  get  started  with  as  little  as  $2,000.  Licensed  financial 
onsultants  are  ready  to  discuss  the  Strategist  Funds,  plus 
no-load  funds  from  other  well-known  families,  money  market 
unds,  brokerage  services,  and  more.  Whatever  you  request,  you'll 
eceive  the  exceptional  service  you  expect  from  American  Express. 


Financial 
Direct 


For  a  prospectus  on  Strategist  growth  funds, 
with  no  loads  or  transaction  fees,  call 

1800AXP-2011 


imerican  Express  Financial  Direct  makes  investments  available  through  American  Express  Service  Corporation.  Average  annual  total  returns  include 
panges  in  principal  value,  reinvested  dividends  and  capital  gains  distributions.  Investment  return  and  principal  value  will  vary  and  shares  may  be  worth 
>ore  or  less  at  redemption  than  at  original  purchase.  Strategist  Growth  Fund  invests  its  assets  in  Grow  th  Portfolio,  of  Growth  Trust.  Growth  Portfolio's  pre- 
bcessor  fund,  IDS  Growth  Fund,  has  been  in  existence  since  March,  1972.  Strategist  Growth  Trends  Fund  invests  its  assets  in  Growth  Trends  Portfolio 
I  Growth  Trust.  Growth  Trends  Portfolio's  predecessor  fund,  IDS  New  Dimensions  Fund,  has  been  in  existence  since  July,  1968.  All  performance  shown 
»  based  in  part  on  the  historical  performance  of  each  predecessor  fund,  which  invests  its  assets  in  Growth  Portfolio  or  Growth  Trends  Portfolio.  All  per- 
Ihnance  shown  represents  performance  of  each  predecessor  fund  prior  to  3/20/95  and  of  each  predecessor  fund's  Class  A  shares  from  3/20/95  through 
'30/96,  adjusted  to  reflect  the  absence  of  sales  charges.  The  historical  performance  has  not  been  adjusted  for  any  difference  between  the  estimated  fees 
id  expenses  of  the  funds  and  the  historical  fees  and  expenses  of  the  predecessor  funds.  For  more  complete  information,  including  charges  and  expenses, 
lease  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 


heavily  in  Silicon  Valley  1970s;  now 
medical  technology  companies  like 
Perrigo  Co.  Backed  leveraged  buyout 
shops  like  Kohlberg  Kravis  Roberts; 
later  his  own  Exide  Corp.  Real  estate 
holdings  spanned  nation,  but  sold  4.5 
million  square  feet  to  Goldman, 
Sachs  affiliate  in  $450  million  deal 
1994.  Now  said  to  be  vying  for  Texas 
oil  and  gas  reserves  through 
Broughton  Associates,  joint  venture 
of  the  Hillman  Co.  and  smaller  SK 
Resources.  Wife,  Elsie,  a  leading 
Republican.  Henry  owns  80%  Hill- 
man  Co.  empire;  stepbrothers, 
Howard  and  Tatnall,  own  rest. 
Member  since  1982. 

George  Soros 

$2.5  billion 

Money  manager.  London;  NYC.  66 
Divorced,  remarried;  5  children 
After  lackluster  1994,  early  1995, 
Soros  and  top  fund  manager  Stanley 
Druckenmiller  (see)  swing  heavily  into 
U.S.  securities.  "They  were  buying  up 
everything."  Overall  returns  may  be  as 
much  as  30%  per  annum.  Hungarian- 
born,  hid  from  Nazis  in  family  attic. 
To  London  after  war,  London  School 


of  Economics;  Wall  Street  analyst 
1956,  advised  Americans  on  Europe 
after  formation  of  European  Common 
Market  1957:  ".  .  .  for  a  brief  period  I 
ruled  as  a  one-eyed  king  among  the 
blind."  Spent  1963-66  revising  never- 
published  The  Burden  of  Consciousness. 
Then  Quantum  Fund:  Curacao-based 
hedge  fund  1969;  brilliant  long-term 
record.  Currency  speculator:  the  man 
who  "broke"  the  British  pound,  forc- 
ing U.K.  out  of  European  exchange 
rate  mechanism  1992;  made  $1  bil- 
lion. Recovered  from  $600  million 
loss  betting  against  yen  early  1994. 
Considers  Karl  Popper  a  mentor.  Sub- 
stantially handed  over  fund  investment 
to  right-hand  man  Druckenmiller 
1989;  performance  improved:  "I 
became  the  coach,  he  became  the 
competitor."  Childhood  belief  he  was 
God  persisted  into  adulthood.  In  all 
seriousness:  "It  is  a  sort  of  disease 
when  you  consider  yourself  some  kind 
of  god,  the  creator  of  everything,  but 
I  feel  comfortable  about  it  now  since 
I  began  to  live  it  out."  Claims  to  be 
giving  away  more  than  $300  million  a 
year  toward  open  society  in  Eastern 
Europe;  also  U.S.  causes:  drug  poli- 


Samuel  Curtis 
Johnson 
It's  a  safe  bet 
that  a  fifth 
generation  of 
Johnsons  will 
helm  Johnson 
Wax:  all  four  of 
Sam's  kids  are 
active  in  the 
business. 


cies,  inner-city  problems,  people  with 
fatal  diseases.  Advocates  marijuana 
legalization  for  medical  purposes. 
Member  since  1986. 

Abigail  Johnson  and  family 

$2.5  billion. 

Fidelity  Investments.  Boston.  34 
Married,  1  daughter 

Edward  Crosby  Johnson  III 

$1.3  billion 

Fidelity  Investments.  Boston.  66 
Married,  3  children 

Father  and  daughter.  Humongous 
"pace  car"  of  mutual  fund  industry 
with  over  $450  billion  under  man- 
agement. Flagship  Magellan  Fund 
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slipping  a  bit  after  departures  of  man- 
agers Peter  Lynch  and  Jeffrey  Vinik. 
Fidelity  still  worth  at  least  $10  bil- 
lion. Ned's  father,  Edward  II,  lawyer, 
acquired  failing  Fidelity  Management 
Corp.  1946;  built  leading  mutual 
fund  manager:  "The  market  is  like  a 
beautiful  woman,  always  fascinating, 
always  mystifying."  Mr.  Johnson 
excellent  stock  picker;  son  Ned,  CEO 
1972,  master  marketer.  Created 
mutual  fund  for  every  investment 
strategy.  Magellan  Fund  ($53  billion 
assets)  biggest  stock  fund.  When 
Charles  Schwab  &  Co.  started  One- 
Source  (offers  no-loads  from  other 
fund  families),  countered  with  Funds- 
Network.  Also  real  estate,  publishing 


(suburban  Boston  newspaper  chain, 
moneylosing  Worth  magazine).  Ned 
cut  own  Fidelity  shares  by  half  1995, 
to  12%,  for  estate  planning,  much 
turned  over  to  employees.  Principal 
heir  apparent:  daughter  Abigail,  34, 
manages  Fidelity's  $1.2  billion  Trend 
fund,  retains  24.5%  voting  stock. 
Ned  a  member  since  1985;  Abigail 
since  1995. 

Jon  Meade  Huntsman 

$2.5  billion 

Chemicals.  Salt  Lake  City.  59 
Married,  9  children,  26  grandchildren 
Acquisition-minded  Huntsman  fum- 
ing over  two  failed  takeover  bids: 
Rexene  rejected  his  $267  million  bid 


William  Hewlett 

Though  he  lost  longtime  partner  David 
Packard  earlier  this  year,  he  still  found 
time  to  pursue  philanthropic  causes, 
like  this  museum  groundbreaking. 


in  July;  Sterling  Chemicals,  $670  mil- 
lion in  April.  Cyclical  petrochemical 
margins  squeezed,  but  Huntsman 
still  strong  performer.  Two-time 
cancer  survivor,  Huntsman  gave 
$100  million  to  cancer  research  last 
year.  Wharton,  USC  M.B.A.  Started 
1965  joint  venture  in  polystyrene  egg 
containers  after  running  in-laws'  egg- 
processing  plant.  Founded  plastic- 
products  company  with  brother 
1968.  Company  neared  bankruptcy, 
then  recovered;  sold  1976.  Founded 
Huntsman  Chemical  with  big  debt 
1982.  Sought  acquisitions  at  bargain 
prices  with  aggressive  leverage  at 
cyclical  lows  in  plastics  markets. 
Bought  Texaco's  petrochemicals 
operation  1994  with  Australian  bil- 
lionaire Kerry  Packer  for  $1.06  bil- 
lion; put  in  $80  million  equity,  got 
80%  stake.  Recent  purchase  of  East- 
man Chemical's  polypropylene  busi- 
ness added  500  million  pounds 
capacity.  Staunch  Republican:  Nixon 
aide,  Utah  chairman  Reagan,  Bush 
campaigns.  Devout  Mormon,  even- 
tually intends  to  give  fortune  to  char- 
ity. Member  since  1989. 

Robert  Muse  Bass 

$2.3  billion 

Oil,  investments.  Fort  Worth.  48 
Married,  2  children 

Washington  Mutual  acquired  Bass' 
largest  single  holding,  American  Sav- 
ings, creating  western  banking  power 
in  July.  Bass'  continued  investment 
worth  $900  million-plus.  Formed 
$1.75  billion  investment  partnership 
with  Oak  Hill  Partners  in  August. 
Third  son  of  oilman  Perry  Bass  (see), 
who  expanded  oil  holdings  inherited 
from  tycoon  uncle  Sid  Richardson  (d. 
1951).  Perry  stepped  down  1968, 
leaving  control  to  sons  Sid,  Lee, 
Edward  (see  all).  Eldest,  Sid,  diversi- 
fied with  help  from  Richard  Rainwa- 
ter (see);  bought  into  Disney,  Texaco, 
real  estate,  etc.  Robert  (Yale,  Stanford 
Business  School)  felt  overshadowed, 
split  off  1983.  Sold  most  of  Disney, 
became  major  dealmaker:  media 
(held  stakes  in  St.  Petersburg  Times, 
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George  Soros 
Of  the  $300 
million  foe  claims 
to  give 

philanthropies 
every  year,  a 
small  piece 
recently  went  to 
start  his  Project 
on  Death  in 
America,  which 
aims  to  help 
people  die 
with  dignity. 
iimifmwHmiMBiiiiiiiiniiiniin  if 


Continental  Broadcasting,  Womet- 
co);  real  estate  (sold  Plaza  Hotel  in 
NYC  to  Trump  for  profit);  informa- 
tion (stake  in  Bell  &  Howell).  Amer- 
ican Savings,  thrift  bought  from  feds 
1988,  most  profitable  deal.  Led  con- 
sortium in  $1.1  billion  leveraged 
buyout  of  8  related  food  companies 
(reportedly  seeking  buyer  for  trou- 
bled Specialty  Foods  Corp.).  Sold 
Atlanta  cable  operators  Wometco, 
Georgia  Cable  to  US  West  for  $1.2 
billion  1994.  Historical  preservation- 
ist: bought  Ulysses  S.  Grant's 
Georgetown  home  for  reported  $2 
million.  Gave  $20  million  gift  to  Yale 
in  May  after  university  rejected 
restrictive  $20  million  gift  from 
younger  brother  Lee  last  year. 
Extremely  private:  "We  seem  to  have 
gotten  along  very  well  without  a  lot 
of  publicity."  Member  since  1983. 

Philip  Frederick  Anschutz 

$2.2  billion 

Oil,  railroads.  Denver.  56 
Married,  3  children 

Finally  unloaded  his  Southern  Pacif- 
ic railroad  to  Union  Pacific  Septem- 
ber. Still  laying  fiber-optic  network 
alongside  rails  to  take  on  AT&T, 
MCI,  others.  Kansas  native;  B.S. 
from  U.  of  Kansas  1961.  Father 
Fred  (d.  1993)  oil  rig  operator,  sold 
company  for  $10  million,  unknow- 
ingly bought  ranch  on  oil -rich  land 
Utah,  Wyoming.  Struck  it  big  at 
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Anschutz  Ranch  East  in  Utah  1970s; 
one  of  50  largest  gas  fields  in  U.S. 
Sold  half  of  mineral  rights  to  Mobil 
for  $500  million  1982;  retired  debt. 
Amoco  is  operator,  but  family  col- 
lects 17%  royalties.  Went  into  min- 
erals, Denver  real  estate,  stocks 
(nearly  $100  million  profit  from 
ITT,  Pennwalt).  Bought  Rio  Grande 
Railroad  for  $500  million  1984, 
added  Southern  Pacific  1988.  Two 
considered  among  worst-run  rail- 
roads, but  potential  for  improve- 


ment made  IPO  big  hit:  SP  went 
public  1993  at  $13.50;  did  sec- 
ondary in  1994  at  $21.  Agreed  to 
sell  for  $25  a  share.  With  partner 
bought  LA  (hockey)  Kings  last  year 
for  $113  million;  plans  to  build  new 
team  arena  downtown  LA.  With 
partner  bought  downtown  Denver 
Tabor  Center  for  $123  million; 
building  new  Denver  (basketball) 
Nuggets  stadium.  Railroad  stock 
alone  recently  worth  over  $1  billion. 
Member  since  1982. 


Jon  Huntsman 
His  chemical 
corporation 
keeps  growing 
despite  Rexene's 
rejection  of  his 
$267  million 
offer  in  July. 
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n  just  one  year,  Donald  J.  Trump  has  built  one  of  the  largest  and 
finest  casino  companies  in  the  world,  Trump  Hotels  &  Casino  Resorts, 
Inc.  (NYSE:DJT),  with  two  award  winning  hotels  in  Atlantic  City,  New 
Jersey-The  Trump  Taj  Mahal  Casino  Resort,  and  Trump  Plaza  Hotel  and 
Casino.  The  company  recently  opened  the  Trump  Casino  Riverboat  at 
Buffington  Harbor,  Indiana,  and  will  soon  complement  its  Atlantic  City  hold- 
ings with  the  planned  acquisition  later  this  year  of  Trump's  Castle  Casino 
Resort,  another  Four  Star,  Four  Diamond  Resort. 

Trump  Taj  Mahal  Casino  Resort 

The  opulent  Trump  Taj  Mahal  is  a  landmark  on  Atlantic  City's  world- 
famous  Boardwalk.  Its  55-story  hotel  tower  offers  1,250  guest  rooms, 
including  237  suites  and  incomparable  themed  supersuites.  The  Taj  is 
number  one  in  revenues,  gross  operating  profits,  table  games  and  slots. 

Its  expansion  will  result  in  a  total  of  2,050  guest  rooms  and  the  largest 
casino  in  the  world. 

Trump  Plaza  Hotel  and  Casino 

The  world-class  Trump  Plaza  now  includes  the  unique  Trump  World's  Fair, 
featuring  the  only  ocean-view  and  boardwalk  access  gaming  in  Atlantic  City. 
The  Plaza's  1 ,404  guest  rooms  include  349  elegant  suites  and  supersuites  in 
the  East  Tower,  grandly  overlooking  the  Atlantic  Ocean,  encompassing  one 
quarter  mile  of  Boardwalk  frontage.  The  casino  is  1 35,000  square  feet. 

Trump's  Castle 

The  beautiful  hotel  casino  with  the  adjacent  80  slip  Marina  features  728 
guest  rooms  including  60  Bay  Tower  suites  and  97  Crystal  Tower  one-and 
two-bedroom  suites. 

Soon  to  be  renamed  Trump  Marina  Hotel  and  Casino,  the  hotel  casino 
will  add  a  45  story,  nautically-themed  tower  with  1 ,500  additional  guest 
rooms,  including  suites  and  mini-suites,  an  enclosed  pedestrian  walkway 
between  the  hotel  casino  and  the  marina,  and  the  one  of  a  kind  430  foot  Trump 
Yacht  which  will  include  a  35,000  square  foot  casino. 

Trump  Indiana 

The  290  ft.  Trump  Casino  vessel,  the  premier  gaming  ship  located  on 
over  88  fabulous  acres  just  south  of  Chicago  on  Lake  Michigan, 
has  received  an  overwhelming  reception  as  the  most  luxurious 
gaming  ship  afloat. 
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HOTELS  & 
CASINO  RESORTS 


ratoaraed  Sid's  (far 
ligtti)  $20  million 
i  i<  i  ,  dealmaster 
another  Robert 
gave  the 
university 
$20  million  of  his 
own.  Father  Perry 
Bass  (below)  built 
an  oil  fortune  and 
now  wisely  invests 
alongside  his 
offspring. 


Marvin  Harold  Davis 

$2.2  billion 

Oil,  real  estate.  Beverly  Hills.  71 
Married,  5  children 

A  losing  player  in  shareholder  fight  to 
kick  T.  Boone  Pickens  out  of  Mesa 
Inc.  Teamed  with  Dennis  Washing- 
ton (see),  built  up  Mesa  shares,  but 
sold  for  loss  when  Richard  Rainwater 
(see)  cut  white  knight  deal  with  Pick- 
ens. Davis  got  into  oil  after  B.S.  NYU 


1947.  Grabbed  cheap  Rocky  Moun- 
tain oil  leases,  nicknamed  Mr.  Wild- 
catter. Sold  bulk  of  massive  oil  oper- 
ations to  Hiram  Walker  1981,  some 
to  Apache  Oil.  Still  drilling  in 
Argentina,  China,  south  Russia;  esti- 
mates $1  billion  reserves  from  huge 
domestic  strike  last  year.  Also  deal- 
maker:  bought  Twentieth  Century 
Fox  with  fugitive  Marc  Rich  1981, 
broke  company  up,  bought  Rich's 


half  for  $116  million;  sold  pieces  for 
big  profits,  including  Fox  to  Rupert 
Murdoch  for  $575  million.  Real 
estate  operator:  bought,  sold  Pebble 
Beach  resort,  Beverly  Hills  Hotel, 
Aspen  Ski  Co.  Made  money  on  runs 
for  Northwest,  United  airlines  1989. 
Lost  money  on  Spectradyne,  pay-per- 
view  provider.  Called  "tire  kicker," 
walks  away  from  many  deals:  passed 
on  Lorimar  Pictures,  MGM/UA 
Communications,  Los  Angeles  Herald, 
others.  Son  John  movie  producer; 
some  winners  (The  Firm,  Courage 
Under  Fire),  one  colossal  bomb 
(Waterworld).  Member  since  1982. 

Lee  Marshall  Bass 

$2.2  billion 

Oil,  investments.  Fort  Worth.  40 
Married 

Sid  Richardson  Bass 

$1.9  billion 

Oil,  investments.  Fort  Worth.  53 
Divorced,  remarried  (to  socialite 
Mercedes  Kellogg);  2  children 
Two  of  four  sons  of  Perry 
Richardson  Bass  (see),  who  built  on 
oil  holdings  inherited  from  oil 
tycoon  uncle  Sid  Richardson  (d. 
1951).  In  1968  gave  reins  to  eldest 
son,  Sid,  newly  minted  Stanford 
M.B.A.  With  brother  Lee  and 
Stanford  classmate  Richard  Rain- 
water (see),  started  doing  deals 
1970.  Marathon  Oil  ($160  million 
estimated  profit),  Texaco  ($450  mil- 
lion); acquired  big  Disney  stake 
(with  father,  shares  recently  $1.8  bil- 
lion). Brothers  Robert  and  Edward 
(see)  split  off  1980s.  With  father, 
Perry,  have  taken  sizable  positions  in 
public  companies  (e.g.,  Beckman 
Instruments,  Medical  Care  America, 
John  Wiley  &  Sons).  Lee  graduated 
Yale,  Wharton  M.B.A.  Red-faced 
Yale  returned  Lee's  $20  million  gift 
intended  for  politically  incorrect 
Western  Civilization  curriculum 
development  last  year.  Lee  has  more 
Disney  shares  than  post-divorce  Sid, 
whose  ex,  Anne  (see),  now  worth 
$400  million.  Bass  brothers  invest- 
ing together  to  renovate  Fort 
Worth's  historic  downtown.  Outside 
Las  Vegas,  Sid  and  Lee  plan  humon- 
gous  residential  community  and  casi- 
no-resort. Reported  cost,  shared 
with  others:  $3  billion  to  $4  billion. 
Members  since  1982. 
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THE  UNABRIDGED  VERSION 
OF  THE  SPORT  UTILITY  VEHICLE. 


Traditionally,  trie 
quintessential 
collection  of 
plumes  lias  inclu  Jed  Tl  loreau,  Keats, 
jnd  Jane  Austen.  Today,  it  wou  ldh  ave 
lude  tke  Yukon  by  GMC,  a 
enicle  whose  interior  volume  is  an  unedited,  unabridged  181 
funic  feet.  With  triple-sealed  doors  and  extensive  sound 
asulation,  the  Yuk  on  would  make  even  the  most  meticulous 
ihrarian  feel  perfectly  at  home.  Or  if  you  prefer,  an  available 


compact  disc  sound  system  can 
transform  this  den  *a  > 

of  tranquility  into  a  thunderous 
orchestra  hall.  The  Yukon  SLT's 
front  seats  are  another  indulgence, 
with  leather  seating  areas,  fold- 
down  armrests  and  power  lumbar  controls. 
So  look  up  the  Yukon  under  www.gmc.com 

or  call  1-800-GMC-8782.  It  truly 

redefines  tke  sport  utility  vehicle. 


USA 

■QC 
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Leonard  Alan  Lauder 

$2.1  billion 

Estee  Lauder  Co.  New  York  City.  63 
Married,  2  sons 

Ronald  Steven  Lauder 

$2.1  billion 

Estee  Lauder  Co.  New  York  City.  52 
Married,  2  daughters 

Sons  of  cosmetics  doyenne  Estee 
Lauder.  Family  ended  50  years  of  pri- 
vate ownership  November  by  taking 
cosmetics  giant  public.  Generated 
centimillions  to  repay  family  mem- 
bers'' debts  to  company.  Ownership 
previously  transferred  from  Estee 
(now  in  late  80s)  to  sons.  IPO  bril- 
liantly constructed  to  outmaneuver 
IRS,  doubling  brothers'  net  worths. 
Estee  born  Josephine  Esther  Mentzer 
to  Czech-Hungarian  immigrants  in 
Queens.  Peddled  skin  creams  for 
uncle,  attached  her  name  to  several 
brands.  Started  company  with  4 
products  1946;  pestered  department 
store  buyers  until  she  landed  orders. 
Discovered  own  strength  after  snub 
by  wealthy  beauty:  "I  could  have 


Ronald  and 
Estee  Lauder 
After  50  years 
of  private  owner- 
ship, the  first 
family  of 
cosmetics  went 
public  in 
November.  The 
windfall  neatly 
took  care  of 
family  debt— 
especially 
Ronald's— to  the 
company. 


Leonard  Lauder 
The  eldest  of 
Estee's  sons  still 
runs  the  company 
while  younger 
brother  Ronald 
roams  the  globe 
hunting  down 
investments. 


helped  her,  but  I  didn't.  I  gave  her 
nothing,  and  wherever  she  is,  I'm 
sure  her  skin  looks  dreadful."  Mar- 
ried Joseph  Lauder  (d.  1983)  after 
summer  resort  romance.  He:  admin- 
istrator, escort.  She:  social  butterfly, 
product  developer,  promoter.  Claims 


to  "see"  fragrances,  consumer  trends. 
Built  one  of  world's  largest  cosmetics 
companies:  Estee,  Clinique,  Aramis, 
Prescriptives,  Origins.  Leonard: 
CEO,  outspent  rivals  on  R&D,  now 
credited  with  much  of  company's 
growth.  Continuing  overseas  expan- 
sion: Russia,  Eastern  Europe,  India, 
China.  Overall  sales  nearing  $3  bil- 
lion. Wife,  Evelyn,  a  senior  executive. 
Son  William  running  Origins,  waiting 
in  wings.  Ronald:  Republican,  left 
company  1983  to  become  deputy 
assistant  defense  secretary  (NATO), 
ambassador  to  Austria.  Unsuccessful 
run  for  mayor  NYC  1989,  spent  esti- 
mated $350  per  vote;  successfully 
sponsored  term  limit  referendum 
1993.  Investing  in  TV,  telecommuni- 
cations ventures  in  Eastern,  Central 
Europe.  Renowned  art  collector, 
patron.  Members  since  1982. 

Robert  Edward  (Ted)  Turner 

$2.1  billion 

Turner  Broadcasting  System.  Roswell,  Ga.  57 
Twice  divorced,  remarried;  5  children 
After  lengthy  thumb-twiddling  by 
FTC,  Turner  Broadcasting/Time 
Warner  combo  poised  to  become 
world's  largest  media  conglomerate, 
Ted  biggest  Time  Warner  stockhold- 
er. Attended  Brown  U.;  kicked  out 
for  girl  in  fraternity  room,  earned 
degree  years  later.  Worked  for 
father's  ailing  billboard  business. 
Bought  struggling  Atlanta  TV  sta- 
tion 1970;  turned  into  cable  super- 
station  TBS  1976.  Launched  first 
24-hour  all-news  network  CNN 
1980.  Unfazed  by  Rupert  Mur- 
doch's new  all-news  network  chal- 
lenge: "I'm  looking  forward  to 
squishing  Rupert  like  a  bug."  TBS 
empire  now  includes  TNT,  Castle 
Rock  Entertainment,  MGM  film 
library,  Turner  Pictures  and  New 
Line  Cinema.  Also  owns  Atlanta 
(basketball)  Hawks  and  1995  World 
Series  champs  Atlanta  Braves.  Turner 
Foundation's  $150  million  endow- 
ment to  be  expanded  to  $500  mil- 
lion within  next  year:  Green  causes, 
please  apply.  Also  pledged  $75  mil- 
lion in  stock  1995  to  the  Citadel,  the 
McCallie  School  and  Brown.  Land 
rich,  too:  raises  12,000  bison  on  6 
ranches,  including  newly  acquired 
578,000-acre  Vermejo  Park  Ranch, 
N.M.  Married  to  Hollywood's  Jane 
Fonda.  Member  since  1982. 
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Ted  Turner 

As  Time  Warner's  biggest  shareholder, 
Turner  may  go  hunting  for  ways  to 
goose  the  media  giant's  languishing 
stock  price.  Will  he  set  his  sights  on 
TW  chairman  Jerry  Levin's  job? 


Michel  Fribourg  and  family 

$2.1  billion 

Continental  Grain  Co.  New  York  City.  83 
Widowed,  remarried;  5  children 
Fribourg  uppcd  his  net  worth  by 
nearly  $1  billion  this  year  after  spin- 
ning off  his  financial  services  compa- 
ny, ContiFinancial  Corp.  His  ances- 
tors: European  grain  traders  early 
1800s.  Family  founded  Continental 
Grain,  Chicago,  1921;  immigrated 
during  WWII.  Michel  intelligence 
agent  U.S.  Army.  Left  service  to  take 
over  business  one  year  after  father's 
death  1944.  For  almost  30  years 
took  lead  in  selling  grain  to  Soviet 
Union.  Diversified  into  other 
agribusinesses  (poultry,  animal  feed, 
hogs,  cattle).  Formed  partnership 
with  Tosco  Corp.  in  petroleum  trad- 


ing company  (Continental-Tosco 
Inc.);  since  dissolved.  Today  more 
than  $15  billion  revenues,  almost  all 
from  commodity  marketing  activi- 
ties. Also  stake  in  Overseas  Shiphold- 
ing  Group,  big  shipowner.  Son  Paul 
now  president,  COO;  brought  in 
smart  outsider  Michael  Zimmerman, 
ex-Salomon  Brothers,  to  help  diver- 
sify. Michel  now  chairman  emeritus, 
but  "He's  still  here  every  day." 
Member  since  1982. 

George  Lucas 

$2  billion 

Star  Wars,  special  effects.  San  Rafael,  Calif.  52 
Single,  1  child 

Raised  on  California  walnut  farm, 
earned  allowance  cutting  grass.  Indif- 
ferent high  school  student;  USC  film 
school.  Nearly  killed  in  1962  car 
crash.  Innovative  filmmaking  caught 
eye  of  director  Francis  Ford  Coppo- 
la; sponsored  Lucas  with  $777,777 
(for  luck)  to  turn  student  film  into 
futuristic  police  state  flick.  Box  office 
so-so,  but  second  movie,  American 


Graffiti,  grossed  $120  million.  Real- 
ized early  that  control  was  key:  when 
negotiating  next  film  gave  up  large 
salary  for  ownership  of  merchandise, 
sequels.  Smart  move:  Star  Wary  shat- 
tered box  office  records,  made  Lucas 
over  $50  million.  Next  up:  Indiana 
Jones.  Took  77%  of  the  profits  for 
$100-million-plus  gain.  Abandoned 
moviemaking,  poured  money  into 
digital  studio  Industrial  Light  8c 
Magic.  Produced  special  effects  for 
other  filmmakers  (E.T.:  The  Extra- 
Terrestrial,  Forrest  Gump,  Jurassic 
Park),  advertisers;  commercials  now 
25%  of  business.  Lives  on  4,700-acre 
Skywalker  Ranch.  "All  studios  are 
going  to  be  exactly  like  us."  First 
appeared  on  list  1982. 

Charles  de  Ganahl  Koch 

$2  billion 

Koch  Industries,  oil  services.  Wichita.  60 
Married,  2  children 

David  Hamilton  Koch 

$2  billion 

Koch  Industries,  oil  services.  NYC.  56 
Single 

Brothers.  Two  sons  of  Fred  Koch  (d. 
1967),  who  developed  thermal-crack- 
ing refining  process  to  extract  extra 
gas  from  crude  1928;  U.S.S.R.  early 
customer.  Founding  member  (1958) 
John  Birch  Society — reportedly  after 
seeing  Russian  friends  liquidated. 
Four  sons  inherited  $250  million 
(sales)  oil  marketer;  renamed  Koch 
Industries.  Charles:  "genius"  joined 
Koch  after  management  consulting 
gig.  Three  MIT  degrees.  Workaholic 
chairman.  Bought  refinery,  then 
chemicals,  pipelines,  ranches.  Now 
second-largest  (revenues)  family- 
owned  U.S.  business  after  Cargill; 
sales  over  $20  billion.  David  joined 
1970,  executive  VP;  1980  Libertari- 
an VP  candidate.  Broke  with  party 
1983 — it  was  "too  radical."  Helps 
fund  market-oriented  think  tank  Cato 
Institute.  Bought  Jackie  Kennedy 
Onassis'  Fifth  Avenue  apartment  for 
$9.5  million.  With  Charles  gives  mil- 
lions to  support  antitax  measures, 
tuition  vouchers  for  private  schools. 
Survived  USAir  crash  1991  (34 
killed):  "I  thought  calmly,  'I  have  had 
a  lot  of  interesting  experiences  in  my 
life,  and  now  I  am  about  to  have  the 
experience  of  death.'"  Pair  drawn 
into  bitter  fight  1980  when  brothers 
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Fred  and  William  (David's  twin) 
waged  palace  coup  for  control  of 
Koch  Industries.  Dissident  brothers 
(see)  took  $1  billion  1983,  still  seek- 
ing more.  David:  "They  wanted  the 
cash  and  they  got  it.  But  we  got  the 
company."  Members  since  1982. 

Lester  Crown  and  family 

$2  billion 

Inheritance;  industrialist.  Wilmette,  III.  71 
Married,  7  children 

Son  of  Henry  Crown  (d.  1990), 
renowned  Chicago  financier  who  cre- 
ated Material  Service  Corp.,  building 
supply  firm,  with  2  brothers  and 
father  1919.  Weathered  fierce  com- 
petition during  Depression,  gained 
dominant  market  share  afterward. 
Career  trademark:  bold  negotiations 
based  on  in-depth  industry  knowl- 


edge. Post-WWII  acquired  large 
stakes  in  real  estate,  stocks.  Merged 
with  General  Dynamics  1959;  sold 
stock  after  dispute  with  CD  manage- 
ment. Waited  for  CD  stock  to  drop, 
bought,  booted  management  1960s; 
turned  company  around.  Family  still 
holds  nearly  7  million  shares.  Lester: 
Harvard  M.B.A.,  Northwestern  U. 
trustee.  Conservative  family  man. 
Bought  cousins  out  1990;  still 
believed  to  control  most  of  family 
fortune,  much  in  trusts.  Member 
since  1982. 

Donald  Leroy  Bren 

$2  billion 

Real  estate.  Newport  Beach,  Calif.  64 
Twice  divorced;  4  children 
Bought  outstanding  shares  in  Irvine 
Co.  June;  now  owns  100%.  Specula- 


tion: Bren  "unnerved"  by  stock 
dumping  from  outside  investors. 
Days  later  pledged  2 1 ,000  acres  for 
nature  preserve;  eco  establishment 
(including  Bruce  Babbitt)  attended 
ceremony.  Eldest  son  of  late  Holly- 
wood producer  Milton  Bren;  stepson 
actress  Claire  Trevor.  U.  of  Washing- 
ton on  ski  scholarship;  failed  Olympic 
bid  1956.  After  Marines,  built  first 
house  on  $10,000  loan  1958  (later 
sold  to  actress  Jane  Wyman).  Started 
new  home-building  company;  sold 
1970  to  International  Paper  for  $34 
million;  bought  back  2  years  later  for 
reported  $22  million.  With  Al  Taub- 
man,  Max  Fisher,  Herb  Allen  (see  all) 
bought  Irvine  Ranch,  large  tracts  of 
land  originally  bought  1864  by  James 
Irvine,  2  partners.  Group  paid  $337 
million  1977,  Bren  bought  out  most 


George  Lucas 
"Everybody  said 
everything  I've 
ever  done  was  a 
hopelessly  ex- 
perimental exer- 
cise that  would 
have  no  commer- 
cial value." 
Wrong.  Today  he's 
Hollywood's  top 
choice  for  special 
effects. 
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The  GT  Global  Theme  Funds.  Six  globally-orchestrated  mutual  funds,  each  based  on  an  economic  theme  that 
transcends  national  and  regional  boundaries.  It's  an  innovative  approach  to  investing  that's  producing  impres- 
sive results.  If  this  world-class  performance  sounds  interesting  to  you,  talk  to  your  financial  adviser  about  how 
GT  Global  Theme  Funds  might  fit  into  your  portfolio  composition.  Or  call  us  today  for  more  information. 


AV      ER      AGE  A 
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u 
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GT  Global  Theme  Funds 

CLASS  / 
INCEPTION  DATE 

1  YEAR 

LIFE  OF  FUND 

GT  Global  Consumer  Products  and  Services  Fund 

A  shares 

12/30/94 

49.16% 

39.34% 

B  shares 

12/30/94 

50.72% 

41.01% 

GT  Global  Health  Care  Fund 

A  shares 

8/7/89 

31.16% 

13.75% 

B  shares 

4/1/93 

31.99% 

18.78% 

GT  Global  Natural  Resources  Fund 

A  shares 

5/31/94 

28.99% 

13.57% 

B  shares 

5/31/94 

29.73% 

14.41% 

GT  Global  Financial  Services  Fund 

A  shares 

5/31/94 

15.37% 

6.43% 

B  shares 

5/31/94 

15.58% 

7.11% 

GT  Global  Telecommunications  Fund 

A  shares 

1/27/92 

13.88% 

13.41% 

B  shares 

4/1/93 

13.88% 

14.99% 

GT  Global  Infrastructure  Fund 

A  shares 

5/31/94 

12.76% 

9.95% 

B  shares 

5/31/94 

12.74% 

10.71% 

1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
Its  Your  World.  Invest  In  It.3" 

GT  Global  Health  Care  Fund  A  shares  five  year  average  annual  return  as  of  6/30/96  is  10.52%.  Returns  for  A  and  B  shares  are  as  of  6/30/96  and 
include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  Past  performance  does  not  guarantee 
future  results.  Investment  return  and  principal  will  fluctuate,  so  shares  may  be  worth  more  or  less  than  their  original  price.  Before  investing,  read  the 
prospectus  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  market  investing,  includ- 
ing political  and  currency  risk,  and  the  risk  of  investing  in  similar  industries.  Distributor:  GT  Global,  Inc.,  50  California  St.  San  Francisco,  CA  94111  mfio 


London      Frankfurt      Hong  Kong      Tokyo      Singapore      Sydney      San  Francisco  Toronto 


partners  1983  for  $518  million. 
Minority  owners  Joan  Irvine  Smith 
(see),  mother  Athalie  Clarke  sued; 
eventually  awarded  $250  million. 
Irvine  Co.  now  covers  90  square 
miles  Orange  County.  Owns  office, 
industrial,  retail  space;  hotels;  two 
18-hole  golf  courses.  Took  public 
REIT  with  apartment  properties 
1993;  Irvine  retained  61%.  Member 
since  1982. 


Martha  R.  Ingram  and  family 

$2  billion 

Inheritance,  distribution.  Nashville.  61 
Widowed;  3  sons,  1  daughter 
Splitting  distribution  and  shipping 
juggernaut  created  by  late  husband 
Bronson  into  3  companies:  $8.6  bil- 
lion (sales)  Ingram  Micro,  top  com- 
puter distributor,  going  public;  video- 
cassette  distributor,  Ingram 
Entertainment,  being  run  by  son 
David,  33.  Sons  John,  35,  and  Orrin, 
36,  copresidents  rest  of  Ingram 
Industries,  Martha  chairman .  Bron- 
son Ingram  (d.  1995)  inherited 
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Martha  Ingram 

As  chairman  of  shipping 

and  distribution  giant  Ingram 

Industries,  Martha  is  perhaps 

the  least  celebrated  woman  of  her 

stature  in  corporate  America. 


father's  business  1963:  oil  refining, 
marketing,-  barges.  With  brother 
Fritz,  brought  in  textbook  supplier 
1964,  started  distribution.  Brothers 
built  company  into  $1  billion  power- 
house, split  up  firm  after  Fritz  con- 
victed of  bribery  1978:  Bronson  took 
barges  and  books,  Fritz  served  16 
months,  held  on  to  oil  operations, 
sustained  big  losses.  Bronson  built  his 
part  into  world's  biggest  book  dis- 
tributor, added  videotapes;  later 
added  computers,  software.  Martha 
no  stranger  to  business:  board 
member  at  Baxter  International, 
Weyerhaeuser,  First  American  Corp. 
Was  first  woman  on  board  of 
Nashville  Chamber  of  Commerce 
1975.  Born  Charleston,  S.C.  As 
Vassar  student,  met  Princeton  grad 
Bronson  on  blind  date  in  New  York 
City.  Elected  chairman  Ingram 
Industries  after  Bronson's  death. 
Member  since  1995. 


James  Goodnight 

$2  billion 
(see  page  154) 

John  Sail 

$1  billion 
(see  page  154) 

Ray  Lee  Hunt  and  family 

$2  billion 

Inheritance,  oil,  real  estate.  Dallas.  53 
Married,  5  children 

Runs  fortune  for  "second  family"  of 
legendary  Texas  oilman  H.L.  Hunt. 
Bigamist  H.L.  legally  married  Ruth 
Ray  and  adopted  her  kids  in  1957 
after  death  of  first  wife  in  1955  (wives 
long  kept  secret  from  each  other). 
Ray's  mom:  Ruth  Ray  Hunt.  Dallas. 
79.  Widowed;  4  children.  Sister: 
Ruth  Jane.  Dallas.  51.  Single.  Profes- 
sional Christian  speaker-singer.  Sister: 
Swanee.  Vienna,  Austria.  44. 
Divorced,  remarried.  U.S.  ambas- 
sador; active  Bosnia  peace  process. 
Supports  social  causes  for  mentally  ill, 
poor.  Family  inherited  Hunt  Oil  Co., 
etc.  1974,  small  part  of  H.L. 's  em- 


pire. Split  from  first  family,  but  on 
civil  terms.  Ray:  turned  company 
around,  expanded,  while  first  family, 
led  by  Bunker  Hunt,  sank  into  bank- 
ruptcy as  result  of  silver  debacle,  oil 
bust.  "Because  of  the  way  he  spells 
his  last  name,  Ray's  had  to  earn  his 
respect  twice."  Conservative  money 
manager  but  aggressive  on  oil  plays, 
especially  in  politically  risky  areas:  hit 
big  time  with  northern  Yemen  strike 
1984;  lucrative  field  bombed  during 
recent  Yemeni  civil  war  but  produc- 
tion now  fully  restored.  Also  10%  of 
less  risky  Beatrice  North  Sea  oilfield. 
Dallas-Fort  Worth  real  estate,  oil 
refinery,  etc.  Active  in  politics,  civic 
affairs.  Member  since  1982. 


Laurence  Alan  Tisch 

$2  billion 

Loews  Corp.  Westchester  County,  N.Y.  73 
Married,  4  children 

Preston  Robert  Tisch 

$2  billion 

Loews  Corp.  NYC;  Harrison,  N.Y.  70 
Married,  3  children 

Close-knit  brothers  sold  CBS  to 
Westinghouse  Electric  Corp.  1995; 
concentrating  on  tobacco,  insurance. 
Back  in  1946  bought  Lakewood, 
N.J.  resort  with  father;  expanded  to 
12-hotel  chain  by  1955.  Gained  con- 
trol of  Loews  1960.  Loews'  assets 
now  include  hotels,  Lorillard  (tobac- 
co), CNA  Financial  (insurance), 
Bulova  (watches),  Diamond  Off- 
shore Drilling  (oil),  more.  1995  rev- 
enues: $18.7  billion.  Larry:  attended 
NYU,  Harvard  Law.  Strategic  plan- 
ner. Took  control  of  CBS  1986; 
accused  of  tarnishing  Tiffany  net- 
work. Son  James  S.,  43,  current 
Loews  president,  COO.  Robert:  U. 
of  Michigan  grad,  left  20-month 
Postmaster  General  stint  after  nego- 
tiating union  contract  that  eluded 
predecessors  for  12  years.  Owns  50% 
N.Y.  (football)  Giants.  Son  Jonathan 
M.,  42,  son-in-law  of  Saul  Steinberg 
(see),  Loews  Hotels  president.  Broth- 
ers Bob  and  Larry  known  for  infor- 
mal management  style:  first-name, 
free-flowing  communications.  Co- 
chairmen  and  co-CEOs  of  Loews, 
together  share  fortune  worth  over  $4 
billion.  Many  charitable  foundations 
with  combined  $400  million  assets: 
each  family  member  has  one.  Mem- 
bers since  1982. 
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P6AC6,  PR0SP6RITV, 
AND  PROGRESS: 
OVR  ACHIEVEMENT 
AND  OV/R  MISSION 


Taiwan,  just  a  speck  on  the  world  map  and  home  to  the  Republic  of 
■        China,  has  only  scarce  natural  resources  and  a  very  dense  population. 
R        However,  the  people  on  this  island,  diligent  and  persistent,  have  carved 
m        out  a  brave  new  world  on  the  eve  of  the  twenty-first  century. 

Today,  the  Republic  of  China  is  the  world's  20th-largest  economy, 
14th-largest  trading  nation  and  second-largest  repository  of  foreign- 
HHn  exchange  reserves.  The  people  of  the  country  enjoy  social  pluralism, 
BWB  universal  education,  religious  freedom  and  enviable  affluence.  What  is 
even  more  laudable  is  that  in  a  recent  process  known  as  a  "quiet  revolution" 
constitutional  reform  has  been  accomplished  gradually  and  peacefully.  In  March 
1996,  the  people  elected  their  President  and  Vice  President  by  direct  popular  vote 
for  the  first  time  in  Chinese  history,  formally  ushering  in  a  new  democratic  era  of 
"popular  sovereignty." 

Peace,  Prosperity  and  Progress  are  what  all  mankind  aspires  after.  The 
Republic  of  China  has  realized  these  ideals  during  the  last  decade  of  the  20th 
century.  Now  we  are  ready  to  share  our  practical  experiences  of  peaceful 
political  reform,  prosperous  economic  development  and  progressive  social 
pluralization  with  other  developing  nations  and  their  peoples. 

We  are  willing  and  able  to  extend  our  political,  economic  and  social  achieve- 
ments and  play  the  role  of  a  constructive  participant,  cooperative  partner  and 
willing  contributor  in  the  global  village  which  is  our  world.  In  the  past,  the  ROC 
people  benefited  from  assistance  from  other  countries.  Today,  out  of  gratitude 
we  extend  a  helping  hand  to  Central  and  South  America,  the  Middle  East,  Africa, 
and  even  the  Chinese  mainland,  so  that  all  peoples  may  jointly  work  for  the  ben- 
efit and  prosperity  of  the  entire  global  village.  Peace,  Prosperity  and  Progress  are 
best  embodied  in  our  brilliant  achievements  of  today;  they  also  represent  our  glo- 
rious mission  for  tomorrow. 


Lee  Teng-hui 
President 
Republic  of  China 


I  WAN 

LIGHT     ON  SUCCESS 


When  Taiwan  appears 
in  the  headlines  these 
days,  many  people  still 
think  of  inexpensive 
and  flimsy  household  electronics 
products.  For  decades,  this  island 
off  the  southern  coast  of  mainland 
China  was  also  known  as  an  isolated 
political  entity. 


engineering  that  is  transforming  the 
congested  capital  of  Taipei  into  an  Asia- 
Pacific  center  for  regional  operations. 
You'll  marvel  at  extraordinarily  successful 
companies  such  as  Acer,  the  world's 
seventh-largest  producer  of  personal 
computers. 

Venture  farther  into  the  countryside 
and  you'll  discover  pristine  lakes,  tower- 
ing mountains  and  sandy  beaches  along- 
side a  shimmering  sea. 

This  is  the  Taiwan  of  the  1990s:  an 


But  these  images  are  now  a  thing  of 
the  past  A  dramatic  political,  economic 
and  social  transformation  has  occurred, 
catapulting  the  Republic  of  China  on 
Taiwan  into  an  economic  powerhouse  and 
influential  international  player. 

Visit  Taiwan  and  you'll  see  one  of  the 
most  vibrant  semiconductor  industries  in 
the  world.  You'll  encounter  world-class 


island  the  size  of  Lake  Michigan  —  home 
to  the  Republic  of  China's  government  and 
a  population  of  more  than  21  million  that 
is  confident,  hardworking,  outward-looking 
and  eager  to  gain  respect  overseas.  The 
year  1996  was  a  watershed  in  the  Republic 
of  China's  democratic  evolution:  For  the 
first  time  ever,  direct  presidential  elections 
were  held  and  were,  according  to  outside 
observers,  remarkable  for  the  peaceful  and 
orderly  way  in  which  they  were  conducted. 
Locals  describe  the  elections  as  a  true 
"quiet  revolution." 


TAIWAN 


WHERE  ASIAN  INDUSTRY  IS 

OPENED 


When  it  comes  to  the  basic  industries 
of  Asia.  Taiwan  is  opening  a  world 
of  opportunities. 

With  a  global  nexus  of  manufactur- 
ing partners,  and  world-class  design- 
ers and  engineers.  Taiwan  has  led 
Asia  in  its  miraculous  development. 
Take  the  packaging  industry,  for 
example.  Taiwan  is  one  of  the 
leading  exporters  of  complete 
turn-key  systems  to  countries  across 
the  developing  world. 

But  the  best  part  is.  for  all  this 
cutting  edge  technology  and  quality, 
you  still  get  great  pricing. 
It's  called  VALUE.  And  it's  what 
every  buyer  looks  for.  At  the 
Taipei  World  Trade  Center,  you  can 
see  the  dynamos  of  Taiwan  under  one 
roof,  especially  at  world-class  Taipei 
Trade  Shows.  And  at  T^  TC's 
International  Trade  Mart,  you  can 
see  300,000  product  samples  from 
manufacturing  networks  spread  from 
Japan  to  Java. 

So  get  opened  to  the  world. 
Get  to  TWTC. 


Taipei  World  Trade  Center 


China  Eiternal  Trade  Development  Council 

ZZ  5  r&nyi  Sc.  Sec  5.  Taipei.  Tainan,  R.0  C 

Tet886-2-725-7m.Fac88&-2-725-T3M 


Branch  offices  in  U.S.A. 

Tel:1-212-730-4466.1-415-788-43Q4 

1-312-803-8888.1-305-477-9696 
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The  elections  resulted  in  another  term  for 
President  Lee  Teng-hui  and  his  Kuomintang 
(KMT)  government,  whose  able  leadership  has 
made  this  once  obscure  island  state  an  economic 
dynamo  with  one  of  the  largest  foreign  reserves 
in  the  world,  per  capita  GNP  of  US$13,000 
and  an  enviable  annual  GDP  growth  of  more 
than  6% . 

"The  world  used  to  regard  the  Chinese 
as  incapable  of  practicing  democracy.  This 
direct  presidential  election  on  Taiwan  has 
proved  this  view  very  wrong,"  Lee  said  earlier 
this  year. 

In  the  international  arena,  Taiwan  is  taking 
steps  to  enter  the  World  Trade  Organization 
and,  in  the  long  term,  possibly  the  United 
Nations.  A  common  aspiration  of  the  Taiwan 
people,  says  Lee,  is  to  "let  their  voice  be  heard 
by  the  international  community." 

Adds  chief  Government  spokesman  Chi  Su: 
"We  want  to  continue  to  build  substantial  diplo- 


H1CHLV  PRAISED 
ASIAKI  IKIVeSTMGKII 
D  GSTIK1ATIOKI 

Despite  a  recent  chill  in  relations  between 
Taipei  and  Beijing,  investment  sentiment  for 
Taiwan  has  shown  remarkably  few  signs  of  cool 
ing.  According  to  figures  for  the  January-July 
period,  Government-approved  foreign  invest- 
ment hit  US$1.1  billion,  much  of  it  in  the  semi 
conductor  industry.  This  figure  registered  a 
slight  decrease  from  the  same  period  in  1995, 
but  this  was  due  mainly  to  the  slowing  global 
economy,  especially  in  Europe  and  the  U.S. 
Exports  are  expected  to  increase  by  a  robust 
13%  this  year,  due  mainly  to  electronics. 

A  number  of  moves  —  reducing  tariffs, 
extending  generous  tax  incentives  to  firms 
establishing  regional  headquarters  on  the  island 
and  lifting  visa  restrictions  —  has  led  many 
overseas  rating  agencies  to  give  high  marks  to 
Taiwan  as  an  investment  destination.  Taiwan 
was  ranked  11th  in  the  1995  World  Competitive- 
ness Report  by  the  International  Institute  for 


matic  relations  with  countries,  and  we  hope  to 
participate  in  more  international  activities.  We 
are  totally  shut  off.  You  can't  deny  that  our  21 
million  people  need  representation." 

As  a  trading  giant,  Taiwan  has  seen  its 
exports  to  all  of  its  top  10  overseas  markets, 
including  the  U.S.,  increase  by  double-digit 
figures.  Much  of  the  export  growth  has  been 
fueled  by  electronics  and  fabrics  as  well 
as  by  telecommunications  equipment  and 
machinery. 


Development  Management  and  World 
Economic  Forum,  and  in  the  1995  Business  Risk 
Assessment  Report,  it  ranked  third  in  the  profit 
opportunity  recommendation  category. 

Government  spokesman  Su  says  the  fact  that 
Washington  sent  battleships  into  the  Taiwan 
Straits  when  the  mainland  initiated  menacing  wa 
games  was  a  demonstration  of  U.S.  support  for 
the  island  that  in  the  long  run  worked  to  boost 
confidence  at  home  and  abroad. 

"In  fact,  business  confidence  has  gone  up 
in  Taiwan,"  says  Su.  "Before,  the  U.S.  commit- 
ment to  Taiwan  was  ambiguous;  the  recent 
actions  showed  that  the  U.S.  commitment  is 
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Taiwan  Cement  Corp. 


WORLD-CLASS  PRODUCERS  OF  CEMENT 


One  of  the  companies  benefiting 
from  Taiwan's  infrastructure  boom  is 
Taiwan  Cement  Corp.  Formerly  a  public 
company,  this  50-year-old  industrial 
giant  boasts  a  diversified  portfolio  of 
products,  including  high-grade  cement, 
clinker,  ready-mixed  concrete,  paper 
products  and  paper  bags,  fine 
ceramics  powder  and  electronics 
component  parts. 

Last  year,  the  company  surpassed  its 
earnings  target  despite  a  downturn  in 
the  construction  industry  in  Taiwan: 
Pre-tax  profit  hit  NT$2.45  billion  on  rev- 
enue of  NTS17.18  billion.  1995  was  note- 
worthy for  Taiwan  Cement  for  another 
reason:  It  was  awarded  a  bid  for  a 
660-mw  independent  power  plant 
that  will  be  constructed  with  its  joint 
venture  partner,  China  Light  and 
Power  of  Hong  Kong. 


"In  due  course,  this  project  will 
ensure  the  company's  position  as  one 
of  Taiwan's  major  industrial  forces," 
says  Chen-fu  Koo,  chairman  of  Taiwan 
Cement.  Capacity  continues  to  be 
upgraded,  including  a  new  cement 
plant  in  Hoping.  Yearly  production  of 
cement  is  expected  to  increase  to 
5.65  million  metric  tons  of  cement  and 
2.2  million  cubic  meters  of  ready-mixed 
concrete.  At  the  same  time,  the  compa- 
ny expects  to  obtain  the  coveted  ISO 
9002  quality  status. 

Says  Koo:  "Taiwan  Cement  Corp. 
has  continued  to  expand,  by  adherence 
to  our  management  concept  of  'labor 
and  management  share  their  fortune 
and  work  together  in  a  spirit  of  honesty 
and  trust  in  the  pursuit  of  good  quality 
management,  a  chance  to  excel 
and  to  serve  the  community.'" 


16-5,  Teh wei  Street,  Taipei,  Taiwan,  Republic  of  China 
Tel:  (02)586  5101  Fax:  8862-586-2337  Board  Chairman:  C.F.  Koo 


i  -eal."  Aside  from  an  increased  sense 
)f  security,  Su  says  recent  moves  by 
he  government  away  from  heavy 

;  -egulation  of  the  economy  will 
urther  enhance  Taiwan's  investment 
dimate. 

0 1    There  are  still  problems,  however, 
hat  need  attention,  including 
;ongested  infrastructure,  worsening 

1  oollution  and  isolated  incidents  of 
!  llicit  business  dealings.  Su  says  steps 
tre  being  taken  to  address  these 
problems,  and  heavy  red  tape  and 
i  ayers  of  restrictions  will  become  a 
i  hing  of  the  past. 

"The  core  concepts  are  liberaliza- 
ion  and  internationalization,"  he 
>ays.  "We  realize  Government  should 

a  fiot  be  a  big  Government.  We  want  to 
>ee  streamlining,  more  efficiency  and 
>etter  mobilization  with  the  private 
.ector." 

- 1    Between  now  and  the  year  2000, 
ook  for  new  incentives  as  Taiwan 
ries  to  boost  its  competitiveness 

I  md  lure  more  multinational  firms  to 
he  island. 

CAIWAKI  AKJD  THE 
US.:  A  MAIVRG 
'ARTKieRSHIP 

Uong  with  improved  political  rela- 
ions,  evidenced  by  the  June  1995  visit 

0  the  U.S.  by  President  Lee,  the  com- 
nercial  relationship  between  the  two 
lations  has  also  fared  well  —  despite 

1  break  in  diplomatic  relations  dating 
|Jack  to  1979. 

i    Much  of  the  increase  in  U.S.  invest- 
jnent  in  Taiwan  has  been  in  the  semi- 
bonductor  manufacturing  sector.  Local 
Officials  say  U.S.  firms  are  finding 
Taiwan  companies  more  efficient  these 
lays  and  quick  to  meet  market 
demand.  Also  attracting  potential 
investors  is  better  integration  between 
Upstream  and  downstream  sectors  in 
i  he  high-tech  area. 

"We  are  a  good  partner  for 
I  J.S.  enterprises,"  says  Yan  Chou, 
director  general  of  the  Industrial 
'Development  and  Investment 
Center  (IDIC). 


According  to  IDIC's  figures, 
approved  U.S.  investment  in  Taiwan 
in  1995  totaled  more  than  US$1.2 
billion,  with  Taiwan  firms  investing 
about  US$248  million  in  the  U.S.  The 
IDIC  says  foreign  firms  now  register 
an  average  return  on  investment  of 
about  25% . 

Many  U.S.  firms,  tapping  into  the 
large  pool  of  talented  Chinese  living 
in  the  U.S.,  send  Chinese-Americans 
to  run  their  operations  in  Taiwan. 
"This  makes  U.S.  investment  to 
Taiwan  more  convenient,"  says  Chou. 
Additionally,  there  are  many  U.S.- 
trained  engineers  already  in  Taiwan, 
many  of  whom  have  vast  experience 
in  California's  Silicon  Valley. 

On  the  trade  front,  two-way  trade 
in  1995  exceeded  US$47  billion. 
Taiwan  is  now  the  seventh-largest 
trading  partner  of  the  U.S.  and  a 
major  market  for  U.S.  exports. 


IDIC:  LGADIKiq  THE 
IXIVEfCMEKIT  DRIVE 

A  major  part  of  the  effort  to  promote 
foreign  and  overseas  Chinese  invest- 
ment in  Taiwan  is  undertaken  by  the 
IDIC,  attached  to  the  Ministry  of 
Economic  Affairs. 

As  the  Taiwan  economy  has 
expanded  and  become  more  complex, 
the  center  has  had  to  juggle  numerous 
tasks,  from  studying  the  investment 
climate  in  overseas  markets  and  pub- 
lishing investment-related  publications 
to  helping  local  investors  negotiate 
with  foreign  parties. 

Because  a  vibrant  domestic  indus- 
trial sector  is  crucial  to  attracting 
foreign  investment,  the  IDIC  in  1989 
launched  the  Chinese  Productivity 
Center  to  help  local  manufacturing 
firms  acquire  the  latest  technology. 
Foreign  firms  interested  in  the  Taiwan 


Democracy  in  Taiwan 
Clears  the  Top  Hurdl 


The  Republic  of  China  Completes 
Its  Democratic  Transformation 

While  the  world  watched  closely,  voters  in  the  Taiwan,  Penghu,  Kinmen, 
Matsu  area  and  qualified  overseas  Chinese  demonstrated  extraordinary 
composure  last  March  in  directly  electing  their  president  for  the  first  time. 
This  debunked  the  myth  that  democracy  cannot  take  root  in  a  Chinese 
society. 

With  the  election  behind  them,  the  21  million  people  of  the  Republic  of 
China  are  poised  to  contribute  even  more  to  peace  and  prosperity  on  the 
global  stage.  They  know  their  efforts  have  not  gone  unnoticed,  and  that 
your  support  made  a  difference. 

The  Republic  of  China  vaulted  into  the  ranks  of  full-fledged  democracies. 
The  drama  of  that  moment  demonstrated  that  a  democratic  Taiwan  remains 
vital  to  assuring  regional  and  world  stability. 


TODAY'S  TAIWAN,  REPUBLIC  OF  CHINA 
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market  should  visit  IDIC's  library,  where  a 
wide  range  of  publications  on  local  investment 
rules  and  regulations  is  available. 

Chou  of  IDIC  says  Taiwan  firms  are  ventur- 
ing farther  in  their  overseas  Investment, 
becoming  the  largest  foreign  investors  in  such 
places  as  Vietnam,  and  major  investors  in 
Central  American  countries. 

With  the  high  level  of  outward  investment 
from  Taiwan  —  especially  in  mainland  China, 
where  Taiwanese  investors  have  sunk  almost 
US$790  million  in  the  first  seven  months  of 
1996  —  it  makes  sense  for  foreign  firms  look- 
ing to  gain  a  foothold  in  the  Asian  region  to 
search  for  partners  in  Taiwan. 

"They  can  easily  gain  access  to  other  coun- 
tries, "  says  Chou.  "We  are  sort  of  a  gateway  to 
Southeast  Asia:  There  are  no  other  people  who 
know  mainland  China  as  well  as  we  do.  We 
know  how  to  deal  with  them  and  we  can 
assess  the  risk  well." 
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their  functions  are  polished  to  match 
simplicity  with  the  good  old-fashioned  "time 
Is  money"  concept.  Its  operator,  the  China 
External  Trade  Development  Center 
(CETRA),  has  followed  this  theme  with  a 
passion.  Here  visitors  can  view  a  trade  show, 
sign  bulk  orders  and  shipping  instructions, 
attend  a  conference,  research  Taiwan's  trad- 
ing scene,  book  forward  flights  and  visas  and 
hash  out  details  with  foreign  government 
representatives  —  and,  after  all  that,  walk 
just  a  few  steps  to  the  facility's  hotel,  the 
Grand  Hyatt  Taipei. 

Says  Tom  Lin  of  the  TWTC:  "Our  complex, 
is  designed  to  save  buyers  time,  patience,  and 
money,  by  letting  them  —  in  just  a  few  hours 
—  interface  with  the  best  possible  choices, 
wrap  up  business  and  get  back  on  the  plane." 

Each  year,  within  the  walls  of  this  contem- 
porary marketplace,  more  than  20  world-class 
trade  shows,  ranging  from  computers  and  elec- 
tronics to  office  equipment  and  bicycles,  are 
held  almost  back-to-back  in  one  of  the  most 
state-of-the-art  exhibition  facilities  in  Asia. 


TWTC:  OKIE-STOP 
ACCESS  TO  ASIA 

Grasping  all  that  Taiwan's  booming  manu- 
facturing sector  offers  would  be  quite  a  feat 
during  one  visit  to  the  island.  But  thanks 
to  visionary  planning,  the  Taipei  World 
Trade  Center  (TWTC)  has  been  established 
as  a  comprehensive  one-stop  shop  for 
visiting  traders. 

Buyers  often  say  TWTC  structures  and 


Few  other  facilities  can  boast  a  better 
computer  show  than  the  TWTC.  Attracting 
nearly  50,000  people,  the  annual  Computex  ie 
easily  Asia's  largest  computer  trade  show  and 
is  the  third-largest  in  the  world.  Says  Lin, 
"The  shows  cover  every  facet  of  industry  and 
strongly  reflect  Taiwan's  overall  economy." 

On  rare  occasions  when  shows  are  not 
held,  visitors  can  still  view  the  fruits  of 
Taiwan's  manufacturers  on  the  five  floors 
above  the  TWTC  exhibition  hall,  where  per- 
manent displays  showcase  more  than  100, 00C 
products.  Visitors  are  pleasantly  surprised  at 
the  weighty  list  of  Taiwan  accomplishments 


You've  got  tohave 
YOUR  finger 
in  THIS  pie! 

The  Asia-Pacific  region  is  expected  to  become  the  center  of  global  economic 
activities,  how  can  your  company  be  left  out? 
Join  us  by  setting  up  shop  in  Taiwan,  you  can  take  our  ride  going  south,  west,  north  and  everywhere  in  Asia! 


Taiwan,  the  Asia-Pacific  Regional  Operations  Center! 


You  may  have  known  that  we  had  our  first  and  peaceful  Presidential  election  in  March, 

but  you  probably  do  not  know  that 

TAIWAN  ^ 

enjoys  an  average  Return  on  Investment  of  more  than  25%  I  has  a  business  force  that  has  built  solid  network  with 
has  a  forecast  GNP  approaching  US$  500  billion  by  the  overseas  Chinese  in  Southeast  Asian  countries  by  setting  up 

year  2000  more  than  4000  business  locations  in  Thailand,  Malaysia, 

possesses  a  huge  pool  of  bi-cultural  human  resources  Indonesia,  the  Philippines  and  Singapore 

that  have  been  educated  in  your  country  and  are  available  to  I  is  the  second  largest  source  of  foreign  investment  in 
bridge  any  cultural  gap  for  you  Mainland  China,  with  a  recorded  investment  amount  of  more 

than  US$  31  billion  from  1991  to  March  1996 

Your  first  stop  in  Taiwan 

Industrial  Development  and  Investment  Center  of  the  Ministry  of  Economic  Affairs 

19F,  #4,  Chung-Hsiao  W.  Rd.,  Sec.  1 ,  Taipei,  Taiwan     Tel:  886-2-389-21 1 1 ;  Fax:  886-2-382-0497/8 


in  original  design  manufacturing.  Also  avail- 
able for  viewing  is  a  comprehensive  collection 
of  trade  information  collected  by  CETRA. 

Over  in  the  Taipei  International 
Convention  Center,  there  is  capacity  for  more 
than  10,000  convention  delegates  and  some  of 
the  most  advanced  meeting  facilities  in  Asia. 

"TWTC's  role  is  expanding  as  Taiwan 
factories  grow  throughout  Asia,"  says  Lin. 
"The  complex  is  increasingly  bringing  these 
connections  into  play  and  functioning  as  an 
Asian  products  sourcing  center." 

CETRA's  future  expansion  plans  include 
an  even  grander  design:  a  new,  60,000-square- 
meter  trade  exhibition  facility  in  the  subur- 
ban Nanking  District  to  complement  the 
existing  facility. 

SIPA:  HICH-IGCH 
MIRACLE  IK1  PROCESS 

At  the  Hsinchu  Science-Based  Industrial  Park 
on  the  outskirts  of  Taipei,  land  is  being 
cleared  for  more  factories  to  accommodate 
the  staggering  growth  in  Taiwan's  high-tech 
industry. 

Farther  south,  near  Kaohsiung,  workers 
are  constructing  the  island's  second  science 
park,  which  will  take  the  booming  high- 
tech sector  into  new  areas  like  agricultural 
biotechnology,  micro-machinery  and  IC. 
Demand  for  space  is  so  high  in  the  new 
1,750-acre  development  that  planners  will 
consider  allowing  tenants  to  start  building 
their  own  factories  before  the  infrastructure 
is  completed. 

The  expansion  is  part  of  a  government- 
and  private-sector-backed  effort  to  turn 
Taiwan  into  an  island  of  intelligent  industrial 
parks.  Having  run  Asia's  most  successful 
science  park,  Hsinchu,  the  developers  will 
apply  their  considerable  experience  to 
subsequent  park  developments.  One  big 
change  in  the  new  facilities  is  that  companies 
will  be  allotted  large  parcels  of  land  for  future 
expansion. 

The  Science-Based  Industrial  Park  in 
Hsinchu,  the  first  to  be  developed  for  high- 
tech industry,  has  since  its  inception  in  1980 
absorbed  more  than  US$500  million  in  govern- 
ment support.  It  has  also  attracted  some  of 
the  top  names  in  high  technology,  including 
Acer  Computer,  United  Microelectronics 


Corp.,  Taiwan  Semiconductor  Manufacturinj 
Texas  Instruments-Acer  Inc.  and  UMAX  Dar, 
Systems  Inc. 

One  of  the  best  examples  of  innovation 
at  the  park  is  Startek,  a  small  start-up  in 
Hsinchu,  which  is  taking  on  the  world  leadei 
in  the  security  industry  with  such  products  a1 
its  FingerCheck  verifying  system.  Startek  is 
among  the  more  than  180  companies  in  the 
park  with  an  aggregate  investment  of  more 
than  US$5  billion  and  combined  annual  sale: 
of  more  than  US$11  billion. 

"Last  year  was  a  phenomenal  year  in 
Hsinchu.  Combined  sales  rose  by  65%,"  says 
Dr.  Steve  Hsieh,  former  director  general  of 
the  Science  Park  Administration,  now  vice 
chairman  of  the  National  Science  Council. 
"And  we  don't  see  any  slowdown  at  all." 

What  attracts  such  discriminating  firms  tc 
Hsinchu?  Aside  from  state-of-the-art  infra- 
structure, a  host  of  incentives,  R&D  grants 
and  close  proximity  to  air  and  sea  ports, 
the  park  has  been  designed  to  offer  its  more 
than  46,000  workers  among  the  best  living 
and  working  environments  in  Taiwan. 
Hsieh  describes  the  park  as  "a  self-sufficient 
community." 

Thanks  to  innovative  recruitment  efforts 
in  the  U.S.,  more  than  1,000  U.S. -trained 
engineers  have  been  lured  back  to  Taiwan  to 
work  at  Hsinchu.  It's  one  of  the  reasons  wh}| 
the  park  alone  accounts  for  one-third  of  all 
domestic  patents  in  Taiwan. 

Companies  in  the  park  —  one-fifth  of 
which  are  foreign  —  specialize  in  many  areai 
ranging  from  integrated  circuits  and  comput- 
ers and  peripherals  to  optoelectronics  and 
telecommunications.  Multinational  companie 
are  frequently  knocking  on  the  doors  of  park 
tenants  to  establish  joint  ventures.  "Our 
companies  are  known  to  be  fast  and  very 
responsible  and  flexible,"  says  Hsieh. 

The  possibility  of  future  power  and  water 
shortages  in  Taiwan  has  some  people  worriei 
but  Hsieh  says  new  sources  are  constantly 
being  added  to  supply  the  park,  as  is  more 
land  for  new  factories. 

Hsieh  says  the  government's  commitment 
to  science  parks  will  not  wane  as  there  is 
a  keen  desire  to  see  Taiwan  develop  into 
a  center  for  high-tech  and  research  and 
development.  "Science  and  technology,"  he 
says,  "are  government  priorities." 


jo 


It  starts 


with  a  crinkling 

at  the  corners  of  your  eyes, 

when  you  learn  of  the  incentives 

offered  to  high-tech  companies  setting 

up  shop  in  Taiwan.  It  works  its  way  down  to  the 

corners  of  your  mouth  when  you  find  out  about  our 

superb  infrastructure,  and  about  the  full  range  of  upstream 

and  downstream  service  and  supply  companies  close  at  hand. 

It  grows  wider  when  you  look  into  the  choice  of  locations  that  we  offer — one 

a  long-established  model  of  success,  the  other  poised  to  build  on  that  experience 

in  a  fresh  new  environment  with  virtually  unlimited  potential.  It  becomes  ear-to-ear  when 

you  think  of  the  base  you  will  have  as  the  Asia-Pacific  region  plays  an  increasingly 

important  role  in  the  world  economy.  Look  into  Taiwan's  science-based  industrial 

parks  today.    Find  out  why  so  many  who  have  invested  here  are  all  smiles. 


2,Hsin  Ann  Rd  Hsmchu.  Taiwan.  R  0  C 
Investment  Services  Division 
Tel  886-3  5773311  Fax  886-3-5776222 
'»y      Home  Page  http  //www  sipa  gov  tw 
E-mail  d0022@sipa  gov  tw 
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James  Goodnight 

$2  billion 

Software.  Cary,  N.C.  53 

Married,  3  children 

John  Sail 

$1  billion 

Software.  Cary,  N.C.  48 
Married,  4  children 

Partners.  Jim:  Son  of  hardware  store  owner,  exposed  to  machine  program- 
ming course  N.C.  State.  Took  to  it  immediately.  "One  night  the  light  bulb 
went  on,  and  I  said,  'Oh,  now  I  understand  everything  that's  going  on.'" 
Spent  year  with  GE  working  on  ground  control  system  for  Apollo  space  pro- 
gram. Programmed  for  university  through  college,  teamed  with  faculty, 
developed  SAS  (Statistical  Analysis  System),  software  for  data-warehousing, 
mining  and  analysis.  By  1971  had  program  in  place  using  punch-card  com- 
puter. SAS  Institute  now  largest  private  software  company  in  U.S.:  $600 
million  from  15,000  customers.  Massive  program:  6  million  lines  of  code. 
Company  has  campus-like  atmosphere:  hundreds  of  acres,  full-time  doctors, 
day-care  center.  Cofounder  John:  no  longer  much  involvement  in  SAS.  Part- 
ners share  company  worth  over  $3  billion. 


Mary  Alice  (Dorrance)  Malone 

$1.9  billion 

Campbell  Soup.  Coatesville,  Pa.  46 
%  Married;  2  children,  2  stepchildren 

Bennett  Dorrance 

$1.8  billion 

Campbell  Soup.  Paradise  Valley,  Ariz.  49 
Married,  2  children 

Son  and  daughter  of  John  Dorrance 
Jr.  Grandfather,  Dr.  John  T.  Dor- 
rance, chemist  who  turned  down 
professorships  to  work  at  uncle's 
Campbell  Preserve  Co.;  invented 
process  for  making  condensed  soup. 
Bought  uncle  out  1914.  Known  for 
extravagant  parties  in  Roaring  Twen- 
ties. In  Switzerland  on  vacation 
1929,  took  broker's  advice  to  sell 
stocks;  made  it  through  Crash 
unscathed.  Health  deteriorated 
thanks  to  heavy  drinking,  d.  1930. 
Son  Jack  (John  T.  Jr.)  inherited 
$20,000-per-month  allowance, 
drinking  problem.  Jack  accomplished 
hunter,  fisherman;  chairman  1962, 
but  no  day-to-day  responsibilities. 
Kids  John  T.  Ill,  Bennett  and  Mary 
Alice  moved  to  Switzerland  with 
mother  Mary  Alice  Bennett  after 
1963  divorce.  After  Jack's  death  in 
1989,  kids  united  to  defeat  the 
family  members  who  wanted  to  sell 
Campbell  stock;  assured  family  con- 
trol of  company  (see  Hamilton  et 
al.).  Eldest  brother  John  T.  Ill,  52, 
gave  up  U.S.  citizenship  for  Irish 
1994  to  protest  high  U.S.  taxes. 
Members  since  1989. 

David  Geffen 

$1.9  billion 

Entertainment.  Malibu,  Calif.  53 
Single 

Has  long  claimed  great  wealth,  now  is 
Hollywood's  richest  guy.  As  child, 
learned  negotiating  skills  watching 
mother  run  family's  Brooklyn-based 
corset  and  brassiere  business.  Quit 
college,  became  CBS  usher,  then 
receptionist  at  television  production 
company;  fired  for  being  too  aggres- 
sive. Hustled  his  way  into  fabled 
William  Morris  mailroom  after  forg- 
ing university  stationery.  Managed 
music  acts,  including  Laura  Nyro, 
who  gave  him  50%  of  her  publishing 
company;  sold  to  CBS;  millionaire  at 
age  26.  Founded  Asylum  Records 
1970,  home  to  such  acts  as  the 
Eagles,  Linda  Ronstadt,  Joni  Mtchell. 


154 


Forbes  400  ■  October  14,  1996 


Sold  1972  to  Warner  Communica- 
tions for  $7  million:  "The  biggest 
number  I  could  think  of."  Retired 
briefly  after  being  misdiagnosed  with 
cancer;  returned  1980.  Started  Geffen 
Records:  Guns  N'  Roses,  Peter 
Gabriel,  Counting  Crows.  Also 
movies  (Interview  with  the  Vampire, 
Beetlejuice,  Risky  Business),  Broadway 
(Cats,  M.  Butterfly).  "The  world  is 
presenting  itself  to  people  who  have 
cash."  Has  plenty  of  it:  sold  Geffen 


label  to  MCA  1990  for  stock;  netted 
$710  million  when  MCA  sold  to 
Matsushita.  Frequent  investor  with 
Richard  Rainwater.  Formed  new 
entertainment  vehicle  DreamWorks 
SKG  1995  with  Steven  Spielberg  and 
Jeffrey  Katzenberg  (see  both);  so  far 
little  to  show  for  co-investor  Paul 
Allen's  near  $500  million  cash  infu- 
sion. Past  flings  with  Cher,  Mario 
Thomas,  now  active  in  AIDS  causes. 
Member  since  1988. 


William  Wrigley  and  family 

$1.9  billion 

Chewing  gum.  Chicago;  Lake  Geneva,  Wis.  63 
Twice  divorced,  remarried;  3  children 
Chewing  gum  giant  Wrigley  expand- 
ed global  empire:  new  plants  in 
Europe,  Asia;  $25  million  Russian 
affiliate  in  the  works.  Founded  by 
William  Wrigley  Jr.,  salesman  who 
came  to  Chicago  1891  to  run  father's 
soap  business.  Offered  baking 
powder  as  incentive  to  buy  soap;  big 
hit.  Threw  in  chewing  gum  as  premi- 
um for  baking  powder  purchase; 
bigger  hit.  Introduced  Wrigley's 
Spearmint  Gum  1893;  by  1910 
America's  favorite.  Aggressive  adver- 
tiser: gum  mailed  to  every  American 
in  phone  book  1915.  Succeeded  by 
son  Philip  Wrigley;  now  run  by 
grandson  William.  Today  Wrigley's 
gum  sold  in  over  120  countries; 
world's  largest  producer.  Products 
include  Doublemint,  Juicy  Fruit, 
Freedent.  Winterfresh  star  performer 
in  U.S.  market  since  1994  debut. 
Former  owner  of  Chicago  (baseball) 
Cubs.  Member  since  1986. 


John  Richard  Simplot  and  family 

$1.9  billion 

Potatoes,  microchips.  Boise,  Idaho.  87 
Divorced,  remarried;  4  children,  1  deceased 
Simplot's  32  million  shares  Micron 
Technology  took  huge  hit  last  year. 
Simplot  recently  sold  7.6  million 
Micron  shares  to  Canadian  Imperial 
Bank  of  Commerce.  Quit  school, 
left  home  eighth  grade.  Sorted  pota- 
toes, raised  hogs,  saved  up  for  first 
potato  field.  Became  a  millionaire  by 
age  30.  Company  scientist  devel- 
oped freezing  process  1950s.  Sim- 
plot assured  fortune  when  he  con- 
vinced McDonald's  to  go  with  his 
frozen  french  fries.  "Mr.  Spud"  now 
produces  nearly  2  billion  pounds 
annually,  including  50%  of  McDon- 
ald's fries.  Legal  troubles:  IRS  fine 
1977  for  failing  to  report  $1.3  mil- 
lion income,  then  caught  manipulat- 
ing Maine  potato  futures  prices; 
banned  from  trading  for  5  years 
1978.  Also  owns  cattle  (fed  with 
potato  peels),  large  fertilizer  busi- 
ness, meat  processing  plant,  cheese 
factories,  big  stake  Box  Energy, 
more.  "I  love  America.  We've  got 
the  only  system  that  works — it  keeps 
everyone  hustling."  First  appeared 
on  list  1982. 
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Stanley  Stub  Hubbard 

$1.8  billion 

Broadcasting.  St.  Mary's  Point,  Minn.  63 
Married,  5  children 

Champion  of  satellite  television  final- 
ly got  reward  when  United  States 
Satellite  Broadcasting  went  public 
February:  his  USSB  stock  alone 
worth  over  $1.3  billion.  Son  of  Stan- 
ley Eugene  Hubbard  (d.  1992)  who 
founded  nation's  first  (unsuccessful) 
commercial  airline;  built  one  of  first 
radio  stations,  WAMD  ("Where  All 
Minneapolis  Dances"),  1923;  added 
TV  1948.  Stanley  took  charge  after 
father's  1981  stroke.  Hubbard 
Broadcasting  now  8  TV  stations,  2 
radio  stations;  production  co.  Early 
interest  in  satellite  TV:  leased  or 
owned  3  transponders;  also  controls 
Conus  Communications,  satellite 
news  gathering  service  with  100-plus 
member  stations;  developed  satellite- 
borne  program  syndicator  USTV. 
"The  days  of  3  people  in  New  York 
planning  the  program  fare  for  Amer- 
ica are  gone."  Fortune  held  in  trusts. 
First  appeared  on  list  1984. 


Gordon  Peter  Getty 

$1.7  billion 

Inheritance.  San  Francisco.  62 
Married,  4  sons 

Son  of  legendary  oilman  Jean  Paul 
Getty  Joined  Getty  Oil,  rebelled 
against  corporate  culture;  showed 
more  interest  in  music  than  oil. 
Attended  San  Francisco's  Conserva- 
tory of  Music  1960s.  Became  trustee 
Sarah  C.  Getty  Trust  (named  for  late 
grandmother),  which  held  40%  of 
Getty  Oil.  Touched  off  Texaco - 
Pennzoil  lawsuit  by  1984  sale  of 
Getty  Oil  to  Texaco.  Criticized  as 
businessman,  but  sold  business  at 
height  of  oil  prices,  doubled  family 
fortune  to  $3  billion,  tripled  income. 
Family  suit  against  him  setded  1988, 
with  dissolution  into  separate  trusts 
run  by  and  for  family  members  (see 
other  Gettys).  Still  active  as  composer, 
conductor;  Russian  National  Orches- 
tra performed  his  opera,  Plump  Jack. 
Also  writes  poetry;  has  interests  in 
economics,  genetics,  anthropology. 
Oversees  family  trust  currendy  valued 
at  $1.4  billion.  Member  since  1982. 


Stanley  Hubbard 

Taking  his  satellite  TV  company 
public  made  him  a  paper  billionaire 
overnight.  But  satellite  dish  sales 
are  slowing,  and  The  Forbes  Four 
Hundred  is  a  slippery  peak. 


Theodore  W.  Waitt 

$1.7  billion 

Gateway  2000.  North  Sioux  City,  S.D.  33 
Married,  2  children 

After  decade  of  direct  marketing, 
Gateway  begins  selling  $3,500-plus 
TV-PC  combo  in  retail  stores.  Father 
Norm  Sr.  talked  young  Ted  out  of 
joining  family  catde  business.  Ted,  U. 
of  Iowa  dropout  one  semester  short 
of  degree,  started  computer  mail- 
order business  in  Iowa  farmhouse 
with  $10,000  bank  loan  secured  by 
grandmother's  CD  1985.  Brother 
Norman  (see)  joined  with  $5,000 
investment  1986  to  cofound  Gateway 
2000.  Blind  eye  to  Silicon  Valley  and 
retail  market:  direct-market  PC  seller 
and  manufacturer  based  in  South 
Dakota.  First  year  revenue:  $100,000. 
Staggering  growth  due  to  low  costs, 
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of  both,  the  Province  of 
\everly  Hills  is  an  oasis  from  the 
rdinary.  /\  respite  from  the 
immonplacc.  With  hotels  that 
\ter  to  your  every  whim. 

Vv^here  you  can  linger  in 
•>phisticated  shops  that  offer 
azzling  finery.  Dine  in  elegant 
■staurants  on  cuisine  worthy  of 
yyalty.  Awaken  to  golden  morning 
inlight  that  tumbles  into  your 
jom  like  the  laughter  of  children. 

Thats  the  Province  of 
everly  Hills.   The  ideal  place 
)  jog  at  midnight.  Swim  at  dawn, 
idulge  yourself  day  and  night  in  a 
\fe  haven  centrally  located  to  all 
(Southern  California. 

To  le  am  about  the  collection 
(fine  hotels,  shops  and  restaurants 
Beverly  Hills,  please  call 

8oo-345-221o.  Or  visit  us  at 

tR://  www.ct.bever  ly-hilh  cans 


/Another  perfect  day  in  Beverly  Hilh. 


Province  of  B  ever  (v  Hill 


s. 


Premiere  Ln  Monte  Carlo. 


B  power  to  present.  In  color,  in  stereo,  with  sharp  text  and  with  video.  This  is  the  Monte  Carlo 
ebook  from  Fujitsu.  It  is  a  multimedia  notebook  with  a  six-speed  CD-ROM  and  full  16-bit 
reo  sound  with  Sound  Blaster'- compatible  audio.  The  Monte  Carlo  notebook  delivers  the 

full  power  of  a  desktop  in  a  fraction  of  the  size.  Operating  with 

up  to  a  133MHz  Intel  Pentium'"1  processor  and  16MB  expandable  EDO  RAM  that  is  built  on 
32-bit  PCI  bus  architecture,  the  Monte  Carlo  notebook  produces  processing  speeds  guaranteed  to 
impress.  It  features  a  large  12.1"  SVGA  active-matrix  color  display 
and  MPEG  1  support.  At  every  point,  Fujitsu  has  maximized  multimedia 
performance  by  using  premium  components.  The  reason  is  simple. 
With  operations  in  more  than  100  countries,  Fujitsu  is  a  global  leader  in  a 
wide  range  of  information  technologies,  including  PCs,  enterprise 
systems,  communications,  software  and  services.  Fujitsu  has  earned  this 


position,  and  $36  billion  in  annual  revenue,  by  focusing  closely  on 
the  user  and  exceeding  expectations.  Each  Fujitsu  notebook  is  supported 
by  this  philosophy — in  the  use  of  quality  components,  in  precision  manufacturing,  and  in  design 
that  maximizes  mobile  comfort.  Its  standards  of  service  and  support  are  equally  far-reaching. 
I  Monte  Carlo  notebook  is  backed  by  a  three-year  limited  warranty,  including 
j  hour,  7-day,  toll-free  technical  assistance.  Ultimately,  on  whichever  stage  your 
iness  chooses,  the  Monte  Carlo  notebook  delivers  a  premiere  performance. 


133MHZ,  120MHZ  OR  100MHZ  INTEL  PENTIUM  PROCESSOR 
8MB  OR  16MB  EXPANDABLE  EDO  RAM 
UP  TO  12.1"  SVGA  ACTIVE-MATRIX  COLOR  DISPLAY 
1GB  OR  810MB  HARD  DRIVE 

IRDA-COMPLIANT  PORT  FOR  WIRELESS  DATA  TRANSFER 
TWO  TYPE  II  OR  ONE  TYPE  III  PCMCIA  SLOT 


1 1-888-4-ON-THE-GOext.2003 

it  us  at  www.fujitsu-pc.com  or  call  QuikFacts  fax  on  demand:  1-800-936-5209 


FUUTSU 

J  PC  Corporation 


low  prices.  Sales  now  $3.7  billion. 
Ted:  "Business  is  simple.  It  is  not 
easy,  but  it  is  simple.'"  IPO  1993. 
Expanded  into  Western  Europe;  for- 
eign business  now  1 3%  of  sales.  Com- 
puters shipped  in  Holstein-spotted 
boxes  inspired  by  family  business. 
Once  appeared  in  company  ad  as 
ponytailed  janitor.  Norm  left  1991 
amidst  tensions  with  Ted;  has  since 
reduced  45%  stake  to  10%.  Member 
since  1994. 


Harry  Brakmann  Helmsley 

Estimated  over  $1.7  billion 
Real  estate.  New  York  City.  87 
Divorced,  remarried 

Difficult  times.  Landmark  buildings, 


David  Geffen 

DreamWorks  SKG  investors  are 
expecting  big  things  from  Geffen 
and  partners  Steven  Spielberg 
and  Jeffrey  Katzenberg,  but  when 
will  the  trio  deliver? 


including  Empire  State,  creak  under 
bad  management;  longtime  Helmsley 
partners  sue  wife,  Leona,  for  $40  mil- 
lion fraud;  hospitalized  for  pneumo- 
nia 1995;  reports  (denied)  of 
Alzheimer's  disease:  "Incapable  of 
coherent  conversation."  Started  in 
real  estate  firm  mail  room  1930s;  col- 
lected rents.  Brokered  buildings;  rein- 
vested commissions  for  $  1 ,000  down 
payment  first  building  1936.  Bought 


unassuming  buildings  matching 
unpretentious  manner.  First  wife 
Quaker;  he  converted  1940.  Brilliant 
financial  mind;  pioneered  real  estate 
syndication  with  late  Lawrence  Wien. 
Moved  up  to  prime  NYC  buildings 
1950s;  Empire  State  Building  1961 
(since  sold).  "Money's  the  great 
motivator."  Today  Helmsley  partner- 
ships own  100  million  sq.  ft.  com- 
mercial space,  over  100,000  apart- 
ments, 5,000  hotel  rooms.  Mostly 
overseen  by  second  wife,  Leona,  76, 
onetime  Chesterfield  Girl  described 
as  having  "a  stevedore's  mouth  and 
the  compassion  of  a  cluster  bomb." 
Did  18  months  hard  time  for  tax  eva- 
sion through  1993,  plus  $8  million 
fines,  restitution;  finished  sentence  in 
$54-a-night  hotel  room.  Fined  $1.1 
million  for  the  alleged  wrongful  ter- 
mination of  an  employee;  performed 
only  1  of  required  750  hours  of  com- 
munity service  for  tax  crimes — 
employees  fulfilled  commitment.  Tax 
cheat  may  have  been  defrauded  her- 
self: personal  pilot  indicted  on 
charges  of  stealing  $884,000.  Helms- 
ley estate  rumored  to  go  to  Quakers. 
Member  since  1982. 

Joan  Beverly  Kroc 

$1.7  billion 

Inheritance.  Rancho  Santa  Fe,  Calif.  68 
Divorced,  widowed;  1  child 
Third  wife  of  Ray  Kroc  (d.  1984), 
Chicago  milk-shake-machine  sales- 
man who  built  McDonald's  Corp. 
into  world's  largest  fast-food  service 
company.  Joan  first  married  at  age 
17.  Worked  as  professional  musician. 
Met  Ray  in  St.  Paul,  Minn.  1956:  she 
was  performing  in  restaurant,  he  was 
lining  up  McDonald's  franchises. 
Married  13  years  later.  Former  big 
political  donor;  no  longer:  "I've 
decided  I  won't  give  another  nickel 
to  either  party."  Gives  millions 
instead  to  children's  causes.  Donated 
$60  million  to  Ronald  McDonald 
Houses  1993,  followed  by  $50  mil- 
lion to  Ronald  McDonald  Children's 
Charities  in  memory  of  her  late  hus- 
band 1995.  Also  more  than  $18  mil- 
lion to  San  Diego  Hospice,  $3.5  mil- 
lion to  San  Diego  Zoo.  "I'm  in  the 
prime  of  my  golden  years  and  loving 
it."  Avid  reader,  animal  lover.  Sold 
144-foot  yacht  Impromptu,  February 
1996;  bought  36-foot  motor  home 
instead.  Travels  U.S.  with  4  grand- 
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PIIF 

n\  i.pp. 


i  HI 


When  others  took  off  at  6 

You  worked  til  10 
When  others  were  buying  posters 
You  bought  limited  editions 
When  others  were  renting 

You  closed  on  your  2nd  home 
Now  j^^gir' 
Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 


RESTIGE     HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 

sr  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

http://www.the-fund.com 


Fireman's 
Fund 


Gordon  Getty 
The  composer  and 
poet  dabbles  in 
sociobiology, 
anthropology  and 
economics.  He 
also  oversees  his 
family's  $1.4  bil- 
lion trust,  and 
gives  generously 
to  charity.  Here, 
the  happy  face  of 
wealth  at  a  "Red 
Hot,  Red  Tie" 
charity  gala. 


daughters  and  Labrador  retriever. 
Member  since  1984. 


Micky  Arisen  and  family 

$1.7  billion 

Carnival  Cruise  Lines.  Bal  Harbor,  Fla.  47 
Married,  2  children 

Son  of  Carnival  founder  Ted  Arison, 
who  left  earlier  cruise  line  he  found- 
ed (now  Norwegian  Cruise  Line) 
after  dispute  with  partners.  Founded 
Carnival  1972  with  1  mortgaged 
ship.  Micky  spent  high  school  sum- 
mers on  dad's  ships.  Ted  worried 
about  nepotism,  but  another 
Carnival  executive  secured  Micky 
sales  job.  Still  only  3  ships  when 
named  president  1979.  By  1990 
sales  climbed  to  $1  billion.  Carnival 
cruises  known  as  floating  Magic 
Kingdoms  for  adults:  gambling, 
affordable  ticket  prices,  pegged  to 
middle-class  wallets  and  tastes. 
Micky  today  commands  22  ships  as 
Carnival  CEO.  Also  hotels,  resorts. 
Ted,  now  Israeli  citizen,  72,  retired, 
transferred  majority  voting  control 
to  son.  Micky  managing  director  of 
Arison  family-owned  Miami  (basket- 


ball) Heat;  separately  owns  Carnival 
Air  Lines,  formed  to  serve  their 
Bahamas  resort.  Deal  to  merge  into 
old  Pan  American  Air  shell  collapsed 
in  July.  Member  since  1995. 

Stephen  Davison  Bechtel  Jr. 

$1.6  billion 

Engineering,  construction.  San  Francisco.  71 
Married,  5  children 

Riley  P.  Bechtel  and  family 

$1.6  billion 

Engineering,  construction.  San  Francisco.  44 
Married,  3  children 

Father  and  son.  One  of  largest  U.S. 
construction  firms.  Patriarch  Warren 
Bechtel,  Stephen  Jr.'s  grandfather, 
headed  west  from  Oklahoma  working 
on  railroads;  supervised  stone-quarry- 
ing operation,  then  bought  own 
steam  shovel,  founded  Bechtel 
Group.  Company  built  Alaska 
pipeline,  Hocwer  dam,  San  Francisco 
rapid  transit  (BART).  Stephen  Jr. 
took  over  global  firm  1960,  made  big 
push  into  building  nuclear  facilities:  in 
on  40%  of  nuclear  power  plants  built 
in  U.S.  Continued  international  heavy 


construction.  Company  diversified 
into  real  estate,  operates  small  power 
plants.  Bechtel  execs  in  Reagan's  Cab- 
inet: George  Shultz,  Forbes  Chairman 
Caspar  Weinberger.  Several  major 
projects  in  Arab  countries  1970s. 
Windfall  1991:  won  post-Gulf  war 
cleanup  of  Kuwait;  profits  jumped 
34%.  Remodeled  U.S.  Embassy  in 
Moscow,  helping  manage  $2 1  billion 
construction  of  Hong  Kong  airport; 
currently  building  330-mile  natural 
gas  pipeline  Thailand.  1995  revenues 
up  8%,  to  $8.5  billion.  Riley  current 
CEO.  Members  since  1982. 


Peter  M.  Nicholas 

$1.6  billion 

Medical  devices.  Boston.  55 
Married,  3  children 

John  E.  Abele 

$1.5  billion 

Medical  devices.  Boston  area.  59 
Married,  3  children 

Their  Boston  Scientific  on  acquisition 
spree:  9  companies  in  18  months. 
Sales  now  over  $1  billion,  8,500 
products  offered.  Nicholas:  Wharton 
grad,  worked  at  Eli  Lilly.  Abele  sold 
medical  devices.  Met  at  soccer  game, 
cofounded  BS  in  1979.  Abele:  "He 
[Nicholas]  is  more  interested  in  the 
deal  and  the  structure.  I'm  more 
interested  in  the  vision,  if  you  will — 
what  could  happen,  what  might 
become."  First  product:  catheters. 
Now  developing  devices  used  for  less 
invasive  procedures,  reducing  costs, 
trauma  for  patients.  Abele  helped 
establish  Association  for  the 
Advancement  of  Medical  Instrumen- 
tation 1965.  Wife  a  descendant  of 
American  saint  Elizabeth  Ann  Seton. 
Nicholas  married  to  Ruth  Virginia 
Lilly,  great-great-granddaughter  of 
pharmaceutical  mogul  Eli  Lilly  (see 
family).  Recently  donated  $20  mil- 
lion to  the  School  of  the  Environ- 
ment at  Duke  University.  Members 
since  1994. 


James  R.  Cargill 

$1.5  billion 

Cargill,  Inc.  Minneapolis.  72 
Married,  3  children 

Margaret  Cargill 

$1.5  billion 

Cargill,  Inc.  La  Jolla,  Calif.  76 
Single 
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he  fleet  is  one  of  the  youngest 
n  the  sky.  The  mechanics  train 
onger  than  some  doctors.  It's 
lice  to  see  an  airline  take  such 
iood  care  of  itself. 


0  Lufthansa 


It's  even  nicer  to  see  them  take 
uch  good  care  of  you. 


crue  or  redeem  miles  in  either  Lufthansa  Miles  &  More0  or  United  Mileage  Plus®  when  you  fly  on  Lufthansa  flights  or  flights  operated  by 
r  global  partner,  United  Airlines. 


THE  FORBES  FBUR  HUNDRED 


Harry  and  Leona  Helmsley 

With  her  hard  time  served,  fines  paid  and  community  service  fulfilled, 
Leona  smiles  again  as  she  wheels  her  invalid  husband  around. 


Siblings,  descendants  of  William  W. 
Cargill,  Long  Island-born  immi- 
grant's son,  moved  West  1865, 
traded  grain,  quickly  surpassed  com- 
petition. Son-in-law  John  MacMillan 
Sr.  took  over  after  Cargill's  death 
1909.  Company  became  world's 
largest  grain  trader:  Cargill's  world 
market  share  25%.  Also  agricultural 


commodities,  financial  services,  man- 
ufacturing, more.  Privately  held,  but 
released  earnings  for  first  time:  $902 
million  for  1995,  up  $231  million 
comparable  year  before.  James:  with 
Cargill  since  1947,  retired  as  senior 
vice  president  1990,  director  1963- 
95.  Owns  Dinnaken  Properties, 
builds  housing  for  University  of  Min- 


Joan  Kroc  (right)  and  friends 

Through  with  giving  money  to  politics,  Kroc  pledged  $50  million 
to  the  Ronald  McDonald  Children's  Charities  last  October. 


nesota.  Expert  trout  fisherman,  owns 
three  J.B.  Hudson  jewelry  stores  in 
Minneapolis.  Sister  Margaret:  never 
married,  reclusive.  Whitney  MacMil- 
lan (see)  chairman  1977-95.  Control 
via  voting  stock  believed  evenly  split 
among  3  Cargill  family  branches. 
Members  since  1982. 

James  LeVoy  Sorenson 

$1.4  billion 

Medical  devices.  Salt  Lake  City.  75 
Married,  8  children,  44  grandchildren 
Devout  Mormon:  "That's  what  makes 
Utah  so  successful."  Raised  California. 
Quit  medical  school  1942  for  mis- 
sionary work;  then  Maritime  Service. 
Doctor  persuaded  him  to  try  pharma- 
ceutical sales.  Joined  Upjohn,  moved 
to  Salt  Lake  City.  On  side,  sold 
houses;  bought,  developed  real  estate; 
staked  uranium  claims,  sold  to  penny- 
stock  promoters.  Tried  medical 
devices;  sold  out  1960.  Bought  lin- 
gerie company.  Customers  include 
nuns:  "There  are  people  out  there  far 
beyond  Utah  who  are  interested  in 
the  elegance  of  modesty."  Back  to 
medical  devices.  Abbott  Labs  offer 
1980.  Bluffing:  "Well,  I'm  building  a 
$100  million  company  here."  Abbott 
bit,  his  $100  million  stock  recently 
$1.1  billion:  "I've  never  been  public. 
That's  why  Fm  as  rich  as  I  am."  Helps 
kids,  sons-in-law  expand  businesses  he 
started.  Current  favorite:  SorensonVi- 
sion  (formerly  I.C.  Imaging),  face-to- 
face  video  communication  over  phone 
lines.  Empire  still  growing:  "Who  the 
hell  knows  what  they're  worth  these 
days  with  so  much  going  on." 
Member  since  1983. 

David  Rockefeller  Sr.  and  family 

$1.4  billion 

Inheritance.  New  York  City.  81 
Widowed,  6  children 

Grandson  of  John  D.  Rockefeller; 
youngest  of  5  brothers  (see  Rocke- 
feller family,  Laurance,  Winthrop) . 
Ph.D.  economics.  Became  interna- 
tional statesman,  banker,  philan- 
thropist. Founded  the  Council  of  the 
Americas;  helped  establish  the  Trilat- 
eral Commission,  latest  favorite  target 
of  conspiracy  buffs.  Led  Chase  into 
global  expansion;  aided  the  Thais  in 
setting  up  National  Institute  for 
Development  Administration;  active 
in  mobilizing  business  behind  Nafta. 
Turned  over  Rockefeller  Financial 
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Fain  Jones  is  a  chemical  engineer, 


mother  of  two,  nature  lover  and 


part  of  a  team  that  pioneered  a 


revolutionary  regeneration  process 


called  Petretec™  It  takes  used 
polyester  plastic,  unzips  the  mole- 
cules and  allows  it  to  be  reused, 
good  as  new.  An  everyday  jar 
can  become  a  videotape,  then  a 
seat  belt,  then  a  designer  shirt. 
"Evergreen  polyester,"  Pam  says, 
"th|^<ffecontinues  on  and  on." 


turn  this  jar  into  a  designer  shirt. 


Visit  us  at  www.dupont.com 


S<  t vices  ro  son  David  1992.  Still  has 
small  piece  of  Rockefeller  Center 
ough  Goldman  Sachs  group  that 
bought  it.  While  not  the  end  of  the 
saga,  sale  of  this  family  landmark  is 
perhaps  the  end  of  an  age.  Member 
since  1982. 

Harry  Wayne  Huizenga 

$1.4  billion 

Entrepreneur,  investments. 
Fort  Lauderdale,  Fla.  58 
Married,  4  children 

On  buying  binge:  19  companies  in 
12  months,  including  pending  $3.4 
billion  acquisition  of  security-alarm 
giant  ADT.  Back  in  1962  bought 
single  used  garbage  truck;  with  part- 
ner built  small  trash-hauling  opera- 
tion into  waste  management  behe- 
moth WMX.  Resigned  1984.  Took 
over  19-store  video-rental  chain 
Blockbuster  1987;  built  into  industry 
leader.  Sold  to  Viacom  for  $8.4  bil- 
lion 1994.  Back  to  garbage:  bought 
Republic  Waste  1995  for  $27  million; 
diversified  into  home  security,  pre- 
owned  cars;  now  Republic  Industries. 
Recently  launched  Extended  Stay 


America:  economy  hotel  chain  offer- 
ing rooms  at  $40/night.  Occasion- 
al failure:  had  Blockbuster  buy  into 
Discovery  Zone,  chain  of  children's 
indoor  play  centers  1994;  Discovery 
Zone  filed  for  Chapter  1 1  March. 
Plans  for  massive  "Wayne's  World" 
Fort  Lauderdale  theme  park  col- 
lapsed. Owner  Miami  (football) 
Dolphins, -Florida's  (baseball)  Mar- 
lins, (hockey)  Panthers.  May  be 
worth  well  over  $1.4  billion. 
Member  since  1991. 

Kenneth  Troutt 

$1.4  billion 
(see  page  1 70) 

Maurice  Raymond  Greenberg 

$1.4  billion 

American  International  Group. 
New  York  City.  71 
Married,  4  children 

"Hank"  chairman  of  global  insurance 
empire  AIG.  Resigned  from  Federal 
Reserve  Bank  of  New  York  1995. 
Raised  on  New  York  dairy  farm.  Army 
Ranger  WWII:  stormed  Normandy 
beach.  College,  New  York  Law  on 


G.I.  bill.  Learned  insurance  business 
with  Continental  Casualty  Corp. 
Joined  Cornelius  Vander  Starr's  Amer- 
ican International  (now  AIG)  1960. 
Starr  founded  company  in  Shanghai 
("The  Paris  of  the  Orient")  1919, 
became  first  Westerner  to  sell  insur- 
ance to  the  Chinese.  Built  into  world- 
wide conglomerate.  Rose  quickly 
through  AIG  ranks,  succeeded  heirless 
Starr  1968.  Continued  aggressive 
expansion,  acquisitions.  Pilgrimages  to 
site  of  Starr's  original  Shanghai  office 
at  least  once  a  year.  Nicknamed  after 
Detroit  Tigers  hero  "Hammering 
Hank"  Greenberg.  Eldest  son,  Jeffrey, 
44,  once  heir  apparent,  left  AIG 
abruptly  1995  after  17  years.  Now  at 
Marsh  &  McLennan;  younger  son 
Evan,  41 ,  looking  to  pick  up  the  slack. 
AIG  now  proxy  for  worldwide  eco- 
nomic growth;  Greenberg  pushing 
hard  internationally,  returned  to  Chi- 
nese market  1992:  "AIG  was  the  first 
American  insurance  organization  to 
enter  the  newly  free  countries  of  East- 
ern Europe.  Change  is  in  the  wind, 
and  AIG  will  be  at  the  forefront  of  it." 
First  appeared  on  list  1983. 


Stephen  Bechtel  Jr. 

The  chairman  of  the  world's  largest  engineering  and  construction  company  is  also  an  occasional  substitute  teacher. 
Here  he  gives  pointers  to  students  at  Washington,  D.C.'s  Jefferson  Junior  High  School. 
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Project  Finance 


We  Don't 
Brake  For 
Naysayers. 

At  CS  First  Boston,  we  see  opportunity 
where  others  see  obstacles.  The  result: 
an  outstanding  record  of  global 
performance  in  all  areas  of  investment 
banking,  including  over  $7.4  billion 
in  project  finance  transactions  in 
the  last  18  months. 


|3j  CS  First  Boston 


Samuel  LeFrak 
At  78,  LeFrak 
still  thinks  on  a 
grand  scale.  At 
Newport,  N.J., 
across  the 
Hudson  from  Wall 
Street,  he  is 
building  a 
$1  billion 
planned 
community. 


Alfred  Lerner 

$1.4  billion 
Banking,  real  estate. 
Shaker  Heights,  Ohio.  63 
Married,  2  children 

Raised  in  3  rooms  behind  father's 
Queens,  N.Y.  candy  store;  Columbia 
grad  1955;  Marines.  Earned  $75  per 
week  selling  furniture.  "I  was  just 
happy  to  be  making  a  living."  Saved, 
bought  59-unit  Cleveland  apartment 
building  1965.  Founded  Realty 
Refund  Trust  1971.  By  1979  could 
buy  11,000  Maryland,  Pennsylvania 
apartment  units  with  Andre  Meyer 
(Lazard  Freres)  for  $176  million. 
Director  small  Cleveland  bank: 
"Whetted  my  appetite.  1  became  a  stu- 
dent of  the  banking  business."  Got 


control  Equitable  Bancorp  1981, 
promised  turnaround.  Invested  $75 
million  Progressive  Corp.  (high-risk 
insurance)  1988;  sold  1992,  big  profit 
split-adjusted.  Merged  Equitable  with 
Maryland  bank  1989;  spun  off 
MBNA  1991  as  rescue  tactic.  Now 
has  29  million  shares  MBNA  (largest 
U.S.  issuer  affinity  credit  cards),  other 
assets.  Recently  took  13,000  apart- 
ments public  via  Town  &  Country 
REIT.  Had  interest  in  Cleveland 
(football)  Browns;  played  key  role  in 
bringing  Browns  to  Baltimore;  long- 
time political  and  business  ties  in  Bal- 
timore. Now  says  trying  to  get  new 
team  in  Cleveland.  Gave  $25  million 
to  Columbia  U.,  $10  million  to 
Cleveland  Hospital  1993.  Wears  same 


Countess  Mara  ties  he  wore  in  1950s. 
"I'm  no  Joe  Tycoon."  First  appeared 
on  list  1988. 


Donald  Joyce  Hall 

$1.3  billion 

Hallmark  Cards.  Mission  Hills,  Kans.  68 
Married,  3  children 

Barbara  Hall  Marshall 

$650  million 

Hallmark  Cards.  Kansas  City,  Mo.  72 
Widowed,  2  children 

Elizabeth  Ann  Reid 

$650  million 

Hallmark  Cards,  Denton,  Tex.  74 
Divorced,  5  children 

Siblings,  offspring  of  founder  of 
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Load  your  originals  once  and  walk  away.  The  new  Mita'"  DC-8090  makes  up  to  999  stapled,  punched,  finished 
document  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  1  -800-ABC-MITA. 


©1996  Mila  Copystar  America,  Inc. 


he  new  Mita  DC-8090  has  the  technology 

to  manage  complicated  copying  jobs 
from  start  to  finish-it's  fully  automatic. 
Sunsets  should  be  watched,  not  copiers. 


Automatic  copying 


mita 


perfected  it. 


greeting  card  juggernaut  that  keeps 
growing.  Revenues  up  13%  in  last 
year.  Joyce  Hall  (d.  1982)  preacher's 
son,  started  selling  postcards  1906, 
age  15.  Later  sold  holiday  cards; 
buddy  Norman  Rockwell  provided 
Christmas  illustrations.  Made  card 
company  into  household  name  with 
advertising  blitz  1920s.  Beat  WWII 
paper  rationing  by  convincing  gov- 
ernment his  greeting  cards  were 
essential  to  national  morale.  Insisted 
on  approving  card  ideas  personally. 
Don  took  over  as  CEO  1966, 
resigned  1986,  now  chairman. 
Tough  boss  ("The  worst  thing  you 
can  do  in  front  of  Don  Hall  is  show 
emotion"),  but  rewards  inventiveness 
in  creative  staff  of  more  than  700. 
Over  11,000  new  card  designs, 
8,000  redesigns  a  year  in  20  lan- 
guages. Bought  Crayola  crayonmak- 
er  1984;  added  television  miniseries 
producer  RHI  Entertainment  1994 
for  $365  million.  "Good  television  is 
good  business."  Sisters  not  involved 
in  running  company,  "just  plain  Mid- 
west folk  who  happen  to  be  the 
progeny  of  genius."  Elizabeth:  reclu- 
sive Texan.  Barbara:  design  critic. 
"Looks  like  any  midwestern  lady 
who  shops  at  Saks."  These  ordinary 
folk  members  since  1982. 


Ralph  Lauren 

$1.3  billion 

Apparel,  home  furnishings.  New  York  City.  56 
Married,  3  children 

"I  can  feel  the  pulse  of  the  world." 
Bronx-born  son  of  Russian  immi- 
grant, became  a  billionaire  market- 
ing preppy,  Waspy  fashions.  Never 
finished  college,  clerked  at  Brooks 
Brothers.  Started  Polo,  Inc.  1967 
with  $50,000.  Grows  steadily  richer 
by  attaching  name  and  image  to 
wider  range  of  goods,  often  via  li- 
censing: Fragrance,  boyswear,  house 
paint,  etc.  Opened  flagship  Madison 
Avenue  boutique  1986.  Bought 
womenswear  license  back  from 
Biederman  Industries  in  1995. 
Launched  Polo  Jeans  this  year;  114 
free-standing  Polo  Ralph  Lauren 
stores.  Also  does  big  business  in 
home  furnishings.  Total  retail  sales: 
$5  billion.  Goldman,  Sachs  bought 
28%  for  $135  million  in  1994— a 
steal,  apparently,  but  the  capital  infu- 
sion enabled  Lauren  to  avoid  going 
public.  Member  since  1986. 


Kenneth  Troutt 

$1.4  billion 

Telecommunications.  Dallas.  48 
Married,  2  children 

Raised  in  Illinois  housing  project,  son  of  single  mother.  Capitalist  genes:  as 
preteen  employed  brothers,  cousins  for  lawn-mowing  outfit.  High  school 
quarterback;  partial  scholarship  to  Southern  Illinois  U.  Sold  insurance  part 
time;  company's  top  salesman  senior  year.  Lost  interest  in  law  school:  "Found 
out  that  I  was  good  at  sales."  To  Nebraska;  started  real  estate  and  construc- 
tion firm;  dissolved  when  interest  rates  hit  20%.  Moved  to  Dallas  1983  to 
broker  oil;  bailed  out  1988  when  oil  prices  dropped  to  $8  a  barrel.  Vision  of 
perfect  company:  find  product  everybody  uses;  periodic  payments  after  initial 
sale  (like  insurance);  nonvolatile  product  (unlike  oil).  Turned  on  to  telecom- 
munications by  accountant  brother;  started  Excel  Communications  1988. 
Avon-like  multilevel  marketing  backbone  of  company:  500,000  independent 
sales  reps  sell  long  distance  telephone  service  (MCI,  WorldCom),  recruit  new 
reps.  Took  public  in  May  at  $15;  Troutt  retained  65%.  Revenues  first  6 
months  1996  over  $600  million,  stock  recently  19]A.  "We're  well  oiled." 
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(E  HAVE  TITANI  UiVL  THEY  HAVE  TITANIUM 


'WE  HAVE  THE  BUBBLE  SHAFT 


THEY  HA' 


ADCOVEKS, 


These  days,  it  seems  like  every  golf  company  on 
Earth  has  titanium. 

No  wonder.  Titanium  is  extremely  light.  Incredibly 
strong.  And  it  allows  for  enormous  sweetspots. 

But  only  one  titanium  club  has  the  easy-swinging 
power  of  the  patented  graphite  Bubble"  shaft. 
The  Taylor  Made  Titanium  Bubble  Driver. 
Together,  our  supersize  head  and  Bubble  shaft  have 
been  proven  to  hit  20%  more  fairways. 


That's  not  all.  According  to  PCA  stats,  alter  switching 
the  Titanium  Bubble,  Lee  Janzen  made  the  top  ten  in  total 
driving  for  the  first  time  ever.  And  Tom  Lehman  picked  up 
eleven  yards  off  the  tee. 

How  much  will  the  Titanium  Bubble  Driver  help  your 
game?  The  only  way  to  find  out  is  to  swing  one  yourself. 

We  can't  guarantee  you'll  gain  eleven  yards.  But  we  can 
promise  you'll  get  a  lot  more  out     ^/XciylOr  MclclC 
of  it  than  a  fuzzy  headcover.         findYour  Cam  e. 


1-800-TITANIUM,  EXT  365.  Internet:  www.taylormadegolf.com 


©1996  Taylor  Made  Golf  Company.  Find  Your  Game  is  a  trademark;  Taylor  Made  and  Bubble  are  registered  trademarks  of  the  Taylor  Made  Golf  Company.  The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  Company. 


Samuel  Jayson  LeI'rak 

$1.3  billion 

Real  estate.  New  York  City.  78 
Married,  4  children 

Joined  immigrant  father's  construc- 
tion firm  after  U.  of  Maryland,  took 
over  1948.  With  postwar  housing 
shortages,  bought  forests  for  lumber; 
later  manufactured  own  bricks,  con- 
crete. Developed  over  200,000  apart- 
ments, became  one  of  largest  U.S. 
apartment  owner/managers  (owns 
61,000  units,  manages  another 
32,000).  "I'm  like  a  farmer,  but 
rather  than  reap  2  crops  a  year,  I 
bring  in  12  .  .  .  each  month  when  our 
rents  are  due."  Developed  in  Brook- 
lyn, Queens,  N.Y.  (5,000-unit  LeFrak 
City);  later  Wall  Street  area  (Battery 
Park  City).  Building  600-acre,  $10 
billion  Jersey  City,  N.J.  waterfront 
community,  including  1.2-million- 
square-foot  mall  with  Melvin  Simon 
(see).  Bought  200  oilfields  1994  to 
build  reserves  of  home  heating  oil, 
gas.  Also  interests  in  art,  entertain- 
ment. LeFrak's  Golden  Rule:  "He 
who  has  the  gold  makes  the  rules." 
Member  since  1982. 


Leslie  Herbert  Wexner 

$1.3  billion 

The  Limited,  Inc.  New  Albany,  Ohio.  59 
Married,  2  children 

In  move  to  bolster  sagging  stock 
price,  the  Limited  spun  off  17%  of 
fast-growing  retail  division  Intimate 
Brands  (Victoria's  Secret,  Bath  8c 
Body  Works)  1995.  Plans  to  spin  off 
casual  apparel  unit  Abercrombie  & 
Fitch.  Wexner  dropped  out  of  Ohio 
State  law  school;  worked  in  parents' 
clothing  store.  Disagreed  on  retail 
strategies;  with  $5,000  loan  from 
aunt,  opened  own  store  specializing 
in  women's  sportswear  1963.  First- 
year  sales  $160,000.  Built  into 
national  chain;  acquired  Lane  Bryant, 
Lerner  New  York,  Cacique,  Henri 
Bendel,  Structure.  Moved  into  men's 
apparel  after  women's  market 
slumped  late  1980s.  Today  more 
than  5,000  stores,  over  $7  billion  in 
sales.  Secret  of  success:  "Narcissism. 
It's  the  key  to  the  business."  Decid- 
ed to  lead  fuller  life  after  brush  with 
death  in  summer  snowstorm  atop 
Vail  Mountain  1981.  Married,  for 
first  time,  1993.  Gives  generously  to 


Jewish  causes,  Columbus  develop- 
ment and  alma  mater  OSU.  Member 
since  1982. 


Craig  O.  McCaw 

$1.3  billion 

Telephony.  Bellevue,  Wash.  47 
Separated 

Estranged  wife,  Wendy,  demanding 
half  of  billion-dollar  fortune  under 
Washington  State  community  prop- 
erty laws;  unlikely  to  collect,  but 
already  awarded  50%  of  Craig's 
AT&T  stock  options.  Craig:  graduate 
of  Seattle's  Lakeside  School;  Stanford 
history  major.  Father,  John  Elroy 
McCaw,  early  radio  and  cable  TV 
baron,  died  1969,  leaving  family 
heavily  in  debt.  Mother  one  of  first 
women  to  earn  accounting  degree  at 
U.  of  Washington.  Craig  led  brothers 
Bruce,  John  and  Keith  (see  all)  in 
building  father's  Twin  City  Cablevi- 
sion  into  major  cable  TV  systems 
operator.  Sold  cable  assets  to  Jack 
Kent  Cooke  (see)  for  $755  million 
1987.  Reinvested  (with  help  from 
Michael  Milken,  see)  in  cellular  licens- 
es; early  partners  in  Arkansas  license 

David  Rockefeller 
and  Fidel  Castro 
This  photo-op 
in  New  York 
earlier  this  year 
probably  did 
more  for 
Castro  than 
Rockefeller: 
The  crumbling 
Cuban  economy 
needs  massive 
capitalistic 
investment. 
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ROVES  NORTH  AMERICA  I 


L  YEAR  VEHICLE  MSRP  IS  JS5.500  'NCI  DEALER  PREP  BUT  EXCLUDES  DESTINATION  A  HANDLING  CHARGES.  TAXES.  LICENSES  4  OPTIONS  ACTUAl  PRICE  DEPENDS  ON  DEALER  &  SUBJECT  TO  CHANGE  WITHOUT  NOUCE  TfiEAD  UGHTlY  DRIVE  RESPONSIBLE  Off  8 

In  the  Hindu  Kush,  it's  fashionable  simply  to  arrive. 

If  you  want  to  get  anywhere  in  this  world,  consider  the  Range  Rover  4.0  SE.    Its  permanent  four- 
wheel  drive,  all-terrain  ABS,  and  electronic  traction  control  offer  you  reassurance  as  you  travel 
the  upper  echelons  of  someone  else's  society.    Also,  electronic  air  suspension  allows  you  to  raise 
the  Range  Rover  with  the  touch  of  a  button  and  follow  the  most  foreboding  trail  as  if  it  were  more  like 
i  welcome  mat.    And  such  amenities  as  leather  seating  and  a  six-disc  CD  player  with  eleven  speakers 
ake  you  feel  at  home.    Even  when  you're  the  farthest  you've  ever  been  from  it.    So  RANGE  ROVER 

ly  not  call  1-800-FINE  4WD  for  the  nearest  Land  Rover  dealer?  Or  visit  our  Web  site  W$ 
http://www.LandRover.com.  At  855,500*  a  Range  Rover  is  a  bit  on  the  steep  side  W 
JT  wherever  you  go,  there's  one  thing  you  won't  be  driving  on:  pins  and  needles. 


Always  use  your  seatbelts.  SRS/airbags  alone  do  not  pro  vide  sufficient  protection. 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


Richard  N.  Goldman 

$1.2  billion 

Inheritance.  San  Francisco.  76 
Widowed,  3  surviving  children 


Evelyn  Danzig  Haas 

$1.1  billion 

Inheritance.  San  Francisco.  79 
Widowed,  3  children 


Phyllis  Koshland  Friedman 

$490  million 

Inheritance.  San  Francisco.  73 
Widowed,  2  children 

Heirs  to  Levi  Strauss  fortune,  with  families  (see  Haas).  Founder  Levi  Strauss 
emigrated  from  Bavaria  during  California  gold  rush,  started  company  1850, 
died  bachelor  1902,  left  company  to  4  nephews.  Walter  A.  Haas  Sr.  (d. 
1979)  married  Strauss'  grandniece,  ran  company  1928-55.  Son  Peter  Sr., 
Harvard  M.B.A.,  joined  to  handle  finance,  operations;  president  1970-81. 
Now  chairs  executive  committee.  Peter  Sr.'s  brother,  Walter  Jr.  (d.  1995), 
president  1958-70,  took  company  public  1971.  Retired  1981;  honorary 
chair  at  death.  Widow,  Evelyn  D.,  executor  of  estate;  fund  created  with  hus- 
band supports  arts,  disadvantaged  people.  Their  son,  Robert  D.,  U.C. 
Berkeley,  Peace  Corps,  Africa  (1964-66),  Harvard  M.B.A.  1968.  Took  com- 
pany private  again  1985  in  $1.7  billion  LBO.  Gready  improved  operations, 
capitalized  on  American  West  mystique  abroad;  now  foreign  sales  half  of 
$6.7  billion  total  revenues.  Company  LBO'd  again  1996  by  CEO  Robert 
D.  Haas,  great-great-grandnephew  of  Levi  Strauss.  Prompted  squabble  with 
Rhoda  Haas  Goldman  (d.  1996)  family;  they  cashed  out  in  1996  LBO. 
Remainder  of  shares  owned  by  some  200  descendants  placed  in  15-year 
voting  trust  controlled  by  Haas  families.  Richard:  Rhoda's  widower,  an 
insurance  executive,  established  Goldman  Environmental  Prize  with  Rhoda 
1990.  Phyllis,  sister  to  Daniel  Koshland  Jr.  and  Frances  Geballe  (see),  chil- 
dren of  Daniel  Koshland  Sr.,  brother-in-law  to  Walter  A.  Haas  Sr.  Today 
world's  largest  apparel  firm. 


included  Bill  and  Hillary  Clinton. 
Became  communications  powerhouse 
McCaw  Cellular.  Sold  to  AT&T  for 
SI  1.5  billion  stock  plus  $5  billion 
debt  1994.  Craig  took  control  of 
Nextel  Communications  1995  after 
family  agreed  to  invest  up  to  $1.3  bil- 
lion to  develop  digital  wireless  net- 
work; replaced  key  senior  manage- 
ment team.  Also  launching  Teledesic, 
communications  satellite  venture  with 
Bill  Gates:  constellation  of  hundreds 
of  satellites,  expected  cost  $9  billion. 
Avid  yachtsman,  pilot,  largest  indi- 
vidual AT&T  shareholder.  Member 
since  1986. 


Dorrance  Hill  Hamilton 

$1.3  billion 

Inheritance.  Wayne,  Pa.,  Newport,  R.I.  68 
Married,  3  children 

Hope  Hill  van  Beuren 

$1.1  billion 

Inheritance.  Middletown,  R.I.  62 
Married,  3  children 

Charlotte  Colket  Weber 

$1.1  billion 

Inheritance.  Ocala,  Fla.,  New  York  City.  53 
Divorced,  4  children 

IWstram  Colket 

$470  million 

Inheritance.  Paoli,  Pa.  58 
Married,  3  children 

Diana  Strawbridge  Wister 

$610  million 

Inheritance.  Palm  Beach,  Fla.  57 
Divorced,  remarried;  3  children 

George  Strawbridge  Jr. 

$550  million 

Inheritance.  Cochranville,  Pa.  58 
Married,  3  children 

Grandchildren  of  Campbell  Soup 
pioneer  Dr.  John  T.  Dorrance, 
chemist  who  developed  method  of 
making  condensed  soup.  Campbell 
Soup  can's  icon  status  captured, 
enhanced  by  pop  artist  Andy 
Warhol's  paintings.  These  6  are  chil- 
dren of  Dorrance's  daughters,  who 
split  half  of  the  U.S.'  third-largest 
estate  in  1930;  other  50%  went  to 
John  Jr.  (see  Bennett  Dorrance  and 
Mary  Alice  Malone).  Company  now 
soup  to  nuts:  owns  Pepperidge  Farm 
bakery,  Swanson  frozen  dinners, 
bought  salsamaker  Pace  for  $  1  billion 


1995.  Campbell's  stock  under  Chief 
Executive  David  Johnson:  "mm-mm 
good,"  up  over  50%  in  last  year. 
Almost  sold  family's  60%  of  Campbell 
after  John  Jr.  (Jack)  died  1989;  move 
derailed  by  Jack's  kids.  Dorrance 
(Dodo):  oldest  of  9  cousins,  only 
one  born  during  John  Sr.'s  lifetime; 
led  dissident  (selling)  faction.  Hope 
(Happy):  son  Archbold  on  Campbell 
board,  only  family  member  active  in 
company.  Cousin  Diana:  splits  time 
between  horse  farm  "Runnymede," 
Coatesville,  Pa.,  Vail  ski  chalet,  home 
in  Palm  Beach.  Her  brother  George 
Strawbridge  Jr.:  opposed  sale;  Wide- 
ner  University  (Pa.)  adjunct  professor 
of  Latin  American  History  and  Polit- 
ical Science.  Cousin  Charlotte:  stud- 
ied at  Sorbonne;  gave  Chinese  art 
worth  $20  million  to  New  York 
City's  Metropolitan  Museum  of  Art, 


rest  of  collection  believed  to  be 
worth  over  $150  million.  Her  broth- 
er Tristram:  after  Trinity  College, 
tried  hand  as  entrepreneur,  mixed 
results.  His  Altair  Airlines,  founded 
1966,  filed  bankruptcy  1982.  Mem- 
bers since  1982. 


Amos  Barr  Hostetter  Jr. 

$1.3  billion 

Cable  TV.  Boston.  59. 

Married,  3  children 

Last  February  sold  Continental  Cable- 
vision  to  U  S  West  Media  Group  for 
total  $10.8  billion— $5.5  billion  debt, 
$5.3  billion  cash  and  stock.  Staying 
with  company,  will  run  U  S  West's 
cable  operations  after  merger.  Son  of 
Short  Hills,  N.J.  stockbroker.  Harvard 
M.B.A.  "Bud"  did  stint  in  utility 
finance;  started  company  with  friend 
H.  Irving  Grousbeck  1963;  partners, 
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dad  put  in  $4,000.  Acquired,  built 
franchises.  Grousbcck  left  1981  to 
teach,  held  on  to  10%.  Dow  Jones 
b(  Light  24.5%  same  year,  later  sold  part. 
Acquired  McClatchys'  (see)  cable  oper- 
ations 1986,  American  Cable  Systems 
1988;  bought  out  Dow  Jones  for  $300 
million  1989.  Over  4  million  sub- 
scribers. Getting  into  emerging  markets: 
Singapore,  Australia,  Argentina.  Invest- 
ments in  The  Golf  Network,  E!,  Home- 
Shopping  Network,  TV  Food  Network. 
Member  since  1986. 


Richard  N.  Goldman 

$1.2  billion 
(see  page  1 74) 

Evelyn  Danzig  Haas 

$1.1  billion 
(see  page  1 74) 

Phyllis  Koshland  Friedman 

$490  million 
(see  page  1 74) 


Barbara  Piasecka  Johnson 

$1.2  billion 

Inheritance.  Princeton,  N.J.  59 
Widowed 

Third  wife  of  Johnson  &  Johnson 
heir  John  Seward  Johnson  (d.  1983). 
Art  history  M.A.  U.  of  Wroclaw, 
Poland;  to  U.S.  1968.  Upstairs 
chambermaid;  soon,  scuba  partner. 
Married  1971,  8  days  after  his 
divorce.  He  was  76,  she,  34.  Love- 
birds built  $15  million  estate  near 
Princeton.  Ugly  contest  with  his  chil- 
dren over  will.  Offer  to  save  Gdansk 
shipyards  1989  rejected:  entailed 
$l/hour  wages,  2,000  layoffs.  Paid 
$15  million  for  18th-century  cabinet 
1990:  "This  is  to  show  you  the  qual- 
ity— not  the  quantity — of  my 
money."  Converting  Jasna  Polana 
estate  in  Princeton  into  exclusive 
golf  course/club.  Will  keep  apart- 
ment on  grounds.  Still  has  large 
portion  of  husband's  J&J  stock. 
Member  since  1986. 


William  Morse  Davidson 

$1.2  billion 
Guardian  Industries. 
Bloomfield  Hills,  Mich.  73 
Thrice  divorced,  2  children 
Dilettante  lawyer,  found  talent  saving 
failing  businesses.  Rescued  Frank  W. 
Kerr  Co.,  drug  wholesaling  firm. 
Accomplished  same  with  Rupp  & 
Bowman  in  surgical  supplies.  Took 
over  uncle's  interest  in  Guardian 
Industries,  then  a  failing  windshield 
fabricator.  Became  president  1957; 
paid  off  creditors,  acquired  photo 
processing,  broadened  company 
focus  to  architectural  "float"  glass. 
Took  public  1968;  private  1985  in 
$500  million  LBO.  Built  into  world's 
fourth-largest  glassmaker  with  15% 
flat-glass  market,  8%  auto  market. 
Paid  $40  million  judgment  in  patent 
infringement  case  1991,  $15  million 
for  union-busting.  Made  70%  acqui- 
sition of  auto  plastics  company  Auto- 
motive Moulding  1996;  also  control- 
ling interest  in  liquid  display  outfit 
Optical  Imaging  Systems.  Endowed 
$30  million  to  U.  of  Michigan  busi- 
ness school.  Also  70%  Detroit  (bas- 
ketball) Pistons.  Member  since  1983. 


Dennis  Washington 

$1.2  billion 

Mining,  railroads.  Missoula,  Mont.  62 
Married,  2  sons 

In  May  added  Morrison  Knudsen  to 
private  transportation,  construction 
empire  for  $263  million.  Now  more 
than  $2.2  billion  revenues  on  40- 
some  ventures.  Survived  polio  in 
childhood.  Started  as  heavy  crane 
operator;  with  $30,000  loan  built 
Montana's  largest  contractor.  Went 
after  big  companies  with  idle  assets. 
Bought,  reopened  Anaconda  copper 
mine  for  $18  million  plus  royalties 
1985.  Gave  nonunion  labor  profit- 
sharing;  soon  low-cost  U.S.  produc- 
er. Sold  half  1989  for  $125  million. 
Bought  newly  named  Montana  Rail 
Link  from  Burlington  Northern 
1987.  Got  control  Kasler  Holding, 
leading  California  road,  bridge 
builder.  Survived  prostatitis  1991. 
With  Marvin  Davis,  lost  out  to 
Richard  Rainwater  (see  both)  in  bid 
for  Mesa  Inc.  Owns  big  yachts, 
British  Columbia  island  with  golf 
course,  68,000-acre  Oregon  ranch 
once  owned  by  late  Bhagwan  Shree 
Rajneesh.  Member  since  1989. 


Once,  twice,  three  times  wrong  lady:  Ron's 
divorcing  again,  this  time  from  Hollywood  trophy 
Patricia  Duff.  The  prenup's  said  to  be  airtight. 
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We  re  Listed  On  1  he 
Stock  Exchange*  But  We  LikeTo 
1  hink  Were  InThe  Futures  Market 


The  future  is  what  we  make  it.  And  what  most  families 
want  in  their  future  is  a  home.  Fannie  Mae  will  help  over  20 
million  families  get  into  a  home  of  their  own  this  decade  alone. 
We're  providing  opportunities  for  those  who  need  it  most.  Working 
to  reduce  the  obstacles  to  homeownership.  By  streamlining  the  loan 
process,  we're  lowering  the  cost  of  buying  a  home.  And  with  our  history 
of  helping  to  keep  mortgage  rates  at  the  lowest  level  possible,  families 
will  save  money  well  into  the  future.  To  find  out  more  about  Fannie  Abac's 
proven  track  record  of  consistent  earnings  and  outstanding  performance,  call 
1-800-548-9444.  Or  you  can  visit  our  home  page  at  www.tanniemae.com. 


•  Advanced  Engineering  &  Construction  Jechnolo 
•  Full  Line  of  Passenger  Vehicles 

•  The  Safest  Moss-Type  LNG  Carriers 
•  Technologically  Advanced  Precision  Machinery 

•  Petrochemicals 
•  256M  SDRAM,  Industrial  Electronics 

•  Iron  &  Steel  Manufacturing 


■    0  4^ 

•  Telecommunications  Satellites 
•  Aerospace  Technology 
•  Pollution-free  Transportation  Systems 
•  New  Materials 


"Value  Management"  for  Mankind,  Society  and  Future 


The  Next  Innovative  Step 


"Hyundai  Group  will  continue  to  race 
towards  the  21st  century  with  renewed 
enthusiasm  and  commitment" 

Chung,  Mong-koo 
Chairman 


Half  a  century  ago, 

inspired  by  a  challenging  spirit  and 

an  unyielding  desire  to  succeed, 

Hyundai  took  its  "first  pioneering  step" 

into  the  rapidly  changing  world  of  technology. 

Since  then,  Hyundai  has  made  leaping  advances 

to  position  itself  as  a  global  force 

in  such  diverse  industries  as  automobiles, 

electronics,  iron  &  steel,  shipbuilding, 

engineering  &  construction, 

machinery  and  petrochemicals. 

Today,  Hyundai  is  ready 

to  take  its  "next  innovative  step" 

into  the  new  technologies  and  industries 

that  will  shape  the  21st  Century  - 

aerospace,  telecommunications  satellites, 

pollution-free  transportation  systems. 

And  we  expect  to  be  at  the  cutting-edge 
of  tomorrow's  new  product  development 
guided  by  a  renewed  sense  of  commitment 
to  improving  our  living  environment. 

Hyundai  - 

Committed  to  the  challenge  to  explore. 


From  Chips  To  Ships 


HYUNDAI 

Building  A  Better  World  Through  Value  Management 


UNDHcD 


Dennis  Washington 
It's  easier  to  be 
grinning  over  his 
purchase  of 
Morrison  Knudsen 
than  it  is  to  be 
worrying  about 
losing  Mesa  Inc. 
to  Richard 
Rainwater. 


Kathryn  McCurry  Albertson 

$1.2  billion 

Albertson's,  Inc.  Boise,  Idaho.  89 
Widowed,  1  child 

Aggressive  expansion:  92  new  stores  in 
18  months,  to  total  792  stores  in  19 
states;  over  1 ,000  expected  by  the  year 
2000.  Widow  of  Joseph  Albertson  (d. 
1993).  He  dropped  out  of  college 
during  Depression  to  manage  Kansas 
Safeway.  Started  first  grocery  store 
with  $5,000  savings,  $7,500  loan 
1939.  Partnership  with  Leonard 
Skaggs  (see)  1969;  developed  gro- 
cery/ drugstores  under  one  roof.  Part- 
ners split  amicably  1977;  each  took  29 
stores.  Albertson's  grew  into  nation's 
fifth-largest  retail  food-drug  chain: 
$12.6  billion  sales  1995.  Kay  inherit- 
ed half  his  stock,  other  assets.  Keeps 
low  profile,  sees  old  Boise  friends  reg- 
ularly. "She's  never  really  gotten  a 
sense  of  just  how  much  money  she's 
got."  Member  since  1993. 

Robert  William  Garvin 
$1.2  billion 

Motorola,  Inc.  Barrington  Hills,  III.  74 
Married,  4  children 

Father,  Paul  Galvin  (d  1959),  found- 


ed Galvin  Manufacturing  with  less 
than  $600  capital  1928.  Made  car 
radios;  sold  first  solid-state  TV  sets 
under  $200.  Developed  walkie-talkies 
for  WWII.  Company  renamed 
Motorola  1947.  Robert  groomed  as 
successor  from  childhood;  went  with 
dad  on  business  trips  at  age  7.  Never 
graduated  from  college;  learned  on 
the  job.  Started  in  stockroom  1940; 
president  1956;  CEO  1959.  Greatest 
gift:  anticipating  change.  Sold  off  TV 
division  to  Matsushita  (Japan)  1974. 
Concentrated  on  semiconductor, 
wireless  technology.  Transformed  fat 
company  into  limber  giant  1980s. 
Important  producer  computer  chips: 
PowerPC  chip  competes  with  Intel's 
Pentium.  Unveiled  StarTAC,  world's 
smallest  and  lightest  cellular  phone, 
January  1996.  Offered  specially 
designed  OlymPagers  to  all  members 
Team  U.S.A.  at  Atlanta  Games. 
Motorola  now  proxy  for  worldwide 
telecommunications  boom.  Develop- 
ing $3.4  billion  Iridium  project:  global 
satellite  system  capable  of  transmitting 
instant  cellular  phone,  fax  and  pager 
communications  anywhere  in  the 
world  by  1998.  Spending  big  in 


China:  $1.2  billion  investment  by 
1998.  Stepped  down  as  chair  1990; 
son  Christopher,  46,  now  president 
and  COO.  Sales  now  over  $27  billion. 
Member  since  1982. 


Donald  George  Fisher 

$1.2  billion 

The  Gap,  Inc.  San  Francisco.  68 
Married,  3  children 

Doris  Feigenbaum  Fisher 

$1.2  billion 

The  Gap,  Inc.  San  Francisco.  65 
Married,  3  children 

Husband  and  wife.  Cofounded  first 
Gap  (as  in  generation  gap)  store 
1969;  sold  records,  jeans.  Denim 
biggest  draw;  stopped  selling  music 
after  3  months.  Expanded  with 
Banana  Republic  (1983),  GapKids 
(1986),  BabvGap  (1989)  and  Old 
Navy-Clothing  Co.  (1994).  Euro- 
pean-style clothing  venture,  Hemi- 
sphere (1987),  discontinued  (1989). 
Currently  more  than  1 ,700  stores  in 
U.S.,  U.K.,  Canada,  France,  Ger- 
many, Japan;  over  $4  billion  sales. 
Don:  Berkeley  swimming,  water  polo 
star;  began  career  as  real  estate  devel- 
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The  turning  point  in  time. 
Reverso. 


Reverso.  Avant- 
carde  since  1931. 

When  what  you're 
doing  is  more  impor- 
tant than  how  long 
it  takes,  the  reverso 
is  the  only  watch 
that  lets  you  dismiss 
time.  a  nudge.  the 
case  turns.  and 
time  makes  an  ele- 
gant exit.  in  its  place, 
your  own  mono- 
gram, engraved  on 
polished  gold  or 
steel.  High  art.  in  the 
continuous  refine- 
ment of  an  original 
Art  Deco  style,  gen- 
erously DISPLAYED  IN 
a  Grande  Taille  size. 
High  craftsmanship, 
in  the  dependable 
beat  of  the  mechani- 
cal movement  and 
the  smooth  action  of 
the  swivel  case. 
Crafted  with  dedica- 
tion BYTHE  MASTER- 
watchmakers  of 
Jaeger-LeCoultre 
for  those  who  don't 
need  the  time.  all 

THE  TIME. 


rlg.O.  rig. 


The  patent  for  the 
Reverso  case  was  regis- 
tered in  Switzerland 
on  February  16.  1932. 
Only  jaecer-leCoultre 
can  master  the 
complex  mechanism. 


^aeger-leCoultre* 


Special  Retrospective  Exhibition 


"Reverso  -  The  Living  Legend" 

JAEGER-LECOULTRE  INVITES  YOU  TO  ATTEND  THE  EXHIBITION  "REVERSO  -  THE  LIVING  LEGEND".  AN  EXTRAORDINARY  COLLECTION  OF 

Reverso  watches  from  1931  to  the  present.  These  exhibitions  can  be  viewed  at  HAMILTON  JEWELERS  in  Princeton.  N J 
from  October  24  -  October  30. 1996.  LILJENQUIST  &  BECKSTEAD  in  Mclean.  VA  from  November  8  -  November  17. 1996  and 
ZADOK  JEWELERS  in  Houston.  TX  from  November  25  -  December  8. 1996.  For  more  information  about  these  exhibitions  or  for  a 

FREE  COPY  OF  "  THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES",  PLEASE  CALL  1-800- JLC-TIME. 


oper.  appointed  by  Reagan,  Bush, 
Clinton  to  Advisory  Committee  of 
Trade  Policy  &  Negotiations.  Doris: 
Gap  merchandising  consultant.  Sons 
Robert,  William  and  John  (see  all). 
First  appeared  on  list  1986. 

David  A.  Duf field 

$1.2  billion 

PeopleSoft  Inc.  Danville,  Calif.  56 
Divorced,  remarried;  5  children 
Cornell  M.B.A.,  began  as  IBM  engi- 
neer/marketing representative.  Co- 
founded  Information  Associates 
1968,  developed  payroll/personnel 
systems.  Founded  Integral  Systems 


1972.  Clients:  Rutgers,  Penn,  U.  of 
Calif.  Left  mid-1980s,  convinced  that 
mainframe-based  systems  would  be 
obsolete  with  new  PCs.  Founded 
PeopleSoft  1987;  envisioned  "Micro- 
soft of  application  software11  for 
accounting,  logistics,  personnel.  JPO 
1992;  stock,  jumped  over  60%  first 
day.  Recently  joined  forces  with  Price 
Waterhouse-to  provide  financial  ser- 
vices software.  Created  R&D  partner- 
ship, PeopleSoft  Manufacturing,  with 
"sense  of  urgency,  the  startup  mental- 
ity, needed  to  deliver  a  world-class 
application."  No  secretary;  answers 
own  phone:  "It  may  be  inefficient 


Paul  Mellon 

Banking  scion,  equestrian,  esthete.  "Paul  would  be  more  comfortable 
in  Georgian  England  than  in  20th-century  America." 


from  time  to  time,  but  keeps  me  in 
tune."  Member  since  1995. 

Fayez  Shalaby  Sarofim 

$1.2  billion 

Money  management.  Houston.  67 
Divorcing,  5  children 

Prenuptial  agreement  should  keep 
fortune  intact  through  second 
divorce.  Buy-and-hold  king  still  true 
to  brand-name  favorites:  P&G,  Coca- 
Cola,  Philip  Morris.  Egyptian-born 
son  of  wealthy  landowner.  Harvard 
M.B.A.;  naturalized  1961.  Anderson 
Clayton  1951,  advised  pension  funds. 
Launched  own  company  1958  with 
$100,000  from  father.  "The  Sphinx" 
had  early  coup:  landed  Rice  LVs  mas- 
sive endowment.  Early  investor  Tele- 
dyne,  Intel.  Very  conservative,  long- 
term  strategist.  Raging  bull:  thinks 
DJIA  could  hit  10,000  by  2000;  $2 
billion  bond  portfolio.  Fund  lost  esti- 
mated $475  million  on  "Marlboro 
Friday"  1992,  when  Philip  Morris  cut 
cigarette  prices.  Thinks  tobacco 
industry  will  survive  recent  defeats  in 
court.  Another  reason  won't  sell  posi- 
tions: "You  get  haircut  by  taxes.  I 
don't  want  to  become  a  patriot." 
Son,  Christopher,  32,  Sarofim  &  Co. 
associate.  Member  since  1986. 

Paul  Mellon 

$1.2  billion 

Inheritance,  finance.  Upperville,  Va.  89 
Widowed,  remarried;  2  children  by  first  wife 
Son  of  Andrew  Mellon,  inspired 
investor,  financier,  who  hit  peak  of  his 
career  as  U.S.  Secretary  of  Treasury 
(1921-32),  founded  the  National 
Gallery  (see  Mellon  family).  Paul 
lonely,  vulnerable  as  a  child,  felt  alien- 
ated as  student  (Choate,  Yale,  Cam- 
bridge). "My  isolation  in  university 
allowed  me  to  be  completely  unaware 
of  unemployed  farmers  living  at  sub- 
sistence level  only  a  few  miles  away  as 
the  Depression  took  its  grip."  Three 
years  at  Mellon  Bank  in  Pittsburgh 
during  his  20s;  still  uninterested  in 
commerce.  Felt  grave  responsibilities 
accompanied  his  great  wealth;  ses- 
sions with  Carl  Jung  helped  ease  his 
way.  "Wealth  offers  no  immunity 
against  pain  and  sorrow."  In  time  set- 
tled down  to  life  of  gentleman 
farmer,  art  collector.  Added  to 
father's  extensive  holdings,  creating 
an  enviable  collection  (French 
impressionists,  British  art).  Has  given 
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Backups  in  your  logistics  process 
will  bring  profits  to  a  halt. 


Outpacing  the  competition  these  days  isn't  easy.  Especially  if 
the  road  from  your  business  to  the  marketplace  is  jammed  by  exces- 
sive transportation  and  freight  costs,  endless  cycle  times,  clogged 
inventory  and  miles  of  paperwork.  They  all  take  a  toll  on  produc- 
tivity and  your  ability  to  serve  your  customers.  Let  GE  Information 
Services  show  you  how  our  Business  Productivity  Solutions5"  can 
keep  your  logistics  process  moving  at  top  speed. 

Whatever  the  size  of  your  company,  GE  Information  Services 
can  help  you  reduce  inventory  and  cycle  times,  establish  Just-In-Time 
delivery,  and  automate  the  auditing  and  payment  process.  We'll  pro- 
vide ways  for  you  to  electronically  track  shipments  down  to  the  line  item 
from  order  to  delivery;  manage  your  freight  costs;  identify  the  most 
dependable  and  cost-effective  carriers;  and  track  customer  buy- 
ing trends.  Our  Business  Productivity  Solutions  enabled  a  large 
retailer  to  cut  warehouse  inventory  needs  in  half,  and  an  international 
shipping  company  to  process  one  million  invoices  per  month.  And 
while  your  competitors  might  not  appreciate  such  big  improvements, 
your  customers  will. 

With  a  local  presence  in  42  countries  and  more  than  40,000 
global  trading  partners,  GE  Information  Services  can  map  out  the  solu- 
tions vou  need  to  keep  your  business  flowing. 

Productivity.  It's  All  We  DoM 


GE  Information  Services 


1-800-560-GEIS  http://www.geis.com 


$300  million  in  paintings  alone 
i  arious  institutes;  helped  buy  land 
for  Cape  Hatteras  National  Seashore 
preserve;  donated  half  of  John 
Locke's  library  to  Oxford.  Staunch 
Anglophile:  "Paul  would  be  more 
comfortable  in  Georgian  England 
than  in  20th-century  America." 
Member  since  1982. 


Susan  Thompson  Buffett 

$1.2  billion 

Marriage.  San  Francisco.  64 
Separated  (from  Warren  Buffett),  3  children 
Daughter  of  Omaha  educator;  her 
parents  knew  Warren's.  Met  sage 
while  rooming  with  his  sister  at 
Northwestern.  Married  1952.  Deeply 
involved  in  civil  rights  movement; 
couple's  political  shift  to  left  rattled 
family.  Heads  Buffett  Foundation: 
nuclear  disarmament,  population 
control.  Once  sought  singing  career, 
now  spending  time  on  foundation. 
Left  Warren  (who  has  steady  live-in), 
moved  to  San  Francisco  1977.  Lives 
on  West  Coast,  sees  Warren  regular- 
ly. Warren:  "It  works  well  this  way. 
She  sort  of  roams;  she's  a  free  spirit." 
Capital  gains  and  estate  taxes  being 
what  they  are,  he  plans  to  leave  his 
billions  to  her,  then  to  their  founda- 
tion. Member  since  1991. 


Angels."  Deal  collapsed,  but  "it's  a 
lot  easier  buying  motorcycles  at 
$15,000  apiece  than  it  is  a  $100  mil- 
lion building."  Prefers  denim  to  pin- 
stripe. Holds  treasure  hunt  on  birth- 
days; has  been  known  to  play  war 
games  with  paintball-pellet  guns. 
Member  since  1986. 


Carl  Henry  Lindner  Jr. 
and  family 

$1.1  billion 

Insurance,  investments,  Chiquita  bananas. 
Cincinnati.  77 
Married,  3  sons  in  business 
Despite  giving  $155,000  to  Bob 
Dole-backed  organizations,  failed  to 
get  profit-protecting  sanctions  against 
Costa  Rica  and  Colombia.  High 
school  dropout  at  14;  helped  family 
dairy  business  during  Depression. 
Opened  ice  cream  store  1940  with 
brothers,  $1,200.  Built  220-store 
United  Dairy  Farmers  chain.  Began 
American  Financial  Corp.  with  small 
S&L  1959;  added  insurance  1971. 
Smart  investor,  tough  greenmailer, 
teetotaler  much  tweaked  by  Gan- 
nett's  Al  Neuharth.  AFC  portfolio  up 
sixtyfold  1961-80;  took  private  1981 
for  $340  million.  Poor  investments 
Mission  Insurance,  Chiquita  Brands. 
Complex  restructuring  1995:  cutting 


Samuel  Zell 

$1.2  billion 

Real  estate,  investments.  Chicago.  55 
Divorced,  3  children 

Another  year  at  the  ball  for  the  Grave 
Dancer:  After  losing  out  in  bid  for 
NYC's  Rockefeller  Center,  Zell-con- 
trolled  Jacor  Communications 
bought  Citicasters  from  Carl  Lindner 
for  $770  million;  Jacor  now  largest 
radio  group  in  U.S.  But  battle  brew- 
ing for  real  estate  trust  Chateau  Prop- 
erties; deal  to  merge  Revco  with  Rite 
Aid  nixed  by  FTC.  Son  of  Polish 
immigrants,  peddled  Playboy  in  grade 
school  for  200%  profit.  With  U.  of 
Michigan  frat  brother  Robert  Lurie 
(d.  1990)  saw  inflation,  bought  dis- 
tressed Sunbelt,  Midwest  real  estate 
1970s,  rehabbed  for  fraction  of 
replacement  cost,  sold  for  big  gains, 
picked  up  more.  Applied  same  princi- 
ple to  companies,  notably  I  tel.  Now 
has  2  REITs  public;  3  vulture  funds 
with  Merrill  Lynch.  Tried  to  buy  50% 
Italian  motorcycle  maker  Ducati, 
favored  bike  of  entourage  "Zell's 


debt;  Moody's  downgrades  to  junk 
status  anyway.  Been  paring  ostenta- 
tious salaries,  bonuses.  Strict  Baptist, 
major  contributor  Jewish  Welfare 
Fund.  Member  since  1982. 


Ted  Schwartz 

$1.1  billion 
(see  page  188) 


William  Clay  Ford 

$1.1  billion 
Ford  Motor  Co. 

Grosse  Pointe  Shores,  Mich.  71 
Married,  4  children 

With  sister  Josephine  (see)  last  sur- 
viving grandchildren  of  Ford  Motor 
Co.  founder  Henry  Ford  (d.  1947). 
Brother  Henry  Ford  II  (d.  1987)  left 
Yale,  Navy  following  father  Edsel's 
death  to  join  faltering  company 
1943;  succeeded  grandfather  as  pres- 
ident 1945.  Engineered  companv 
turnaround,  redevelopment  of  down- 
town Detroit.  Reportedly  settled 
arguments  saying,  "My  name  is  on 
the  building."  Battled  with  Iacocca; 
fired  him  as  president  1978.  Retired 


as  chairman  1980.  William,  Yale  grad, 
began  at  Ford  1949.  Vice  president 
1953.  Retired  as  finance  committee 
chair  1995.  Son  William  Clay  Jr.,  38, 
Sloan  (MIT)  M.B.A.,  filled  position. 
He  and  cousin  Edsel  II,  47,  Ford 
Motor  Credit  chief  operating  officer, 
vying  for  fourth-generation  leader- 
ship. William  part-owner  Detroit 
(football)  Lions.  Ford  Foundation 
holds  $7.5  billion  assets.  Ford  family 
collectively  owns  6%  of  company  with 
40%  voting  power,  recently  worth 
$2.2  billion.  William  Clay  member 
since  1982. 


Richard  Rainwater 
In  July,  Rainwater 
and  his  partners 
took  over  T. 
Boone  Pickens' 
troubled  Mesa, 
Inc.  "It's 
fixed,  it's 
rolling,  and  the 
stock  is 
going  up." 
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Richard  Rainwater 

$1.1  billion 

Investments.  Fort  Worth.  52 
Divorced,  remarried;  3  children 
Rainwater  used  $80  million  of  his  own 
cash  to  beat  out  Dennis  Washington 
and  Marvin  Davis  for  Boone  Pickens' 
troubled  Mesa,  Inc.,  July.  Depleted 
reserves,  big  selloff  small  company 
stakes;  all  worth  it:  investment  already 
at  $180  million.  Other  big  holdings 
up  nearly  25%.  "I  like  these  stocks' 
being  up."  Son  of  middle -class  whole- 
saler. Math,  physics  major  U. 
of  Texas;  Stanford  M.B.A.  Met  Sid 


Bass  (see)  at  Stanford;  after  Goldman, 
Sachs  stint,  managed  $50  million  Bass 
family  portfolio  1970.  Lost  money  2 
years:  "Mr.  Bass  Sr.  commented  to  me 
that  the  tuition  goes  way  up  after  col- 
lege." Earned  back  tuition,  then  some: 
masterminded  huge  Disney  invest- 
ments 1984,  still  cornerstone  of  Bass 
family  wealth.  Left  1986  to  run  own 
investments:  health  care,  oil,  real 
estate.  Took  Crescent  REIT  public 
1994.  Met,  married  banker  Darla 
Moore  1991.  Darla,  dealmaster  in 
her  own  right,  has  been  running 
sizable  assets  since  1994.  "This  is 


the  first  year  I've  added  a  zero  to 
my  net  worth."  Says  becoming  a 
billionaire  is  "kind  of  nice." 
Member  since  1986. 

Michael  Dell 

$1.1  billion 

Computers.  Austin,  Tex.  31 
Married,  2  daughters 

Dell  Computer  stock  soared  after 
enfant  terrible  brought  in  experi- 
enced management  team:  got  inven- 
tories, chaotic  growth  under  control; 
bolstered  profits.  Entered  U.  of  Texas 
1983,  intended  biology  major;  start- 
ed computer  resale  business  in  dorm 
room.  Dropped  out  1984;  grossed 
$80,000  a  month.  First  to  sell  com- 
puters directly  by  phone.  Sales 
boomed  to  $2  billion,  spun  out  of 
control  by  1993:  lost  $38  million  in 
currency  hedges,  CFO  deserted  com- 
pany. Introduction  of  notebook  com- 
puters delayed;  stock  plunged  as  a 
result.  New  management  has  Dell 
back  in  saddle.  Stock  recovered.  Sales 
$5.3  billion.  Joined  fellow  Edifice- 
Complex  high-tech  moguls  Larry 
Ellison,  Bill  Gates  by  erecting  $19 
million  hilltop  digs,  biggest  domicile 
in  Austin.  No  chair  in  office,  works 
standing  up;  "I  think  faster  on  my 
feet."  First  appeared  on  list  1991. 

Reese  Mcintosh  Rowling 
and  family 

$1.1  billion 

Hotels,  oil.  Corpus  Christi,  Tex.  68 
Married,  4  children 

Reese's  son  Bob  expanding  hotel 
holdings:  bought  Omni  chain  Febru- 
ary $500  million.  Reese  geologist  for 
oil  companies;  started  own  Tana  Oil 
&  Gas  1972.  Stayed  virtually  debt- 
free;  in  early  1980s  bust  "drilled  a  lot 
of  wells  while  other  companies  were 
busy  paying  their  bank  loans."  By 
1989  one  of  largest  independent 
U.S.  explorers.  Sold  oil  and  gas  pro- 
duction (kept  pipeline)  to  Texaco  for 
preferred  stock  1989,  avoiding  big 
capital  gains  tax;  later  converted  to 
common.  Acquired  Doubletree  hotel 
in  Dallas,  8  others  since  1990.  Added 
20  more  with  Omni.  Total  debt  on 
hotels,  pipeline  project:  $450  million. 
"The  Texaco  stock's  where  we've 
made  the  money  this  year."  Total 
return  nearly  50%  last  12  months. 
Family  investments  under  TRT  Hold- 
ings. Member  since  1991. 
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ADVERTISING  SECTION 


REMEMBER     WHEN     A     SCHOOL     ID  CA 
HELD     JUST    YOUR  PHOTO? 


Today, 


it  HOLDS 


THE   KEY  TO 


ALMOST 


EVERYTHING. 


COLLEGE  AND  UNIVERSITY 


campuses, 


learning  isn't  confined  to  the  classrooms. 

School  administrators  are  also  learning  quite  a  bit, 
too.  Learning  how  to  make  the  campus  a  safer  place. 
Learning  how  to  make  operations  more  precise  and 
efficient.  And  learning  how  to  enhance  revenue 
opportunities. 

They're  improving  the  overall  quality  of  campus  life 
with  the  help  of  a  familiar  tool  —  the  ID  card. 
Backed  by  a  powerful  integrated  computer  system 
and  the  expertise  of  Diebold,  the  once-simple  ID 
card  can  now  handle  a  variety  of  exciting  functions. 
It's  cutting  a  path  to  many  new  opportunities. 


SPECIAL       ADVERTISING  SECTION 


□  ne  card  with 
many  uses. 

At  many  of  today's  institutions  of 
higher  learning,  students,  faculty, 
support  staff  and  visitors  are  using 
a  single  ID  card  to  gain  access  to 
special  events,  sporting  events  and 
facilities  such  as  dormitories  and 
labs.  The  same  card  also  serves  as  a 
library  card,  pays  for  cafeteria 
meals,  vending  machine  purchases, 
books  and  laundry  services,  and 
permits  cash  withdrawals,  fee 
payments  and  other  transactions. 
On  some  campuses,  students 
electronically  access  class  schedules 
and  other  information. 

Diebold  has  used  its  experience  in 
card-based  transaction  systems  to 
create  the  Integrated  Campus  Access 
Management  (ICAM)  system. 
ICAM  changes  campus  life  in  many 
ways.  One  obvious  difference: 
lines  at  book  stores,  cafeterias,  fee 
payment  windows  and  special  events 
are  shrinking  or  disappearing. 

But  while  ICAM  means  added 
convenience  for  the  end  user,  to 
campus  security  it  provides  a  cost- 
effective,  highly  reliable  way  to 
protect  people  and  assets.  Security 
is  enhanced  without  hampering 
freedom  ol  movement.  On  many 
campuses,  the  ICAM  system  links 
self-service  technology  with  state- 
of-the-art  security.  And  a  single 
integrated  system  can  monitor  an 
1  entire  campus,  including  satellite 
:  campus  and  off-campus  locations. 


Beyond  self-service  and  security, 
ICAM  is  a  way  for  campus  ad- 
ministration to  enhance  revenue 
opportunities  and  improve  accuracy 
and  efficiency  in  the  management 
and  storage  of  information. 

Other  campus-like 
environments,  too. 

The  same  computerized,  card-based 
systems  that  so  greatly  benefit  colleges 
and  universities  also  benefit  hospitals, 
airports,  prisons,  corporate  facilities, 
high  schools  and  elementary  schools, 
and  other  environments.  In  the 
healthcare  market,  Diebold  solutions 
enhance  the  speed,  accuracy  and 
cost  efficiency  of  automated  drug 
dispensing,  inventory  control, 
electronic  security,  self-service 
systems  and  other  health  services. 
At  sporting  events,  Diebold 
hardware  and  software  solutions 
enable  fans  to  purchase  items  with 
stored-value  smart  cards. 


Customers  in  each  of  these  markets 
share  many  of  the  same  needs.  They 
all  want  to  improve  security,  plus 
manage  information  and  provide 
services  more  efficiently  and  pro- 
ductively. Diebold  helps  customers 
achieve  these  goals  by  linking  a 
variety  of  services.  And  it's  all  done 
with  a  single  card. 

Diebold,  Incorporated 

P.O.  Box  5077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1-800-999-5600 
Fax  3  50-490-5794 

Internet  http:  // www.dicbold.com 

DIEBOLD 


Curtis  Le&oy  Carlson 

$1.1  billion 

Trading  stamps,  hotels,  travel. 
Long  Lake,  Minn.  82 
Married,  2  children 

Son  of  Swedish  immigrant  grocer; 
started  business  life  early:  subcon- 
tracted paper  routes  to  brothers  for 
profit.  U.  of  Minnesota  1937;  Proc- 


ter &  Gamble  soap  salesman,  $1 10  a 
month.  Secured  $50  loan,  started 
Gold  Bond  Trading  Stamps  1938. 
"The  minute  I  was  out  on  my  own,  I 
knew  Fd  found  my  own  element.'" 
From  1960s  on,  built  one-man  travel, 
hotel,  restaurant,  marketing  con- 
glomerate. Today  Radisson  (hotels); 
Country    Kitchen,    TGI  Friday's 


Ted  Schwartz 

$1.1  billion 

Telemarketing.  Chicago.  42 
Married,  2  children 

Founder  APAC  (all  people  are  customers)  TeleServices.  Outsourcer  handles 
200  million  phone  calls  a  year.  "If  you  call  UPS  to  pick  up  your  package, 
we  take  die  order.  If  you  need  information  regarding  your  Discover  card, 
you're  talking  to  us."  College  dropout,  sold  time  for  tiny  Colorado  radio 
station.  Found  more  clients  by  working  phones  than  by  beating  pavement. 
Founded  Radio  America  in  native  Chicago,  1973.  One  day  in  1985  friend 
asked  what  he  did  with  his  200  phones  after  hours.  Schwartz:  "Nothing." 
Secured  first  contract  with  Xerox  cold-calling  for  subscriptions  to  compa- 
ny's Weekly  Reader.  Sold  radio  sales  business  1991;  started  persuading  big 
corporations  to  let  him  handle  their  toll-free  customer  service.  Today  40% 
of  APAC  sales  comes  from  service  calls.  APAC  went  public  October  1995, 
secondary  offering  March;  still  small:  only  $8  million  earnings  1995.  But 
Wall  Street  feverish:  stock  recendy  up  sixfold  since  IPO.  Schwartz  and  family 
own  29.5  million  shares. 


(restaurants);  Carlson  Wagonlit 
Travel  (merged  with  France's  Accor 
Group  1994).  Son-in-law  Edwin 
(Skip)  Gage,  former  Carlson  heir 
apparent,  left  1992  to  form  com- 
petitor, Gage  Marketing;  took  many 
managers  with  him.  Then  Hospital- 
ity Group  CEO  Juergen  Bartels 
jumped  ship  1995;  now  heads  com- 
petitor Westin  Hotel  Co.  Energetic- 
daughter  Marilyn  57,  presumptive 
heir.  Carlson  Marketing  experi- 
enced decline;  now  growing  again. 
Curt,  fully  recovered  from  quadru- 
ple bypass,  still  at  helm.  Member 
since  1982. 

Charles  R.  Schwab 

$1.1  billion 

Discount  stockbroker.  Atherton,  Calif.  59 
Divorced,  remarried;  5  children 
Discount  broker  giant  Charles 
Schwab  Corp.  to  expand  by  selling 
low-cost  life  insurance,  mutual  fund 
portfolios;  draws  ire  from  Fidelity 
Group.  Stanford  M.B.A.,  had  eccen- 
tric early  ventures:  drive-through 
animal  park,  rock  and  classical  music 
rodeo.  Started  San  Francisco-based 
traditional  brokerage  1971.  Became 
pioneer  discount  broker  1974  to 
"offer  an  avenue  [to]  duck  your 
financial  affairs  from  some  guy  who 
has  a  very  clear  interest  in  converting 
your  capital  into  his  personal 
income."  Brokers  paid  straight 
salaries,  no  commissions.  Battled  Wall 
Street  brokerages  with  low  prices,  fast 
order  executions  through  on-line 
system.  Has  offered  24-hour  service 
since  1982.  Sold  to  BankAmerica 
Corp.  1983;  repurchased  in  $280 
million  leveraged  buyout  1987.  Pub- 
lished How  To  Be  Tour  Own  Stockbro- 
ker 1985.  Introduced  highly  success- 
ful OneSource  1992:  no  transaction 
fee  mutual  fund  service  offering  no- 
load  funds.  Chairs  nonprofit  agency 
for  parents  of  children  with  learning 
disabilities;  Charles  and  son  also 
dyslexic.  Modern  art  collector. 
Member  since  1993. 

Thomas  F.  Frist  Jr. 

$1.1  billion 

Columbia/HCA.  Nashville.  58 
Married,  2  sons,  1  daughter 
Legal    problems    slow  Colum- 
bia/HCA's  rapid  growth:  Michigan 
halts  proposed  acquisition  of  369-bed 
nonprofit  hospital  1996.  Tom  Jr.  to 
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on,  children  won  t  distinguish  between  learning  and  playing.  As  a  leader  in  multimed 
:hnology,  we  II  be  there  when  he  wants  to  play.  And  learn.  That's  entertainment. 

iconductors  * Computers  *  Office  Automation  'Multimedia  '  Advanced  Audio/Visual  Equipment  *  Home  Appliances 


Jim  Jannard  with  New  York  Stock  Exchange  President  Richard  Grasso 
Jannard's  IPO  of  Oakley,  Inc.  last  summer  has  given  his  $173  million  (sales)  sun- 
glass company  a  market  cap  of  $1.7  billion.  He's  been  unloading  shares  ever  since. 


billion.  Tomkins  liked  fit  of  Gates' 
businesses,  connections  in  China, 
Japan,  South  America.  Gates'  father 
followed  Gold  Rush  west,  bought 
tire  cover  company  1911;  senior 
Gates'  brother  invented  V-belt  1917, 
became  leading  producer.  Charles  Jr. 
went  to  Stanford,  studied  engineer- 
ing, inherited  business  with  4  sisters 
1961.  Diversified:  bought  Learjet 
Inc.  1967,  turned  around,  sold  1987. 
Also  hit  home  run  with  investment  in 
Hamilton  Oil:  1991  merger  yielded 
over  $100  million.  Still  owns  oil,  gas 
properties,  plus  150,000-acres  ranch- 
land,  700  acres  Colorado  Springs. 
Active  in  Denver  Museum  of  Natur- 
al History.  Member  since  1982. 

Eli  Broad 

$1.1  billion 

Home  building,  financial  services. 
Los  Angeles.  63 
Married,  2  children 

This  year  sold  1,700  acres  of  Sacra- 
mento land  to  Morgan  Stanley  real 
estate  fund  for  $43  million;  2,400 
acres  remain  in  portfolio.  Founded 
Kaufman  &  Broad  age  23  with  Don 
Kaufman  (d.  1983),  built  first  houses 
with  $25,000  loan  from  in-laws 
1957.  Left  Michigan  for  California, 
added  insurance  business  to  hedge 
real  estate  cycles.  Built  thousands  of 
homes  for  baby  boomers;  also  over- 
seas in  France.  Spun  off  home  builder 
1989  to  concentrate  on  finance  com- 
pany: "After  25  years  . ..  the  thrill  was 
gone."  SunAmerica  Inc.  snapped  up 
distressed  financial  companies  like 
Anchor  National  Life  (1986),  Inte- 
grated Resources  (1990).  Vast  art 
collection,  founded  LA  Museum  of 
Contemporary  Art  1983.  Member 
since  1989. 


Vanderbilt;  Washington  U.  medical 
school.  Air  Force  flight  surgeon. 
Returned  to  Nashville  1968.  Co- 
founded  Hospital  Corp.  of  America 
with  father,  family  pal  Jack  Massey: 
showed  hospitals  can  be  run  prof- 
itably. Public  1969.  Acquisitive:  by 
1973,  51  hospitals.  CEO  1987;  now 
chairman.  In  1988  led  $5.1  billion 
leveraged  buyout.  Public  again  1992; 
merger  with  Columbia  Healthcare 
Corp.  in  February  1994.  Cost-saving 
secret:  big  discounts  on  equipment, 
supplies  through  centralized  buying; 
lower-paid  nurse's  aides,  not  regis- 


tered nurses,  read  EKGs.  Draws 
industry  envy — and  ridicule.  Sneers 
Houston-based  Northwest  Medical 
CEO:  "They're  arrogant  bullies." 
But  big  arrogant  bullies:  $2.3  billion 
cash  flow.  U.S.  Senator  Bill  Frist  his 
brother.  Member  since  1992. 


Charles  Cassius  Gates  Jr. 
and  family 

$1.1  billion 

Manufacturing.  Denver.  75 
Married,  2  children 

Liquidating:  sold  Gates  Rubber  Co. 
to  Britain's  Tomkins  in  July  for  $1.16 


Jim  Jannard 

$1  billion 

Sunglasses.  Irvine,  Calif.  47 
Divorced,  4  children 

Phenomenal  wealth  ride  may  be  near- 
ing  end:  in  June  Jannard  dumped  4.5 
million  shares  for  over  $200  million 
cash..  Stake  now  less  than  50%. 
Dropped  out  USC,  started  Oakley 
(named  after  English  Setter)  in 
garage  1975;  sold  motorcycle  hand- 
grips from  station  wagon.  Motocross 
goggles  followed,  then  ski  goggles. 
First  sunglasses  1984.  Tough,  inter- 
changeable  lenses  worn   by  Cal 
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RECENTLY  WE  WERE  PART  OF 
A  MEDICAL  BREAKTHROUGH,  ALTHOUGH 
HE  DESERVES  SOME  OF  THE  CREDIT. 


Kenneth  D.  Tuchman 

$1  billion 

TeleTech.  Denver  area.  36,  Married. 

Son  of  LA  home  builder,  youngest  of  4  children.  Early  entrepreneur:  worked  at  bicycle  shop  age  13;  top  salesman 
in  6  months;  duplicated  success  at  surf  shop.  Grew  hair,  became  importer  of  puka  shells  "to  meet  women."  Used 
two  empty  lots  as  clearinghouse  to  sell  used  cars;  charged  wealthy  customers  $55/week  to  "auto-sit"  car  until  sold. 
Epiphany  while  working  for  dad:  couldn't  get  answers  about  air-conditioning  systems,  roofing,  trusses,  etc.  "Some 
guy  would  show  up  a  month  later  in  response  to  our  questions  about  the  foundation  and  we  were  already  rolling 
out  sod."  Started  TeleTech  1982,  age  22,  to  handle  customer  questions,  complaints  for  big  companies.  First  clients: 
ITT,  Greenpeace,  Herbal  Life.  First-year  profits  of  $250,000  on  $1  million  revenues.  Then  6  years  of  cash  flow 
problems:  shunned  by  traditional  banks,  turned  to  24%  interest  rate  loans.  Borrowed  against  receivables,  future  earn- 
ings. "A  dangerous  thing  . . .  almost  bankrupted  us."  Survived.  Explosive  growth  starting  1990;  clients:  UPS,  Com- 
puServe, AT&T.  Introduced  to  Sam  Zell  (see)  1994;  he  bought  17%  stake.  Went  public  August  at  $14.50;  stock 
recently  up  to  $29.25.  Completed  two  years  community  college.  "The  university  of  life:  You  have  to  learn  how  to 
turn  a  nickel  into  a  dollar." 


Ripken  Jr.,  Andre  Agassi,  other  top 
jocks  for  ultralow  endorsement  fees. 
Michael  Jordan,  Oakley  board 
member,  major  shareholder.  Secretive 
Jannard'known  as  "mad  scientist": 
fierce  litigator,  brings  frequent  patent 
infringement  lawsuits.  Will  have  his 
hands  full  as  pal  Phil  Knight  (see) 
pushes  Nike  into  sports  eyewear. 
Member  since  1995. 


Kenneth  D.  Tuchman 

$1  billion 
(see  above) 


Michael  Rubens  Bloomberg 

$1  billion 

Financial  news.  New  York  City.  54 
Divorced,  2  daughters 


Ever  expanding:  new  monthly  maga- 
zine, Bloomberg  Personal;  new  pub- 
lishing house,  The  Bloomberg  Press. 
Overseas  business  now  45%  of  sales. 
Engineering  and  physics  at  Johns 
Hopkins.  Harvard  Business  School. 
Salomon  Brothers  processing  clerk 
1966.  By  1971  head  of  equity  trad- 
ing, sales;  lost  power  struggle,  left 
with  some  $20  million  1981.  Devel- 
oped computerized  data  service  for 
Treasury  bond  traders;  Merrill  Lynch 
bought  30%.  Business  took  off. 
Today  over  65,000  Bloomberg  ter- 
minals offer  vast  amounts  sophisticat- 
ed market,  other  data,  including  Let- 
terman's  Top  Ten,  Forbes.  Added 
video,  audio;  NYC  business  news 
radio  station.  Also  24-hour  satellite 


and  cable  all-news  television.  Doesn't 
have  secretary,  partly  because  "it 
impedes  access  to  clients  and  cus- 
tomers." Wall  Street  still  hungering 
for  IPO.  Bloomberg:  "I  don't  need 
the  capital."  Apparently  not.  Gave 
$55  million  to  Johns  Hopkins  last 
fall.  Member  since  1992. 


Laurance  Spelman  Rockefeller 
and  family 

$1  billion 

Inheritance.  New  York  City.  86 
Married,  3  daughters,  1  son 
Grandson  of  Standard  Oil  patriarch 
John  D.  Rockefeller  (see  family). 
With  brother  David  (see),  main 
investor  of  his  generation.  Bought 
John  D.  Sr.'s  seat  on  the  New  York 
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"I  think  anyone  who  knows  me,  knows  I'm 

ty  active  all  year  long.  But  during 

season,  the  activity  gets  pretty 

ise,  even  for  me.  So  by  game 
I  need  all  the  energy  I  can  get. 
s  why  I  go  through  as  many  as  3 
PowerBar®  energy  bars  a  game.  They're  low 


in  fat.  made  from  healthy  foods,  and  packe 
with  nutrients.  And  they  give  me  plenty  of 
complex  carbs  for  the  energy  I  need 
to  perform  at  my  best  through  four 
quarters   and    maybe  even   OT.  I'd 
never  come  to  play  without  my  PowerBar. 
This  game's  tough  enough." 


CHOCOLATE 


5- 


MALT-NUT 


WILD  BERRY 


APPLE-CINNAMON 


BANANA 


•STEVE  YOUNG- 

^  MOCHA 


Stock  Exchange.  Generated  hefty 
returns  on  sophisticated  venture  cap- 
ital investments  (seeded  from  huge 
1934  trust):  Eastern  Air  Lines  (sold 
long  before  liquidation),  McDonnell 
Douglas  ($100  million  gain),  Apple 
Computer.  Built  remote,  exclusive 
Rock  Resorts  in  the  Caribbean  and 
Hawaii.  Chaired  Rockefeller  Center 
Inc.  1953-66.  Active  environmental- 
ist, gave  thousands  of  acres,  other  real 
estate,  money  to  national  parks, 
reserves,  etc.  Donated  $36  million  to 
Memorial  Sloan-Kettering,  $21  mil- 
lion to  Princeton,  other  gifts.  Relax- 
es at  Pocantico  Hills,  home  of  his 
grandfather.  Introspective:  interested 
in  a  number  of  religious  and  spiritual 
movements.  Member  since  1982. 

Randolph  Apperson  Hearst 

$1  billion 

Inheritance.  New  York  City.  80 
Twice  divorced,  remarried;  5  daughters 
Sole  surviving  son  of  media  magnate 
William  Randolph  Hearst.  Grandfa- 
ther George  Hearst  (prospector,  land 
baron,  U.S.  senator)  took  failing  San 
Francisco  Examiner  from  gambling 
debtor  1880.  Only  child,  Harvard- 


Michael  Bloomberg 

With  new  competition  nipping  at  his 
heels,  the  financial  news  king  tried  a 
more  conventional  means  of  delivering 
information:  book  publishing. 


expelled  "Billie  Buster"  took  over 
1887  after  writing  to  Dad.  Built 
nation's  largest  newspaper  chain. 
Country's  most  controversial  media 
mogul:  outsensationalized  former 
employer  Pulitzer  (see  family)  in  great 
NYC  newspaper  wars.  Promoted 
Spanish-American  War  to  increase  cir- 
culation: "You  furnish  the  pictures, 
and  I'll  furnish  the  war."  Model  for 
Orson  Welles'  Citizen  Kane;  built 
$30  million  pleasure  dome  San 
Simeon,  now  owned  by  state  of  Cal- 
ifornia. Died  1951;  left  control  in 
foundation  run  by  cronies.  Heirs 
bought  back  1974.  Hearst  Corp.  12 
dailies,  5  weeklies,  glossy  consumer 
magazines  (Cosmopolitan,  Esquire, 
Town  8c  Country,  part  Smart- 
Money).  Also  TV,  radio  stations,  real 
estate,  timberland.  Interest  in  cable 
networks:  ESPN,  Arts  &  Entertain- 
ment, Lifetime.  Investing  in  interac- 
tive media.  Book  division  (William 


5  Morrow  8c  Co.,  Avon)  taken  off 
jj  block  after  failed  attempt  to  unload 
9  1994.  San  Antonio  Light  shut  down 
1993;  San  Antonio  Express  acquired 
next  day.  Stepped  down  as  Hearst 
Corp.  chairman  March,  ending  23- 
year  reign;  replaced  by  nephew 
George  R.  Hearst  Jr.  Five  family 
branches  (see),  each  20%  beneficiary 
of  trust  estimated  more  than  $5  bil- 
lion. Member  since  1982. 

Fred  A.  Lennon 

$1  billion 

Pipe  fittings,  valves.  Hunting  Valley,  Ohio.  90 
Widowed,  2  children 

Started  at  IBM  in  customer  service, 
then  salesman  for  Cleveland  office 
machine  company.  Met  Cullen  Craw- 
ford, inventor  of  innovative  high- 
pressure  pipe  fitting,  Swagelok. 
Became  partners,  started  Crawford 
Fitting  1947;  quickly  bought  Craw- 
ford out  for  $2,000.  Expanded  using 
control-freak  distribution  system: 
vendors  can  sell  only  Crawford  prod- 
ucts, can  be  terminated  with  60  days' 
notice.  Now  some  140  motivated  dis- 
tributors worldwide.  Premium  prices 
for  superior  products,  often  for  spe- 
cialized uses.  Big  contracts  U.S. 
Navy,  Du  Pont,  etc.  Huge  donor 
Republican  Party.  Company  has  no 
debt,  big  margins:  "an  absolute  cash 
cow."  Fanatically  secretive:  Crawford 
split  into  dozens  of  companies;  work 
spread  among  small  factories,  many 
without  signs  on  buildings,  to  con- 
ceal volume.  Never  talks  to  press. 
Unofficial  company  motto:  "Secrecy 
is  success.  Success  is  secrecy."  Wife 
died  late  last  year;  Lennon  said  to  be 
extremely  ill.  Member  since  1990. 

Winthrop  Paul  Rockefeller 

$1  billion 

Inheritance.  Morrilton,  Ark.  48 
Divorced,  remarried;  7  children 
Great-grandson  of  John  D.  Rocke- 
feller, now  making  a  bid  for  Lieu- 
tenant Governor  of  Arkansas.  "I  have 
two  votes  that  I  know  of:  mine  and, 
I  hope,  my  wife's."  If  elected  he 
hopes  to  help  his  state  recover  from 
Whitewater  and  from  former  Gover- 
nor Tucker's  conviction.  Father 
Winthrop  (d.  1973,  see  Rockefeller 
family)  revitalized  GOP  in  Arkansas, 
was  state's  first  Republican  Governor 
(1967-71)  since  Reconstruction. 
After  brief  marriage  to  Win  Paul's 
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That 


voice 


that's  been  telling  you 

to  diversify 

OVer SeaS  just  started 


hollering 


Janus 
Worldwide 
Fund 

One  Year  34.70% 
Three  Year  21.99% 
Five  Year  21.13% 
Life  of  Fund  (s/9i)  20.69% 

Average  Annual  Total  Returns  for  the  Period  Ended  June  30, 1996 

It's  high  time  to  balance  your  portfolio  with  an 
international  fund.  Basically,  you  have  one  decision  to 
make:  Janus  Worldwide  Fund  (U.S.  and  foreign  stocks) 
or  Janus  Overseas  Fund  (mainly  foreign  stocks). 

They're  both  winners:  Lipper  ranks  Janus 
Worldwide  Fund  #1  out  of  34  global  funds  for  5-year 
performance,  and  Janus  Overseas  Fund  #1  out  of 
296  international  funds  for  performance  over  the 
last  year  (both  periods  ended  June  30, 1996). 

So.  You're  ready  to  go  global.  These  are  the  top  funds  in  their  categories.  Put  off  a 
decision  this  easy  much  longer,  and  your  little  voice  is  liable  to  start  breaking  things. 


Janus 
Overseas 
Fund 

One  Year  35.48% 
Three  Year  N/A 
Five  Year  N/A 
Life  of  Fund  (5/94)  19.1596 

Average  Annual  Total  Returns  for  the  Period  Ended  June  30, 1996 

Start  to  think  big.  wmwmmm  ■jgfiWESfrM  Call  or 

send  for  a  prospectus  containing  more  complete  information,  including  expenses  and 
special  risks  associated  with  foreign  investing  such  as  currency  fluctuations  and  political 
uncertainty.  Please  read  all  the  materials  carefully  before  you  invest  or  send  money. 
Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://www.JanusFunds.com. 


I 


Lipper  Analytical  Services,  Inc.  rankings  and  fund  performance  figures  are  based  on  total  return,  including 
reinvestment  of  dividends  and  capital  gains  for  the  stated  period.  Lipper  ranked  Janus  Worldwide  Fund  #3 
out  of  142  global  funds  for  the  one-year  period  ended  6/30/96.  Past  performance  does  not  guarantee  future 
results^  Your  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than 
at  purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 
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i  cber,    Barbara    (Bobo)  Sears, 
noved  South,  picked  up  927  acres 
(Winrock)  atop  Petit  Jean  Mountain; 

ame  famous  among  cattle  buyers 
for  his  Santa  Gertrudis  stock.  Like 
other  Rockefellers,  philanthropic 
as  well  as  politically  active.  His  foun- 
dation funds  business  development 
projects.  Son  Win  (a  "down-home 
Rockefeller")  set  up  Law  Enforce- 
ment Assistance  Foundation  to  aid 
local  sheriffs;  has  accompanied  area 
police  on  patrol.  Member  since  1982. 

Dirk  Edward  Ziff 

$1  billion 

Inheritance,  investments.  New  York  City.  32 
Single 

Robert  David  Ziff 

$1  billion 

Inheritance,  investments.  New  York  City.  30 
Single 

Daniel  Morton  Ziff 

$1  billion 

Inheritance,  investments.  New  York  City.  24 
Single 

Very  eligible  bachelors.  Ziff  Broth- 
ers Investments,  founded  with  cash 
from  1994  sale  of  papa  William  Ziff 
Jr.'s  publishing  empire,  reportedly 


posting  20%  returns.  Dirk:  Colum- 
bia, Harvard  M.B.A.  Robert:  Har- 
vard, Cornell  Law  (first  in  class, 
passed  New  York  bar  last  year),  for- 
merly vice  president/strategic  plan- 
ning Ziff  Communications,  now 
ZBI.  Daniel:  graduated  Columbia 
B.A.  April,  easing  his  way  in.  Dirk 
(got  advice  from  Richard  Rainwater) 
at  ZBI  helm,  having  snatched  some 
of  Wall  Street's  best  traders.  One  of 
biggest,  youngest  contributors  to 
Democrats:  almost  $500,000  1996. 
Played  guitar  on  recent  Carly  Simon 
tour.  Ziff  fortune  started  by  grand- 
father William  Ziff,  WWI  aviator, 
noted  lecturer,  author,  cofounded 
publisher  Ziff-Davis  1927;  died 
1953.  Son  William  Jr.,  then  24,  now 
66,  took  over:  "I  was  saved  from  a 
life  of  abstraction  by  business." 
Bought  out  partner;  expanded  into 
upwardly  mobile  niches:  Car  & 
Driver,  Boating,  Yachting,  etc.,  ulti- 
mately some  35  magazines,  6  TV 
stations.  Sold  off  magazines  while 
fighting  cancer  1980  to  Rupert 
Murdoch,  CBS  for  total  $713  mil- 
lion; stations  for  about  $  1 00  million 
1983.  Ziff  kept,  built  up  computer- 
related  titles:  PC  Magazine,  PC 
Week,  PC/Computing.  Cancer  in 


remission,  retired  1993,  gave  reins 
to  Dirk  and  Robert  (Daniel  then  in 
college).  Three  boys  owned  90%, 
relatives  rest.  None  interested  in 
publishing.  Auction  of  pieces  of 
business  announced  June  1994;  pro- 
ceeds from  Forstmann  Little,  Thom- 
son Corp.,  AT&T,  Softbank  Corp., 
others  total  $2.1  billion.  Other 
assets  include  REIT,  Starwood  Cap- 
ital Group,  mortgage  hedge  fund 
Ellington  Mortgage  Capital.  All 
told,  brothers  may  have  $4  billion  in 
assets.  Members  since  1994. 


James  Martin  Moran 

$1  billion 

Toyotas.  Hillsboro  Beach,  Fla.  78 
Widowed,  remarried;  3  children 
Recently  invested  in  used-car  mega- 
store  AutoNation  USA,  along  with 
H.  Wayne  Huizenga  (see);  will  com- 
pete with  CarMax.  Pumped  gas  age 
14.  Wangled  own  gas  station,  used- 
car  dealership,  then  Hudson  fran- 
chise. Then  Ford.  Own  early-TV 
spokesman:  "The  Courtesy  Man," 
local  Chicago  idol.  Cancer  diagnosis 
1966,  went  to  Florida.  Remission. 
Acquired  regional  Toyota  distribu- 
torship 1968.  Built  into  world's 
largest  independent:  200,000-plus 

Charles  Schwab 
His  son  was 
diagnosed  as 
dyslexic,  so  he 
and  his  wife 
created  the 
Parents 
Educational 
Resource  Center, 
a  facility  that 
helps  parents 
learn  about 
dyslexia. 
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Mark  H.  McCormack 

Founder,  Chairman  &  CEO 


Our  747s 
depart  on  time 
99.56%* 
of  the  time. 

A 


Your  Needs.  Your  Airline. 


pan  Airlines  understands  your  need  to  be  on  time.  That's  why  everyone 
JAL — from  maintenance  teams  to  pilots,  from  ground  staff  to  cabin 
5w — is  dedicated  to  making  sure  our  flights  depart  on  time.  And 
th  the  world's  largest  fleet  of  747s,  JAL  offers  you  world  class 


comfort  and  service  wherever  you  journey  with  us.  This 
philosophy  that  your  needs  come  first  has  made  Japan  Airlines  the 
preferred  airline  of  many  of  the  most  experienced  business  travelers 
to  Asia  for  over  40  years.  Call  1-800-JAL-FONE  for  more  information. 


"Based  on  a  1996  report  from  The  Boeing  Company  for  all  1995  ticke'ed-passenger  departures,  where  on-time  flights  afe  defined  as  having  no  delays  beyond  15  minutes,  no  cancellations,  no  air  turn-backs  nor  diversic 


LANTA  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 


J4"- 


Japan  Airlines 


A    WORLD    OF  COMFORT 


sold  annually.  Tax-evasion  con- 
viction 1984;  many  lawsuits  charged 
trong-arming  of  dealers:  $150  mil- 
lion settlements.  Japanese  renewed 
franchise  ahead  of  schedule  1993. 
Reportedly  cleaned  up  act.  Daughter 
Pat  Moran  president,  CEO  family 
business,  JM  Family  Enterprises,  Inc. 
Member  since  1989. 

Jack  Crawford  Taylor  and  family 

$1  billion 

Enterprise  Rent-A-Car.  St.  Louis.  74 
Divorced,  remarried;  2  children 
Biggest  fleet  of  all  rental  car  agencies. 
Left  Washington  U.  to  be  Navy  ace; 
flew  fighters  from  aircraft  carrier 
U.S.S.  Enterprise  in  WWII.  After  war, 
sold  cars,  became  regional  Cadillac 
distributor.  Took  50%  pay  cut  to  start 
own  car-leasing  business  with  boss. 
"If  I  failed,  I  figured  that  I  could 
always  do  something  else."  Offered 
rentals  as  temporary  replacements  for 
stolen,  wrecked  cars.  Business 
boomed  in  1970s  after  courts  made 
insurance  companies  pay  for  replace- 
ment rentals.  Stayed  out  of  crowded, 
competitive  airport  markets.  Empha- 
sizes training,  motivation  of  employ- 
ees. Son  Andy,  48,  now  president  and 
CEO,  started  working  for  Dad 
"as  soon  as  I  could  drive."  Tripled 
revenue  in  five  years  1991-95.  At 
1996  fiscal  year-end,  July  31,  total 
revenues:  $3  billion.  Member  since 
1990. 

Steven  Allen  Spielberg 

$1  billion 

Movies.  Palisades,  Calif.  48 
Divorced,  remarried;  5  children 
Hollywood's  most  commercially  suc- 
cessful director.  Son  of  GE  engineer 
and  concert  pianist,  ran  kiddie  movie 
house  in  Scottsdale,  Ariz,  living 
room.  Mom:  "We  all  worked  for 
Steve."  Sneaked  onto  Universal  lot  to 
watch  filming  age  16.  With  $400 
borrowed  from  father,  made  first  fea- 
ture-length film,  Firelight;  grossed 
$500.  Snubbed  by  top  film  schools, 
left  Cal  State  Long  Beach  after  3 
years,  signed  with  Universal  at  $275 
a  week  directing  TV  shows.  Then 
Jaws  1975.  Midas  touch  ever  since: 
Raiders  of  the  Lost  Ark,  Close  Encoun- 
ters of  the  Third  Kind,  E.T.,  etc.  Best 
deal  in  Hollywood:  little  upfront 
salary,  huge  slice  of  revenues,  profits. 
Paid  off  with  Jurassic  Park,  biggest- 


Steven  Spielberg  and  mother 
Hollywood's  top  director  has  a  new 
vanity  plate  in  DreamWorks  SKG.  But 
18  months  after  its  formation,  there's 
little  to  show  for  all  the  fanfare. 


grossing  film  ever:  thought  to  have 
pocketed  over  $300  million.  Formed 
DreamWorks  SKG  with  David  Geffen 
and  Jeffrey  Katzenberg  (see  both) 
1994;  nothing  yet  delivered  but 
extraordinary  hype.  First  appeared  on 
list  1987. 

Carl  Ray  Pohlad  and  family 

$1  billion 

Banking,  investments.  Minneapolis.  81 
Married,  3  children 

Wants  taxpayers  to  fund  new  base- 
ball-only stadium;  downplaying 
recent  speculation  that  he'll  move 
moneylosing  and  injury-prone  base- 


ball Twins  from  Minneapolis  if  they 
refuse.  Grew  up  in  West  Des 
Moines,  Iowa.  Father  was  a  railroad 
brakeman;  mother,  laundress.  Carl 
to  Gonzaga  University  on  football 
scholarship;  dropped  out.  Sold  used 
cars;  decorated  fighter  in  WWII. 
Found  his  calling  when  brother-in- 
law,  bank  chief  executive  officer, 
died:  Carl  stepped  in  1955;  built 
banking  fortune.  Bought  Pepsi  bot- 
tler 1970s.  Diversified  into  candy, 
snack  foods.  Sold  bottling  1986, 
food  1990.  Now  he's  back  in  bot- 
tling and  distribution  in  Little 
Rock,  New  Orleans,  Memphis;  also 
medical  and  pension  benefits 
processor  DCA.  Tried  ill-fated  hair 
care  partnership:  lawsuits,  bank- 
ruptcy. Banks  healthy,  expanding 
into  Texas,  New  Mexico,  California. 
Member  since  1984. 


198 


Forbes  400  ■  October  14,  1996 


v  y«m 


A  LaVieflle  Russi( 

A  RUBY  IS  TO  A  SAPPHIR 
AS  AN  EMERALD  IS  TO  AI 
AQUAMARINE. 

Gemstones  come  in  traditional  colors.  Howevi 
these  "traditional"  colors  are  usually  not  tl 
only  colors  that  exist  for  these  gems.  Often  son 
of  the  most  interesting  colors  are  used 
antique  jewelry. 

A  corundum  by  any  other  name  is  still  a  corundun. 


when  red,  it  is  called  RUBY.  When  it  is  blur,  it 
called  SAPPHIRE.  Sapphires  need  not,  howev< 
be  blue  -  any  color  of  the  rainbow  will  do 
except  red.  Corundum  also  can  have  a  natui 
'star'  in  it  depending  on  the  angles  of  the  silk-] 
inclusions.  Shown  here  (lower  left)  are  many 
the  varieties  of  corundum.  The  rubv  conta 
chromium  and  aluminum  while  blue  sapphir 
contain  titanium  and  iron.  Iron  and  aluminu 
will  give  the  sapphire  yellow,  and  purple  sa 
phires  have  chromium,  titanium  and  aluminun 
A  garnet  -  in  any  other  color  -  is  still  a  garnet  -  wh 
it  is  red,  it  is  understood.  However,  in  the  nir 
teenth  century  (during  the  reign  of  Alexander 
of  Russia  1881-1894)  the  green  variety  was  d 
covered  and  was  called  'demantoid'  (demon-lik 
because  they  thought  that  the  devil  had  changi 
the  color.  (The  most  popular  myth  for  the  origin 
the  name  is  'diamond  like',  something  quite  : 
from  actuality.)  This  green  is  due  to  calcium  ai 
iron.  Today  there  are  other  green  varieties  as  w 
as  other  reddish  varieties  such  as  the  'hessoni 
shown  here  (upper  left).  The  hessonite  garr 
contains  calcium,  the  pyrope  contains  mangane 
and  the  almandite  contains  iron. 
A  diamond  is  a  diamond  is  a  diamond  -  and  is  pre 
ably  one  of  the  most  commonly  used  gems  in  je' 
elry  manufacturing  through  the  ages.  Howev 
as  can  be  seen  from  the  pieces  shown  here  (upp 
right),  the  color  can  be  dramatically  different.  Yi 
can  have  bright  yellows  to  black  to  green,  bl 
and  even  pink  and  red.  The  colors  of  diamon 
are  seemingly  endless.  When  nitrogen  is  presei 
you  get  a  yellow  diamond;  and  when  you  ha 
boron,  you  get  a  blue  diamond. 
Pearls  -  coral  -  turquoise  -  topaz  -  spinel  -  shov 
in  the  picture  (bottom  right).  There  are  numeroi 
other  materials  which  man  has  used  througho 
time;  these  include  turquoise  used  in  both  t 
snake  necklace  (English  circa  1845)  and  the  di 
mond  cluster  ring  (English  1880).  Turquoise  w 
popular  not  only  in  Europe  (usually  Persian 
origin)  but  also  in  the  United  States  with  the  ev 
increasing  interest  in  Native  American  ai 
Hispanic  cultures — especially  in  the  Southwe 


.an  old  firm  in  the  modern  world. 
145  years  young. 


Capitalist  Jewel 

seas  have  also  provided  us  with  materials 
ch  have  been  widely  used,  and  still  are  to  this 

These  include,  among  others,  coral,  which  is 
skeletal  remains  of  a  sea  animal  colony  built 
from  calcite  with  a  color  that  can  vary  from 
t  to  dark  orange  to  red.  The  example  shown 
1  is  a  coral  and  diamond  brooch  carved  as  a 
i  (English  circa  1885).  Another  example  is  the 
ah  brooch,  which  comes  from  Russia  at  the 

of  the  19th  century.  The  pearl  also  comes  in  a 
-  ety  of  colors  and  shapes.  This  is  shown  by 

two  necklaces  of  golden  pearls  pictured 
om  right.  The  different  colors  of  pearls  are 
sed  by  impurities  that  can  exist  in  the  water. 

shape  of  the  pearl  itself  is  also  not  always 
form,  and  sometimes  a  piece  of  jewelry  is  cre- 
1  around  this  baroque  shape.  An  example  of 

is  the  snail  brooch  (English  circa  1950).  The 
^r  type  of  pearl  shown  in  this  picture  is  the 

k  pearl'  or  'conch  pearl'.  These  pearls  come 
h  the  conch  shell  mollusk  around  the  Florida 
s,  producing  pearls  like  the  ones  used  in  the 
iquise  shaped  diamond  cluster  ring  (English 
ft  189(1). 

I  spinel  was  for  many  years  confused  with  the 
y  and  known  as  'spinel  rubies'.  The  reason  is 

they  are  found  with  the  corundum  gems  in 
gravel  beds  of  Burma  and  Ceylon.  Spinel  also 
ies  in  a  variety  of  colors  including  orange,  yel- 

and  blue,  however,  the  most  prized  color 
ig  a  transparent  red.  (Square-cut  spinel  and 
nond  ring  bottom  left.) 

az,  or  precious  topaz  as  it  is  sometimes 
wn,  is  the  color  of  sherry  wine  and  was  wide- 
sed  during  the  Victorian  period  and  earlier.  It 
t  comes,  rarely,  in  a  rich  red  color  (diamond 
Iter  ring — bottom  left). 

y\:  aquamarine  and  emerald  are  two  varieties 
his  stone.  Both  are  beryl,  as  is  a  wonderful 
K  variety  called  'Morganite'. 

?refore,  a  ruby  is  to  a  sapphire  as  an 
l!?rald  is  to  an  aquamarine! 


me  our  founding  in  Kiev  in  1851  as  a  family 
llness,  we  are  proud  of  our  145  years  in  the 
11  of  art  and  jewelry.  These  145  years  have 
led  to  our  expertise,  and  we  invite  you  to  visit 

} shop — at  the  corner  of  Fifth  Avenue  and  59th 
et.  This  is  really  the  best  way  you  can  see  the 
ety  of  what  we  have  to  offer.  We  would  wel- 
e  your  visit  or  any  inquiries  you  may  have. 


look  forward  to  that  visit- 
years. 


-and  to  the  next 
©1996 


A  LA  VIEILLE  RUSSIE 

(AH  LAH  VEE-AYE  ROOSE) 
781  Fifth  Avenue,  New  York,  NY  10022 
)  752-1727    Russianarr'  AIVRl@AOL.COM 
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rederick  (Ted)  Woodruff  Field 

$975  million 

inheritance,  media.  Beverly  Hills.  44 
Divorced  4  times,  5  daughters 
Scion  of  Marshall  Field,  store  clerk 
who  built  Marshall  Field  &  Co.  into 
world's  largest  department  store. 
Grandson  Marshall  III  sold  1941, 
started  Chicago  Sun,  added  Times 
1947;  later  TV,  cable.  Marshall  IV 
inherited;  died  1965.  Ted  raised  by 
mother  in  Chicago,  Alaska.  Clashed 
with  half-brother  Marshall  V,  liqui- 
dated company.  Stint  racing  cars.  To 
Hollywood  to  start  Interscope  movie 
company,  record  label.  Sold  51% 
movie  company  to  PolyGram  1992, 
the  rest  1995,  but  still  produces 
(Jumanji,  Mr.  Holland's  Opus).  Sold 
50%  record  label  to  Time  Warner  for 
$125  million;  bought  back  at  dis- 
count after  Time  Warner  attacked  for 
Interscope's  "gangsta"  lyrics.  Sold 
50%  months  later  to  MCA  for  $200 
million.  Member  since  1982. 


The  average  net  worth 
of  The  Forbes  Four 
Hundred  is  $1.2  billion. 

Edward  Lewis  Gaylord 

$975  million 

Broadcasting,  newspapers. 
Oklahoma  City.  77 
Married,  4  children 

Rumors  persist  that  Gaylord  may  sell 
out  to  Westinghouse,  other  media 
giants;  no  deal  yet.  For  years  in 
shadow  of  father  E.K.,  who  bought 
into  Daily  Oklahoman  1903;  became 
state  power  broker.  Added  TV,  radio, 
more  newspapers.  E.L.  took  over  at 
father's  death  1974,  age  101.  Lover 
of  country  music,  bought  Grand  Ole 


Opry,  Opryland  USA,  Nashville 
(cable)  Network  1983.  Made  over 
$100  million  exchanging  Telerate 
stock  for  Dow  Jones  shares,  report- 
edly sold  for  additional  $50  million 
gain  1993.  Took  Gaylord  public 
1991.  Ed  and  family  control  36  mil- 
lion shares.  Member  since  1982. 


W.  Duncan  MacMillan 

$975  million 

Cargill,  Inc.  Wayzata,  Minn.  66 
Married,  4  children 

John  Hugh  MacMillan  III 

$975  million 

Cargill,  Inc.  Hillsboro  Beach,  Fla.  68 
Twice  divorced,  remarried;  9  children 

Marion  MacMillan  Pictet 

$975  million 

Cargill,  Inc.  Hamilton,  Bermuda.  64 
Divorced,  1  surviving  child 

Whitney  MacMillan 

$975  million 

Cargill,  Inc.  Minneapolis.  67 
Married,  2  children 

Cargill  MacMillan  Jr. 

$975  million 

Cargill,  Inc.  Wayzata,  Minn.  69 
Divorced,  remarried,  4  children 

Pauline  MacMillan  Keinath 

$975  million 

Cargill,  Inc.  St.  Louis  64 

Married,  4  children 

Inheritance.  Cargill,  Inc.,  world's 
largest  grain  trader.  Control  split 
among  3  family  branches,  including 
James  R.  and  Margaret  Cargill  (see). 
Duncan  MacMillan:  with  Cargill  since 
1953,  director  since  1966;  vice  chair- 
man Waycrosse,  Inc.,  family  invest- 
ment firm.  Wrote  2 -volume  family  his- 
tory. John  Hugh:  not  active  in 
company.  Barge  company  in  bank- 
ruptcy. Sister  Marion:  owns,  manages 
real  estate  holdings  worldwide,  many 
farming  related.  Whitney  MacMillan: 
noted  expert  on  East -West  commercial 
relations;  various  U.S.,  international 
positions  with  company;  CEO  1977  to 
August  1995.  Brother  Cargill:  senior 
VP  Cargill  1973-88.  Retired,  still 
active  in  company  affairs.  Philanthrop- 
ic interests,  public  TV,  banks.  Sister 
Pauline:  quiet  lifestyle,  works  with 
handicapped  children.  Not  active  in 
company.  Members  since  1984. 


James  H.  Clark 
He's  made  a 
couple  of 
fortunes  with 
Silicon  Graphics 
and  Netscape 
but  won't  give 
his  old  man  a 
dime.  Now  he's 
at  it  again,  this 
time  with  his 
new  startup, 
Healtheon. 


Charles  Feeney 

$975  million 

Duty  Free  Shoppers.  London.  65 
Married,  5  children 

Feeney  investment  vehicle  General 
Atlantic  Partners  reaped  $173  mil- 
lion 1995  after  Computer  Associates 
bought  software  company  Legent 
Corp.  As  Cornell  student  supple- 
mented his  GI  Bill  income  by  selling 
sandwiches  to  students  who  were 
studying  at  night.  Opened  duty-free 
shop  with  Cornell  hotel  administra- 
tion classmate  Robert  Miller  in 
Hong  Kong  1960.  Targeted  Japan- 
ese tourists;  rewarded  tour  guides 
with  hefty  commissions.  DFS  became 
the  world's  largest  duty-free  retailer. 
Retired  from  day-to-day  operations 
1970s  to  manage  investments  from 
huge  cash  flow.  Also  InterPacific: 
owns,  manages  South  Pacific  hotels, 
resorts.  Duty  Free  Shoppers  strug- 
gling with  weak  Japanese  tourism, 
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changing  demographics.  Described 
as  reclusive,  high-strung,  fast  talker. 
Member  since  1988. 

Bob  John  Magness 

$960  million 

TCI.  Englewood,  Colo.  72 
Widowed,  remarried;  2  children 
Born  Oklahoma;  rancher,  cottonseed 
seller.  Patton's  Third  Army.  Started 
cable  system  west  Texas  1955.  Strat- 
egy: create  systems  in  small  towns, 
rural  areas,  depreciate,  sell;  buy  larger 
systems.  Recognized  managerial 
shortcomings  in  self;  hired  brilliant 
strategist,  hard  negotiator  John 
Malone  (see)  as  CEO.  Magness  chair- 
man. Tele-Communications,  Inc. 
now  largest  U.S.  cable  owner  and 
operator,  14  million  subscribers.  Led 
1987  bailout  of  Ted  Turner  (see), 
came  away  with  Turner  stock,  soon 
to  be  Time  Warner  stock.  Spun  off 
cable  programmer  Liberty  Media 


1991;  reacquired  1994;  spun 
off  tracking  stock  1995.  Also  stake  in 
Discovery  Communications,  United 
Video  Satellite  Group  (see  Flinn), 
Home  Shopping  Network,  etc.  Con- 
stant target  of  Justice  Department, 
FTC;  long-awaited  IRS  approval 
finally  granted  enabling  TCI  to  buy 
Viacom  cable  systems;  way  also 
cleared  for  Time  Warner/Turner 
Entertainment  merger.  Magness 
raises  cattle,  horses;  collects  Western 
art.  Member  since  1985. 

Charles  Bartlett  Johnson 

$960  million 

Mutual  funds.  Hillsborough,  Calif.  63 
Married,  6  children 

Rupert  Harris  Johnson  Jr. 

$765  million 

Mutual  funds.  Hillsborough,  Calif.  56 
Married 

Half-brothers.  Their  Franklin  Resources 


(named  after  Ben  Franklin  for  his 
common  sense,  frugality)  recently 
bought  Heine  Securities  for  $610 
million  from  value  investor  Michael 
Price  (see).  Firm  founded  in  1947  as 
Franklin  Distributors,  Inc.  by  Rupert 
Johnson  Sr.  Son  Charles  took  over 
fund  management  company  with  $2 
million  assets  1957.  Went  public  as 
Franklin  Resources  1970;  now 
nation's  fifth-largest  mutual  fund 
company  with  over  $147  billion 
under  management.  Pioneered  tax- 
free  state  bond  funds.  Acquired 
U.K.-based  (Sir  John)  Templeton, 
Galbraith  &  Hansberger  for  $913 
million  1992.  Charles:  Yale  grad, 
now  Franklin  president.  Rupert: 
executive  vice  president.  Members 
since  1992. 

Donald  John  Tyson 

$950  million 

Tyson  Foods  Inc.  Springdale,  Ark.  66 
Married,  3  children 

John  Tyson  founded  Tyson  Feed  & 
Hatchery  during  Depression.  Went 
public  as  Tyson  Foods  1963.  Son 
Don  left  U.  of  Arkansas  senior  year 
to  join  company  1952;  took  helm 
with  half  brother  Randal  (d.  1986) 
when  father  died  in  car-train  wreck 
1967.  Company  boosted  by  1980s 
health-conscious  craze  as  consumers 
turned  from  red  meat  to  poultry. 
Growth  by  acquisition:  built  only  6 
of  78  plants.  Largest  takeover  1989: 
Holly  Farms  at  $1.5  billion. 
Corporate  goal:  "Provider  of  protein 
at  the  center  of  the  plate."  Expanded 
beyond  poultry:  acquired  Arctic 
Alaska  Fisheries  1992  for  $243  mil- 
lion; also  pork  interests.  But  chicken 
still  star  performer.  Today  nation's 
leading  supplier  with  23%  U.S. 
chicken  market,  over  $5  billion  sales; 
major  accounts  with  likes  of 
McDonald's,  Kentucky  Fried 
Chicken.  Ships  to  43  countries, 
including  70%  of  all  U.S.  chicken 
exported  to  Japan.  Don  stepped 
down  as  chairman  April  1995; 
remains  senior  chairman.  Member 
since  1986. 

Carl  Celian  Icahn 

$950  million 

Finance.  New  York  City.  60 
Divorced,  2  children 

Back  in  saddle:  purchased  4.8%  stake 
(with  investor  Bennett  LeBow)  in 
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RJR  Nabisco  to  force  Nabisco  spin- 
;  if;  proxy  suits  follow.  Severs  LeBow 
buys  more  RJR;  stock  price 
doesn't  budge.  Also  investing  in 
cheaply  priced  oil  companies:  10% 
stakes  in  National  Energy,  Alexander 
and  Pananco.  Grew  up  middle  class, 
NYC's  Queens.  Schoolteacher 
mother;  father  frustrated  opera 
singer,  cantor  at  local  synagogue, 
read  Schopenhauer  to  Carl.  Princeton 
scholarship;  medical  school  dropout. 
To  Wall  Street  with  $4,000  poker 
winnings.  In  1962  crash  had  to  sell 
convertible.  Borrowed  $400,000  for 
NYSE  seat  1968;  bought  into  firms 
that  had  to  improve,  spin  off  pieces 
or  buy  him  out.  In  1980s  ACF, 
TWA,  USX,  Texaco.  Lately,  debt 
restructurings,  often  pitted  against 
fellow  vulture  investor  Leon  Black. 
TWA  shaky  after  recent  crash;  Icahn 
trying  to  recoup  his  $200  million. 
Member  since  1987. 


Leonard  Samuel  (Sam)  Skaggs  Jr. 

$950  million 
American  Stores  Co. 
Salt  Lake  City.  73 
Married,  4  children 

Skaggs  recently  threatened  to  unload 
his  18%  American  Stores  stake,  insti- 
gate management  shakeup  a  year 
after  stepping  down  as  chairman. 
Wall  Street  unenthusiastic.  Sam's 
grandfather,  Baptist  minister,  found- 
ed Skaggs  Cash  Store  in  1915  to  help 
congregation.  Run  by  6  brothers, 
acquired  Safeway  supermarkets. 
Father  bought  Pay  Less  Drug  Stores 
1939  with  Safeway  shares.  Sam  took 
over  in  1950,  built  second-largest 
U.S.  grocery  and  drug  chain.  Other 
holdings:  Acme  Markets,  Jewel 
Food  Stores,  Osco  Drug,  and  Sav  on. 
Pioneered  supermarket-drugstore 
combo  with  Joseph  Albertson  (see 
Kathryn  Albertson)  1969.  Partner- 
ship dissolved  amicably  in  1977. 
Merged  with  American  Stores  Co.  in 
1979.  Remains  as  director,  pest  to 
company.  Member  since  1983. 

Charles  B,  Wang 

$940  million 

Computer  Associates.  New  York  City.  52 
Married,  2  children 

Once  little-known,  now  second- 
largest  independent  software  publish- 
er with  $3.5  billion  sales;  trails  only 
Microsoft.  Born  Shanghai,  fled  to 


U.S.  with  family  1952.  Early  years:  "I 
know  what  it  is  to  be  hungry."  Older 
brother  to  Yale,  Cornell  Law; 
Charles,  Queens  College  grad. 
Became  programmer:  "I  still  love  the 
technology  better  than  the  business." 
Worked  at  Columbia  U.,  Standard 
Data  Corp.;  founded  Computer 
Associates  with  staff  of  four  1976; 
today  about  9,000  employees.  Sold 
software  for  mainframe  computers. 
Purchased  CA's  Swiss  parent  compa- 
ny 1980  for  $2.8  million.  Brother 
Anthony  joined  as  president;  IPO 
1981.  Ruthless  growth  strategy: 
more  than  60  acquisitions  in  20 
years.  Hit  $1  billion  sales  1989. 
Wrote  book,  Techno  Vision,  on  keep- 
ing companies  high-tech,  lean,  effi- 
cient. Brother  resigned  1992. 
Entered  client-server  software  market 
1993;  mainframe  software  still  bulk 
of  revenue.  Employee  perks:  Montes- 
sori  day-care  center;  breakfast  provid- 
ed in  offices.  Bans  E-mail  at  work 
during  prime  hours.  Stronghold: 
acquired  competitor  Legent  Corp.  for 
$1.8  billion  1995.  Wang,  chairman 
and  chief  executive,  returned  to  China 
last  fall  for  first  time  since  fleeing  43 
years  before.  Member  since  1995. 


Mary  Anselmo  and  family 

$930  million 
(see  page  208) 


113  members  of  The 
Forbes  Four  Hundred 
have  inherited  their 
fortunes. 


Henry  R.  Rravis 

$925  million 

LBOs.  New  York  City.  52 

Twice  divorced,  remarried;  2  children 

George  R.  Roberts 

$925  million 

LBOs.  San  Francisco  area.  52 
Married,  3  children 

These  cousins  and  partners  pulled  in 
massive  gains  this  year  in  several  deals, 
including  a  $3.7  billion  return  on 
their  $350  million  investment  in 
Duracell,  purchased  by  Gillette  in 
mid-September.  With  mentor  Jerome 
Kohlberg  (see)  left  Bear,  Stearns  1976 
to  form  Kohlberg  Kravis  Roberts. 
Little  firm  quickly  went  after  big  fish: 
bought  Houdaille  Industries  1979  for 
$370  million;  bought  Wometco 
1984,  first  $1  billion  buyout.  Others: 
Storer  Communications,  Safeway, 
Beatrice,  Owens-Illinois,  Walter 
Industries.  Kohlberg  left  KKR  1987 
after  friendly  "bootstrap"  deals  turned 
into  mammoth,  hostile  takeovers. 
KKR's  modus  operandi:  big  deals, 
low  risk,  big  fees — often  20%  of  prof- 
its, 1%  investment  banking  fee,  1.5% 
management  fee,  etc.  Sometimes  risk 
just  1%  of  buyout  equity.  Bit  off  too 
much  in  1988  LBO  of  RJR  Nabisco, 
still  history's  biggest  at  $26.4  billion. 
RJR  floundered,  KKR  slowly  sold  off 
until  1994,  when  traded  last  RJR 
stock  in  to  buy  Borden  in  hopes  of 
milking  Elsie  the  Cow.  Greener  pas- 
tures with  American  Reinsurance: 
bought  1992  for  $300  million  from 
Aetna,  public  4  months  later  3  times 
purchase  price,  Munich  Re  paying  $4 
billion  for  company,  $1.7  billion 
profit  for  KKR.  Other  recent  deal,  K- 
III  Communications,  flat  since  IPO. 
Henry:  now  with  third  wife,  Marie- 
Josee  Drouin.  Chairman  of  $53  mil- 
lion New  York  City  Investment  Fund 
for  economic  development.  Keeps 
high  social  profile  NYC,  gives  big  to 
Metropolitan  Museum.  George: 
keeps  low  profile,  stays  away  from 
NYC,  runs  West  Coast  office.  Mem- 
bers since  1986. 


Leonard  Norman  Stern 

$925  million 

Pet  supplies,  real  estate.  New  York  City.  58 
Divorced,  remarried;  3  children 
Decides  to  give  away  once-venerable 
Milage  Voice  for  free  in  Manhattan 
1996;  decision  cheers  sales  staff, 
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demoralizes  editorial.  Funds  son 
Emanuel's  $45  million  SoHo  bou- 
tique hotel;  first  hotel  in  upscale  art 
gallery  neighborhood  in  100  years. 
Father  from  Germany  with  2,100 
canaries  1926.  Leonard  took  over 
floundering  Hartz  Mountain  1959, 
built  pet  supplies  semi-monopoly; 
antitrust  fines.  Bought  N.J.  Mead- 
owlands  acreage  from  1963:  devel- 
oped 33  million  commercial  square 
feet.  Took  Hartz  public  1972,  pri- 
vate 1979.  Paid  $55  million  for  Vil- 
lage Voice  1985.  Gave  alma  mater 
NYU  $30  million  1988,  name  now 
on  business  school.  Sold  Harmon 
Publishing  for  $104  million,  says  over 
$60  million  profit.  Bought  Los  Ange- 
les weekly;  then  launched  Orange 
County  weekly.  Sons  Edward, 
Emanuel  taking  over  day-to-day 
management.  Member  since  1982. 

J.  Paul  Getty  Jr. 

$925  million 
Inheritance.  London.  64 
Divorced,  widowed,  remarried; 
4  children  by  first  wife,  1  by  second 
Third  son  of  oil  baron  Jean  Paul 
Getty  (d.  1976)  (see  other  Gettys). 
Ran  Getty  Oil  Italian  operations; 
got  into  Sixties  counterculture, 


drugs.  Divorced;  married  actress 
Talitha  Pol  1966.  Became  addicts; 
she  died,  heroin  overdose,  1971. 
Namesake  son  kidnapped  1973;  ear 
cut  off  in  ransom  demand.  Became 
virtual  recluse.  Recovered  recent 
years;  married  companion,  former 
model.  Cricket  enthusiast,  collector 
rare  books.  Major  philanthropist: 
$200  million  in  decade.  Paid  to  pre- 
vent British  national  treasures  from 
going  to  Getty  Museum,  Malibu, 
Calif.  Partially  controls  $1.3  billion 
trust,  other  assets.  First  appeared  on 
list  in  1985. 

Clemmie  Dixon  Spangler  Jr. 

$915  million 

Investments.  Chapel  Hill,  N.C.  64 
Married,  2  children 

Father  left  farm,  started  construction 
company;  built  motels,  helped  found 
bank  that  foundered.  "Dick"  Jr.  after 
UNC  and  Harvard  M.B.A.  spent  2 
years  in  U.S.  Army.  President  CD. 
Spangler  Construction  1958.  Devel- 
oped Golden  Eagle  motel  chain;  sold 
off  1970s,  1980s.  Sold  bank  started 
by  father  to  NCNB  1982.  Director 
of  NCNB  1983-86  now  Nations- 
Bank; wife,  Meredith,  a  director. 
Together,  largest  single  shareholders 


Walter  Annenberg 

America's  most  generous  philan- 
thropist, here  receiving  an  honorary 
degree  from  Harvard,  with  Vietnam 
War  Memorial  architect  Maya  Lin. 


(over  8  million  shares).  NationsBank 
currently  fifth-largest  U.S.  bank  with 
$192  billion  in  assets.  Recent  acqui- 
sitions: CSF  Holdings  (Florida's 
largest  S&L)  for  $516  million  1995; 
Florida-based  Chase  Federal  Bank 
and  parent  TAC  Bancshares  for  $280 
million  expected  1996.  Spangler 
bought  2  million  shares  RJR  before 
1989  KKR  buyout;  also  stake  in  Jef- 
ferson-Pilot. Not  all  business:  Chair- 
man N.C.  State  Board  of  Education 
1982-86.  Now  president  154,000- 
student  UNC:  "best  job  in  North 
Carolina."  Repairs  antique  English 
grandfather  clocks;  backpacks  sum- 
mers in  Rocky  Mountains.  Member 
since  1990. 

Kit  Goldsbury 

$900  million 

Salsa.  San  Antonio,  Tex.  52 
Divorced,  2  children 

The  salsa  king.  Sold  Pace  Picante 
Sauce  to  Campbell  Soup  1995  for 
$1.1  billion.  Political  science  major 
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If  we  had  'em,  we'd  move  'em. 

■  What  exactly  is  standing  between  Mississippi 
and  the  number  one  spot  on  your  site  list?  We 
want  to  know.  Because,  no  matter  how  insur- 
mountable that  obstacle  might  seem,  there's  a 
very  good  chance  we  can  do  something  about  it. 

■  Call  1-800-340-3323,  and  well  tell  you  a  little 
more  about  Mississippi,  our  incentives  and  the 
aggressively  pro-business  environment  we've 
created.  You'll  see  that  with  the  right  attitude, 
just  about  anything  is  possible. 


Mississippi.  We  can  do  that 


Mississippi  Department  of  Economic  and  Community  Development  •  PO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www  mississippi.org 


IS 


Mary  Anselmo  and  family 

$930  million 

PanAmSat  Corp.  Greenwich,  Conn.  67 
Widowed,  3  children 

Late  husband  Reynold  (Rene)  Anselmo  (d.  1995)  was  born  in  Boston, 
moved  to  Mexico  to  direct,  produce  shows  for  TV,  theater  after  serving  as 
marine  in  WWII.  Befriended  Emilio  Azcarraga  Milmo,  heir  to  Televisa 
media  empire.  Azcarraga's  father  sent  Anselmo  back  to  U.S.  1963  to  help 
run  new  Spanish-language  TV  network.  Given  equity;  bought  part  of  5 
Spanish-language  stations  in  U.S.  Concerns  about  FCC  foreign  ownership 
rules  prompted  partners  to  sell;  personally  netted  $100  million.  Moved  into 
satellites:  spent  $65  million  to  build,  insure,  launch  first  privately  owned 
international  telecommunications  satellite.  Took  company  public  last  year, 
but  didn't  survive  to  see  it:  died  2  days  before  IPO,  at  age  69.  PanAmSat 
now  4  satellites;  stock  left  to  wife,  children  and  grandchildren. 


Trinity  U.  (San  Antonio)  1966.  Mar- 
ried daughter  of  David  Pace,  son  of 
jellymaker  from  Louisiana  who 
invented  own  hot  and  spicy  salsa — 
"Syrup  of  the  Southwest" — after 
WWII.  Kit  joined  company  1966, 
started  in  production,  then  sales, 
oversaw  20%  annual  sales  increases 
1980s.  Pace's  appeal:  low-cal  alterna- 
tive to  high-fat  condiments;  surpassed 
ketchup  sales  in  U.S.  1992.  Kit 
bought  father-in-law  out  1982,  then 
ex-wife  in  1991  divorce.  Spanish- 
speaking,  private,  said  to  be  investing 
conservatively.  Member  since  1995. 


David  Sun 

$900  million 

Memory  boards.  Fountain  Valley,  Calif.  46 
Married,  2  children 

John  Tu 

$900  million 

Memory  boards.  Fountain  Valley,  Calif.  56 
Married,  2  children 

Kingston  Technology.  In  August 
partners  agreed  to  sell  80%  of  mem- 
ory-board maker  to  Japan's  Softbank 
for  $1.5  billion.  Both  immigrants, 
founded  first  memory  company, 
Camintonn,  1982.  Sold  to  AST  for 
$6  million  1986.  Lost  most  of  prof- 
its in  1987  stock  market  crash. 
Started  Kingston  to  make  it  back. 
Perfect  timing:  tapped  boom  in 
demand  for  memory  upgrades; 
topped  $1.2  billion  sales  1995. 
Kingston's  creed:  buy  memory  chips 
in  bulk,  subcontract  board  assembly, 
make  money  on  economies  of  scale, 
focus  on  customer  service.  Kingston 
relatively  immune  to  chip  sector 
volatility.  Known  for  handshake 
deals  ("trust  everyone"),  Sun  and  Tu 
will  continue  to  run  company  after 
sale.  Members  since  1995. 


Robert  Henry  Dedman  Sr. 

$900  million 

Country  clubs.  Dallas.  70 
Married,  2  children 

Grew  up  Arkansas  poor;  to  Texas 
during  teens.  Earned  economics, 
engineering  degrees,  L.L.B.  from  U. 
of  Texas  while  selling  insurance  and 
real  estate  and  serving  as  commis- 
sioned Navy  officer.  Lawyer.  Opened 
Brookhaven  Country  Club  as  sideline 
1957.  Profitable;  others  sold  him 
clubs  to  get  professional  manage- 
ment. Added  city  clubs  1965.  Now 


ClubCorp  International:  83  country 
clubs,  79  city  clubs,  40  public,  25 
athletic  and  9  resort  properties 
worldwide.  Also  banking:  Texas  S&L 
Franklin  Federal  Bancorp.  Son  Bob 
Jr.  president,  heir  apparent.  Bob  Sr. 
gives  millions  to  health  and  educa- 
tion. Member  since  1985. 


Roberto  Goizueta 

$870  million 
Coca-Cola.  Atlanta.  64 
Married,  3  children 

No  rest  for  archrival  PepsiCo:  Coke 
steals  Pepsi's  leading  Venezuelan  bot- 
tler in  August.  Son  of  rich  Cuban 
sugar  farmer;  Yale  grad.  Answered 
newspaper  ad  for  bilingual  chemist  at 
Coca-Cola  1954.  Fled  Castro  1961 
with  wife,  kids,  $20:  "I  wanted  to  see 


if  I  was  worth  anything  or  was  just  my 
father's  son."  Protege  of  Coke  patri- 
arch Robert  Woodruff  (d.  1985). 
Chair  and  CEO  1981.  Introduced 
Diet  Coke  1982.  Intense,  hands-on 
CEO.  As  Coke's  market  cap  went 
from  $5  billion  (1971)  to  $120  billion 
(1996),  well  compensated:  last  year 
$4.88  million  salary  and  bonus;  plus 
options,  restricted  stock,  "performance 
and  incentive  units."  Granted  options 
on  1  million  shares  as  "last  equity 
award"  after  "remarkable"  growth 
during  tenure.  Coke,  world's  leading 
soft-drink  company;  known  to  have 
world's  most  extensive  distribution 
system.  Trademark  world's  best-known 
brand.  Company  has  45%  stake  in 
Coca-Cola  Enterprises,  its  largest  bot- 
tler. Member  since  1992. 
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yo\  rnose  wno  see 
themselves  living  at 
the  most  i m porta nt 
new  address 
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T  RUM  P 

IN  T  E  R'  N  ATIONA  L 


HOTEL 


T  O  W  E  R 


ONE  CENTRAL  PARK  WEST 

For  those  who  are  at  home  with  world-class 
service  and  luxury  comes  an  exquisite  collec- 
tion of  residences  at  the  top  of  the  Manhattan 
skyline.  Soaring  52  stories  over  the  gateway  to 
Central  Park,  Trump  International  Hotel  and 
Tower  offers  the  most  elegant,  beautifully 
appointed  residences  anywhere  in  the  world. 

Already  over  75%  sold,  the  condominiums  at 
Trump  International  will  be  ready  for  occu- 
pancy in  January  1997.  Tower  Residences 
from  $915,000,  Hotel  Suites  from  $419,750.* 

For  further  information,  please  contact: 

The  Sunshine  Group,  Ltd., 
Exclusive  Marketing  and  Sales  Agent. 
Sales  Center  at  108  Central  Park  South, 
New  York,  NY  10019. 
(212)  247-7000  Fax  (212)  664-1936. 
Broker  participation  invited. 

*The  Windsor  Collection  and  Excelsior  Collection  Suites. 

Developed  by  The  Trump.  Organization,  The  Galbreath  Company 
and  General  Electric  Pension  Trust. 

The  complete  offering  terms  are  in  an  Offering  Plan  available  from  the  Sponsor. 

We  are  pledged  to  the  letter  and  spirit  of  U.S.  policy  for  the  achievement  of  equal  housing 
opportunity  throughout  the  Nation.  We  encourage  and  support  an  affirmative  advertising  and 
marketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because  of  race,  color, 
religion,  sex,  handicap,  familial  status  or  national  origin. 


tS  tUUK  MUHUHtU 


Jackson  Thomas  Stephens 

$870  million 

Investment  banking,  media.  Little  Rock.  73 
Twice  divorced,  2  children 
Raised  on  farm,  son  of  Democratic 
power  broker.  Older  brother  Witt  (d. 
1991 )  sold  belt  buckles  and  bibles, 
then  bonds  in  depressed  1933 
municipals  market.  Jack  joined  1946, 
cofounded  Stephens,  Inc.  one  of 
largest  investment  houses  off  Wall 
Street:  underwrote  Wal-Mart  1970, 
but  no  gratitude;  Wal-Mart  heir 
James  Walton  (see),  with  Justice 
Department,  foiled  acquisition  of  tiny 
(circulation  13,000)  Northwest 
Arkansas  Times  1995.  Suit  on  appeal. 
Also  helped  Tyson  Foods'  takeover 
Holly  Farms  1989.  Biggest  asset 
believed  Donrey  Media,  private  news- 
paper and  broadcast  outfit  bought  in 
1993  from  pal  Don  Reynolds.  Jack's 
son  Warren,  39,  CEO.  Jack  chairman 
of  Augusta  National,  site  of  golf's 
Masters.  Jack  and  late  brother  Witt's 
families  share  stake  in  Alltel  worth 
near  $500  million;  also  real  estate, 
oil,  gas.  Late  brother's  heirs  believed 
worth  nearly  $800  million.  Member 
since  1983/ 


Marguerite  Harbert 

$870  million 
(see  page  212) 


Philip  Anschutz 

He  sold  the  Southern  Pacific  rails,  but 
kept  the  right-of-way  to  lay  down  his 
own  fiber-optic  network. 


(see  Mellon  family).  "Dicky"  inherit- 
ed over  $200  million  from  Mellon 
mother  1965.  Runs  Scaife  Newspa- 
pers; sold  Sacramento  Union  1989. 
Sued  E.W.  Scripps  Co.  (see  family) 
over  1992  sale  of  Pittsburgh  Press  to 
Block  family;  claimed  wasn't  given 
chance  to  bid.  Beat  drinking  prob- 
lem. Won't  use  middle  name  (feels 
Mellon  clan  mistreated  his  parents). 
Reportedly  gave  $1  million  to  Nixon 
reelection  campaign;  big  backer 
right-wing  causes,  think  tanks.  Long 
estranged  from  reclusive,  liberal  sister 
Cordelia  Scaife  May  (see).  Reported- 
ly lost  "virtually  nothing"  in  1991 
divorce.  Member  since  1982. 

Marc  Rich 

$850  million 

Commodities.  Zug,  Switzerland.  61 
Divorced,  remarried;  3  children 

Pincus  Green 


Richard  Mellon  Scaife 

$870  million 

Inheritance.  Pittsburgh.  63 
Divorced,  remarried;  2  children 
Grandson  of  Richard  Beatty  Mellon 


million 

Commodities.  Meggen,  Switzerland.  61 
Married,  4  children 

Shadowy  former  trading  partners,  fled 
to  Switzerland  after  U.S.  charged 
them  with  tax  evasion,  fraud,  racke- 
teering 1983.  Rich  back  in  business 
after  lying  low  for  years:  Marc  Rich 
Investment  Co.,  trading  commodities 
again.  Rich's  Belgian  family  fled  to 
U.S.  1941.  Quit  NYU  to  work  in 


mail  room  of  commodity  trader 
Philipp  Brothers.  Rose,  along  with 
"Pinky"  Green,  to  star  trader  status; 
pioneered  spot-oil  market  1968. 
Phibro  balked  at  bonus  earned,  so 
Rich  and  Green  left  1974,  formed 
Rich  &  Co.  AG,  became  Phibro's 
trading  nemesis.  Indicted  after  trading 
Iranian  crude  during  hostage  crisis 
early  1980s;  also  broke  South  Africa 
embargo  1980s.  Left  1983.  Paid 
$171  million  in  fines  so  U.S.  arm 
Clarendon  could  do  business  1984. 
Bought  Twentieth  Century  Fox  with 
Marvin  Davis  (see),  broke  up  compa- 
ny, sold  out  to  Davis.  Since  1990  at 
trading  company:  now  called  Glen- 
core  International;  Pinky  had  heart 
bypass,  cashed  out.  Profits  down  with 
exodus.  Rich  cashed  out  Glencore 
1994.  Tough  times  for  Rich:  ex-wife, 
Denise,  still  suing  for  half  his  assets; 
Interpol  has  "red  notice"  on  him — 
priority  arrest.  Members  since  1985. 

Bernard  Marcus 

$840  million 

Home  Depot.  Atlanta.  67 
Married,  3  children 

Arthur  Blank 

$440  million 
Home  Depot.  Atlanta  54 
Divorced,  remarried;  3  children 
Marcus:  humble  beginnings;  son  of 
Russian  immigrant  cabinetmaker.  B.S. 
Rutgers.  Started  in  drug  retailing; 
moved  on  and  up.  Blank:  raised  in 
NYC's  Queens;  studied  accounting  at 
Babson.  Both  fired  from  now-defunct 
Handy  Dan  Improvement  Centers  in 
1978.  Together  opened  do-it-yourself 
store  Home  Depot  1979.  Went 
public  1981.  Built  chain;  warehouse- 
size  stores  with  broad  range  of  mer- 
chandise, knowledgeable  staff.  Solid 
partnership:  "The  only  thing  we  don't 
have  is  sex."  Ross  Perot  almost  a 
silent  partner  but  was  too  loud. 
Opened  first  EXPO  Design  Center 
1991,  upscale  interior  design  prod- 
ucts; 4  more  to  date.  Acquired  75% 
interest  in  Canadian  retailer  Aiken- 
head's  1994.  Coproducing  House- 
Smart,  a  series  of  daily  1-hour  shows 
on  Discovery  Channel;  subjects  range 
from  home  repair  to  weekend  pro- 
jects. Home  Depot  integrating  rural 
merchandise  into  some  stores.  Cur- 
rently 474  stores  in  35  states. 
Expanding  aggressively:  aiming  for 
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900  stores  by  1999.  May  expand 
overseas.  Dominates  home  improve- 
ment industry  with  12%  market 
share,  over  $15  billion  in  sales. 
Marcus:  CEO,  avid  golfer.  Blank: 
president,  likely  to  be  Marcus'  suc- 
cessor; frequent  marathoner.  Mem- 
bers since  1992. 


Stuart  Robert  Levine 

$830  million 

Cabletron  Systems.  Stratham,  N.H.  38 
Divorced,  1  son 

Craig  Robert  Benson 

$800  million 

Cabletron  Systems.  Rye,  N.H.  42 
Married,  2  daughters 

Networking  partners  go  on  acquisi- 
tion spree:  Network  Express  ($110 
million),  Zeitnet  ($137  million), 
Standard  Microsystems.  Cofounders 
started  company  in  garage  1983  with 
cables  connecting  PCs/office  net- 
works. Quickly  honed  tough  reputa- 
tion with  suppliers,  distributors,  own 
employees.  First  to  install  computer 
network  in  space:  wired  Russian  Mir 
space  station.  Today  major  force  in 
networking  market:  hubs,  switches, 
asynchronous  transfer  mode.  Levine: 
U.  of  Miami.  In  high  school  voted 
least  likely  to  succeed.  Benson:  Syra- 
cuse M.B.A.,  Dole  supporter. 
Together  partners  have  sold  over 
$600  million  pretax  Cabletron  stock; 
still  hold  over  18  million  shares. 
Members  since  1991. 


Harold  Clark  Simmons 

$830  million 
Investments.  Dallas.  65 
Twice  divorced,  remarried; 
4  daughters,  2  stepchildren 
Simmons-controlled  Valhi  Inc. 
agreed  to  sell  Amalgamated  Sugar  to 
co-op  Snake  River  Sugar  for  $250 
million;  proceeds  speculated  to  pay 
down  debt.  Son  of  Texas  teachers; 
saved  $5,000,  bought  Dallas  drug- 
store 1960.  Built  100-store  chain; 
sold  for  $50  million  1973.  Built  con- 
glomerate with  hostile  takeovers. 
Most  assets  in  public  holding  compa- 
ny Valhi:  Medite  (lumber),  Tremont 
(titanium),  NL  Industries  (chemi- 
cals), Sybra  (Arby's  restaurants), 
Dresser  Industries  (oilfield  equip- 
ment), Keystone  Consolidated  (steel 
rods,  wire  products).  Philanthropist: 
arthritis  (longtime  sufferer),  cancer 
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research;  $41  million  to  U.  of  Texas 
Southwestern  Medical  Center  1988. 
Member  since  1983. 


Ollen  Bruton  Smith 

$830  million 

Speedway  Motorsports.  Charlotte,  N.C.  69 
Divorced,  4  children 

Born,  raised  Oakboro,  N.C.  Interest 
in  cars  early  on:  "I  wanted  to  be  a 
racer,  but  my  mother  put  a  stop  to 
that  real  fast."  Instead,  car  dealer, 
race  promoter.  Built  Charlotte  Motor 
Speedway;  held  World  600  race 
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Marguerite  Harbert 

$870  million 

Inheritance.  Birmingham,  Ala.  73 
Widowed,  3  children 

Wife  of  John  Murdoch  Harbert  III 
(d.  1995);  inherited  control  of 
sprawling  family  business,  including 
diversified  merchant  banking  oper- 
ation now  run  by  son  Raymond, 
37.  John  won  $6,000  in  crap  game 
sailing  home  from  WWII.  Bought 
concrete  mixer.  Ran  out  of  cash  3 
times;  finally  carved  niche  in  high- 
risk  enterprises,  e.g.,  water  supply 
systems  in  Abu  Dhabi.  Bought  Ken- 
tucky, Tennessee  coal  1960s,  early 
1970s;  sold  for  Amoco  stock  during 
energy  crisis.  Diversified:  real  estate, 
power  generation.  Sold  construc- 
tion interests  to  brother  Bill,  now 
run  under  Bill  Harbert  Internation- 
al Construction  by  separate  family 
branch.  Raymond  took  over  dav-to- 
day  1990.  Believed  to  hold  10" mil- 
lion Amoco  shares. 


1960.  Undercapitalized;  bankrupt 
1962.  Regained  majority  control 
1975.  Added  Atlanta  Motor  Speed- 
way 1990.  Company  went  public  in 
February  1995;  first  auto  racetrack 
on  NYSE.  Also  owns  auto  dealerships 
N.C,  Tex.  String  of  legal  battles: 
divorce;  discrimination  suit;  negli- 
gence, breach  of  fiduciary  duty  suit 
over  failed  S&L  (Smith  won). 
Reportedly  bought  Idi  Amin's  private 
jet.  Member  since  1995. 


Jack  Kent  Cooke 

$825  million 

Real  estate,  investments.  Middleburg,  Va.  83 
Four  divorces,  3  children 
Received  green  light  for  new  state- 
funded  78,000-seat  stadium  for  his 
Washington  (football)  Redskins;  due 
to  open  May  1997.  "This  is  the 
beginning  of  another  series  of  win- 
ning streaks."  Canadian-born,  sold 
encyclopedias  door-to-door.  Bought 
radio  station  age  25;  added  newspa- 
pers, magazines;  millionaire  by  30. 
Naturalized  by  act  of  Congress  1960. 
Bought  LA  (basketball)  Lakers,  built 
Forum,  sold  both  1979.  In  1980s 
bought,  sold  cable  systems:  $500  mil- 
lion profit.  Now  shopping  LA  Daily 
News,  paying  down  debt  on  NYC's 
Chrysler  building.  "This  [1996] 
is  a  banner  year  for  me."  Member 
since  1982. 


Franklin  Parsons  Perdue 

$825  million 

Chickens.  Salisbury,  Md.  76 
Twice  divorced,  remarried; 
4  children  from  first  marriage 
Despite  last  winter's  chicken  reces- 
sion, revenues  up  $400  million,  to 
$2.1  billion,  after  acquiring  Showell 
Farms.  Grew  up  on  father's  egg  farm, 
dreamed  of  big-league  baseball 
career.  Attended  Salisbury  State  U.; 
dropped  out,  back  to  farm  1940. 
Chickens  paid  off:  demand  skyrock- 
eted 1970s  and  1980s.  Added  feed, 
processing:  one  of  first  integrated 
chicken  companies.  First  to  use  brand 
name  on  commodity  product:  "It 
takes  a  tough  man  to  make  a  tender 
chicken."  Tough  enough  to  meet 
NYC  godfather  Paul  Castellano  on 
quashing  union  organizers  1980. 
Perdue  now  fourth-largest  in  U.S. 
Son  James  runs  company,  replaced 
Dad  as  TV  pitchman  1994.  Member 
since  1986. 
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Bradley  Wayne  Hughes  and  family 

$800  million 

Public  Storage.  Glendale,  Calif.  63 
Married,  3  children 

As  real  estate  syndicator  early  1970s,  noticed  Texas  roadside  storage  ware- 
house; checked  it  out,  warehouse  was  full.  With  partner,  bought  California 
land  next  to  busy  freeway,  built  warehouse  1972.  Put  up  sign  "Private  Stor- 
age Spaces;"  only  one  customer:  asked  if  storage  available  to  public  as  well. 
Changed  name  to  "Public  Storage,"  business  took  off,  broke  even  in  3 
months.  Had  20  mini-warehouses  within  2  years.  Raised  S3  billion  for 
expansion  1980s.  Great  economics:  self-storage  space  generates  65%  oper- 
ating margin.  Consolidating  far-flung  operations  under  main  REIT  Public 
Storage  Inc. 


Joseph  Dahr  Jamail  Jr. 

$825  million 
Lawsuits.  Houston.  70 
Married,  3  sons 

Foul-mouthed  pit  bull  of  a  trial 
lawyer:  "You  could  gag  a  maggot  off 
a  meat  wagon."  Still  scaring  corporate 
America  into  big  settlements.  More 
than  $100  million  in  settlements  fore- 
cast from  multiple  suits  this  year.  His 
standard  take:  one-third.  Started  in 
D.A.'s  office  with  U.  of  Texas  law 
degree.  Went  on  own,  did  well  as  per- 
sonal injury  lawyer.  Struck  Texas  gold 
with  Texaco- Pen nzoil  case  1987:  esti- 
mated winnings  $345  million  (pre- 
tax). Low  overhead,  small  staff:  5 
associates,  no  partners  (Kolius  of  firm 
Jamail  &  Kolius  never  a  partner); 
some  90%  of  billings  goes  to  bottom 
line.  Brought  antitrust  case  against 
American  Airlines  on  behalf  of 
Northwest  and  Continental;  first  case 
lost  in  28  years.  Representing  Amer- 
ican National  Insurance  against  IBM. 
Son  Randall  owns  Houston-based 
Justice  Records.  Member  since  1989. 


Dwight  Darwin  Opperman 

$815  million 

Legal  publishing.  Eagan,  Minn.  73 
Married,  2  children 

Sold  West  Publishing  to  Thomson 
Corp.  for  $3.4  billion  in  February. 
Company  started  by  John  West  after 
Civil  War:  sold  law  books  from 
horseback.  Became  top  U.S.  legal 
publisher  by  turn  of  century.  Opper- 
man started  with  West  Publishing 
1951  as  editorial  counsel,  rose  to  VP 
1965,  president  1968,  CEO  1978. 
West  compiled,  copyrighted  most 
complete  index  of  citations,  case  his- 
tories; went  on-line,  charged  Lexis, 
top  competitor,  for  access.  Beat  heat 
from  Ralph  Nader  et  al.  to  turn 
index  over  to  public  domain.  Lav- 
ished tropical  trips  on  Supreme 
Court  justices.  West  run  by  son 
Vance  recently;  one  of  top  U.S.  liti- 
gators, well  connected  politically: 
pals  with  Al  Gore;  ran  Senator 
Dianne  Feinstein's  (D-Calif.)  reelec- 
tion campaign.  Member  since  1995. 

Teresa  E  Heinz 

$800  million 

Inheritance.  Fox  Chapel,  Pa.  58 
Widowed,  remarried;  3  children 
Daughter  of  Portuguese  doctor. 
Born,  raised  Mozambique.  U.  of 
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Witwatersrand  and  Geneva  (Switzer- 
land.) Interpreters  School:  speaks  5 
languages;  Married  heir  to  ketchup 
company  fortune  and  future  U.S. 
v  nator  H.  John  Heinz  III  (R-Pa.), 
1966.  Husband  died  in  plane  crash 
1991.  Teresa  married  Senator  John 
Forbes  Kerry  (D-Mass.)  1995;  over- 
sees $1  billion  philanthropic  founda- 
tion. Created  Heinz  Awards  to  honor 
"the  kinds  of  things  I  saw  in  my 
[late]  husband:  zest,  passion,  excite- 
ment, joy."  Remains  registered 
Republican  in  Pennsylvania;  avid 
environmentalist,  arts  benefactress. 
Heinz  trusts,  foundations  sold  14.5 
million  Heinz  shares  to  diversify 
1995.  Member  since  1991. 

Herbert  Allen 

$800  million 

Investments.  New  York  City.  88 
Widowed,  remarried;  2  children 

Herbert  Anthony  Allen 

$800  million 

Investments.  New  York  City.  56 
Twice  divorced,  4  children 
Herbert  Anthony,  entertainment 
industry's  eminent  dealmaker:  "Over 
a  long  weekend,  I  could  teach  my 
dog  to  be  an  investment  banker." 
Herb  Sr.'s  brother  Charlie  Allen  (d. 
1994)  was  a  legendary  investor. 
Raised  in  Manhattan  tenement, 
dropped  out  of  high  school  to  be 
Wall  Street  runner  age  15.  Trading 
bonds  by  age  19  with  2  phones  and 
$1,000.  Herbert  joined  1928. 
Brothers  made,  and  lost,  first  million 
within  year.  Herb's  canny  trades  kept 
the  firm  solvent  through  the  Depres- 
sion. Since  then  stellar  record  invest- 
ing in  small,  risky,  cheap  ventures. 
Charlie  bought  $1  million  stake  in 
Syntex  1958,  reaped  $290  million  in 
sale  to  Roche  1994.  Herbert  invest- 
ed $3  million  in  Benguet  Mining, 
sold  for  $45  million.  Herbert  A. 
came  aboard  1962,  ignored  elders' 
warnings  about  Hollywood  and 
bought  6.7%  Columbia  for  $2.4  mil- 
lion 1973;  sold  part  to  Coke  for  $40 
million  profit  1982,  the  rest  to  Sony 
for  $70  million  profit  1989.  Now 
entertainment  power  broker:  his 
annual  Sun  Valley  weekend  site  of 
top-level  deals,  mandatory  atten- 
dance for  the  likes  oi  Edgar  Bronf- 
man, John  Malonc  ter  Red- 
stone, David  Geffen,  Barry  Diller. 


Represented  Diller  in  QVC's  bid  for 
Paramount,  returned  Diller's  $1  mil- 
lion check  when  deal  fizzled.  Played 
major  advisory  role  in  sale  of  MCA 
to  Seagram  1995.  Coke  stake  near- 
ing  $500  million,  director  since 
1982.  Also  invested  in  scores  of 
high-tech  and  biotech  companies. 
Charlie's  heirs  share  balance  of  for- 
tune believed  well  over  $1.6  billion. 
Members  since  1982. 

Bradley  Wayne  Hughes  and  family 

$800  million 
(see  page  213) 
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Ronnie  Chan  and  family 

$800  million 

Hang  Lung  Group.  Hong  Kong.  46 
Married,  2  children 

Family  business  in  Hong  Kong,  but 
naturalized  U.S.  citizen.  "I  thought  I 
would  never  go  back."  Took  over  late 
father's  Hang  Lung  Group  (Hang 
Lung  Development,  Amoy  Proper- 
ties, Grand  Hotel  Holdings)  1991. 
Refocused  investments  from  West  to 
Asia,  especially  Hong  Kong.  Traveled 
frequently  in  China;  met  local  offi- 
cials, leaders:  "I  became  convinced 
that  the  open  economic  policy  is  per- 
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Robert  C.  McNair 

$800  million 
Energy.  Houston.  59 
Married,  4  children 

Creative  exploiter  of  electricity  deregulation:  "The  utilities  thought  we'd  go 
out  and  start  1 -megawatt  plants  at  the  Holiday  Inn.  They  had  no  idea  we 
could  go  to  industrial  clients."  Did  so  in  a  big  way.  His  Cogen  Technolo- 
gies now  owns  1,400  megawatts  generating  capacity  nationwide;  another 
2,500  megawatts  in  works  abroad:  China,  Pakistan.  After  B.S.  psychology 
U.  of  South  Carolina,  turned  first  company,  McNair  Transport,  into  region- 
al trucking  power;  early  victim  deregulation.  Bankruptcy  1982.  Determined 
to  take  advantage  of  deregulation  next  time  around.  Founded  Cogen  1983 
with  $1  million  capital,  age  46.  Bet  correctly  that  gas  prices  would  fall. 
Signed  lucrative  contracts  with  utilities,  many  with  20  years  remaining.  With 
80%  stake,  McNair  fielding  buyout  offers  from  energy  behemoths.  As  much 
as  Cogen's  megawatts,  potential  buyers  want  its  entrepreneurial  spirit:  "It's 
our  corporate  culture  that's  attractive  to  them." 
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One  good 
thing  leads 
to  another 

No  matter  which  company  of  The  Principal  Financial  Group® 
you  choose  to  do  business  with,  you'll  find  we  really  know 
the  business. 

For  more  than  a  century,  we've  developed  a  broad 
base  of  financial  expertise  in  investment,  retirement 
and  insurance  products. 

Today,  for  example,  we  provide  administrative 
services  for  more  401  (k)  and  retirement  plans 
than  any  bank,  mutual  fund  or  insurance  company 
in  the  country*  Other  areas  of  expertise  include  home 
mortgages,  mutual  funds,  securities,  and  life,  health  and 
disability  insurance. 

Plus,  each  of  our  businesses  is  made  even  stronger  by 
being  part  of  an  organization  that  has  grown  to  $57  billion 
in  managed  assets. 

So  when  you  turn  to  The  Principal,®  you  get  a  leader  in 
financial  services  and  people  dedicated  to  the  product 

expertise  you  need. 

That's  The  Principal  Edge.® 
To  learn  more,  visit  our  home 
page  at  http://www.principal.com 
on  the  Internet.  Or  call 
l-800-986-EDGE(3343). 


Financial 
Group 


Life,  Health,  Dental  and  Disability  Insurance 
401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 

'CFO  magazine,  April/May  1 995,  Senior  Financial  Executive  Ranking. 
©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392 .  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
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Bill  Gates  increased 
his  worth  the  most 
over  the  past  year: 
$3.7  billion. 

vasive  and  irreversible."  Hang  Lung 
now  investing  in  Shanghai  real  estate; 
total  market  cap  over  $5  billion. 
Ronnie  also  founder,  manager  of  pri- 
vate investment  concern  Morning- 
side/Springfield  Group:  currently 
more  than  60  investments  in  16 
countries  (in  Asia,  Europe,  U.S.). 
Does  not  believe  in  inherited  wealth: 
"It's  the  best  way  to  poison  your 
family.  I  told  my  kids  early  on — 
you're  not  going  to  get  a  dime." 
Worth  $800  million,  perhaps  far 
more.  Member  since  1995. 


Robert  C.  McNair 

$800  million 
(see  page  214) 


£.  Pierce  Marshall  and  family 

$800  million 

Inheritance.  Dallas,  Tex.  57 
Married,  2  children 

Maybe  it  should  be  a  TV  comedy 
series:  When  J.  Howard  Marshall  II 
died  last  year  at  age  90,  he  left  behind 
his  new  bride:  former  stripper  and 
Guess?  jeans  model  Anna  Nichole 
Smith,  28.  She  and  stepson  E.  Pierce 
Marshall  can't  abide  one  another. 
They  split  old  J.  Howard  II's  ashes 
and  held  separate  funerals.  Now 
Smith  is  suing  for  a  piece  of  the 
estate.  So  is  E.  Pierce's  brother  J. 
Howard  Marshall  III,  who  was  disin- 
herited by  his  father.  The  saga  began 
with  more  promise.  J.  Howard  II, 
Yale  Law,  became  an  Interior  Depart- 
ment lawyer.   Invested  in  Great 


Northern  Oil  Co.  with  Fred  Koch; 
swapped  for  stake  in  Koch  Industries, 
now  second-largest  privately  owned 
company  in  U.S.  E.  Pierce  Marshall, 
who,  with  his  family,  inherited  16%  of 
Koch  Industries  upon  his  father's 
death,  was  moving  aggressively  to  get 
power  of  attorney  over  the  old  man's 
affairs  before  he  passed  on.  But  Anna 
Nichole  Smith  looks  determined, 
too.  E.  Pierce  a  member  since  1995. 


Harold  Honickman 

$800  million 
(see  below) 


Robert  Earl  Holding 

$800  million 

Refining,  gas  stations,  real  estate. 
Salt  Lake  City.  69 
Married,  3  children 

Currently  beefing  up  second  Utah  ski 
resort,  Snow  Basin,  for  2002 
Olympics.  Mormon  parents  lost  every- 
thing in  1929  crash.  Air  Force;  V.  of 
Utah  1951.  Managed  isolated, 
moneylosing  Wyoming  motel/gas  sta- 
tion 1952.  Built  up,  bought  out  part- 
ners. Added  pumps,  advertised  as 
world's  largest  gas  station.  Built  chain. 
Borrowed  to  buy  small  refinery 
Casper,  Wyo.  1968;  mortgaged  it 
1976  to  buy  Sinclair  Oil  assets  western 
U.S.:  refinery,  distribution,  gas  sta- 
tions. Bought  Sun  Valley  resort  for 
$12  million  1977;  now  worth  an  esti- 
mated $115  million,  constant 
improvements.  Largest  landowner  Salt 
Lake  City  outside  Mormon  Church. 
Also  450,000  ranch  acres  Montana, 
Wyoming.  Member  since  1994. 


Bruce  R.  McCaw 

$800  million 

McCaw  Cellular.  Bellevue,  Wash.  49 
Married 

Keith  W.  McCaw 

$775  million 

McCaw  Cellular.  Seattle.  43 
Married,  2  children 

John  Elroy  McCaw  Jr. 

$750  million 

McCaw  Cellular.  Seattle.  45 
Divorced,  3  children 

Brothers.  Three  of  4  sons  of  John 
Elroy  McCaw,  radio  and  cable  TV 
pioneer  (d.  1969).  All  attended  Seat- 
tle's Lakeside  School.  Brother  Craig 
(see)  led  family  in  building  father's 


Twin  City  Cablevision  into  major 
cable  TV  systems  operator.  Sold  cable 
assets  for  $755  million  1987,  rein- 
vested in  cellular  licenses.  Became 
communications  giant  McCaw  Cellu- 
lar; sold  to  AT&T  for  $11.5  billion 
1994.  Family  agreed  to  invest  up  to 
$1.1  billion  in  Nextel  Communica- 
tions. Bruce:  never  worked  for  Craig; 
aviation,  race  car  enthusiast;  recently 
married.  Press-shy:  "One  of  the  rea- 
sons we  spend  less  time  in  [Seattle]  is 
because  we  got  run  out  [by  the 
press]."  John:  Lakeside  classmate  of 
Paul  Allen  (see).  Stake  in  Seattle 
(baseball)  Mariners;  majority  owner 
Vancouver  (basketball)  Grizzlies, 
(hockey)  Canucks.  Flies  helicopters. 
Keith:  left  McCaw  1991:  "You  can 
only  work  for  your  brother  for  so 
long."  Just  built  mammoth  house  on 
Seattle's  Lake  Washington.  Only 
brother  without  pilot's  license. 
Member  since  1987. 
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Harold  Honickman 

$800  million 

Soft  drink  bottler.  New  York  City, 
Philadelphia.  63.  Married,  2  children 
"I  want  'stomach  share,'  "  says  this 
soft  drink  distributor  whose  territo- 
ries stretch  from  Virginia  to  Rhode 
Island.  His  father  talked  Pepsi  into 
giving  young  Harold  bottling/dis- 
tribution rights  in  southern  New 
Jersey.  Wealthy  father-in-law  built 
him  bottling  plant  1957.  Harold 
took  it  from  there.  Acquired  strug- 
gling Canada  Dry  bottling  opera- 
tions New  York,  suburban  Philly; 
added  private  label  bottlers.  This  is  a 
tough  business:  Honickman  indict- 
ed in  1981  for  making  an  illegal  pay- 
ment to  a  union  official,  charges 
later  dropped.  Big  in  Manhattan 
since  1980s.  Owns  Pepsi-Cola  Bot- 
tling of  New  York,  Coors  New  York, 
Canada  Dry  of  New  York.  Also 
Snapple's  distributor  in  Baltimore, 
Rhode  Island  and  suburban 
Philadelphia.  To  increase  stomach 
share,  puts  Chocolate  Moose,  other 
goods  on  his  trucks.  The  Honick- 
man organization  now  $  1  billion  in 
revenue,  one  of  the  biggest  inde- 
pendent soft  drink  bottlers  in  U.S. 
Wife  Lynne  photography  buff. 
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TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from 
the  followers.  It's  also  given  Toshiba  a 
different  perspective  on  multimedia 
from  the  beginning.  This  unique  view 
has  enabled  us  to  breathe  life  into 
a  range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


Imagine  transforming  your  PC  into  a  robust 
entertainment,  information  and  communi- 
cations nerve  center.  A  place  where  thrilling 
3D  games  meet  spectacular  graphics. 
Movies  merge  with  music.  And  videophone 
and  faxing  capabilities  are  just  a  keystroke 
away.  Now  imagine  doing  it  all  with  just 
one  chip.  That's  what  the  new  MPACT™ 
media  processor  makes  possible.  Developed 
by  Toshiba  and  Chromatic  Research,  Inc., 
this  little  powerhouse  delivers  all  the 
advanced  functions  that  previously  required 
multiple  add-on  boards.  Amazed?  Don't  be. 
Just  call  1-800-879-4963. 


MPACT  is  a  trademark  of  Chromatic  Research,  Inc 


Toshiba  Multimedia 


'■u-y  Karl  Singleton 

$790  million 

Teiedyne,  Beverly  Hills.  79 
Married,  5  children 

Having  thwarted  raider  Ronald 
LaBow's  WHX  Corp.  takeover 
attempt  early  this  year,  Teiedyne  beat 
antitrust  murmurs  and  merged  with 
Allegheny  Ludlum  in  August.  Afflu- 
ent Texas  rancher's  son  and  MIT 
grad,  Singleton  cofounded  Teiedyne 
with  George  Kozmetzky  and  Arthur 
Rock  1960.  Expanded  by  acquiring 
undervalued  businesses  with  steady 
cash  flows.  Early  proponent  of 
buying  in  stock  to  boost  perfor- 
mance. "Buy  very  good  value,  and 
when  the  market  is  ready,  that  value 
will  be  recognized."  Spun  off  insur- 
ers Argonaut  Group  1986  and  Uni- 
trin  1990.  Currently  Argonaut  chair. 
Proxies  list  him  as  a  "rancher  and 
investor."  Divides  time  between  7 
cattle  ranches  in  New  Mexico  and 
California.  Member  since  1982. 


George  B.  Kaiser 

$780  million 

Oil  and  gas,  banking,  real  estate. 
Tulsa.  54 

Married,  3  children 

Looking  to  merge  his  Bank  of  Okla- 
homa with  an  equal-sized  bank. 


Snatched  up  12  retirement  centers 
over  past  5  years  because  "the  demo- 
graphics are  obvious."  Father  fled 
Nazi  Germany  1938,  settled  in  Tulsa 
1940.  George  to  Harvard  for  B.A., 
M.B.A.:  says  undergraduate  experi- 
ence was  valuable,  but  B-school  time 
could  have  been  better  spent.  Took 
over  Kaiser- Francis  Oil;  built  into  one 
of  largest  independent,  private  gas 
producers  in  U.S.  Since  diversified 
but  "Oil  and  gas  is  still  my  first  love." 
Recently  shifted  50%  of  exploration 
efforts  to  Canada.  Bought  once  dis- 
tressed Bank  of  Oklahoma  1991, 
now  worth  $390  million.  Merger 
would  give  liquidity,  achieve  critical 
mass.  Member  since  1992. 


Frank  Batten  Sr.  and  family 

$780  million 

Media.  Virginia  Beach,  Va.  69 
Married,  3  children 

Uncle  Samuel  Slover  arrived  Virginia 
1900.  Offered  50%  of  Newport  News 
(now  Virginian-Pilot)  if  he  halted 
paper's  losses  within  year;  succeeded. 
Raised  nephew  Frank:  Harvard 
M.B.A.;  publisher  1954,  age  27. 
Frank  expanded  Landmark  Commu- 
nications: now  7  dailies,  23  weeklies, 
more.  First  cable  franchise  1964. 
Landmark  also  owns  Weather  Chan- 


nel, Travel  Channel.  Frank  owns  35% 
of  Landmark.  Sold  Tele-Cable  (over 
740,000  subscribers)  to  TCI  1994 
for  over  $1  billion  then — but  TCI 
stock  in  decline.  Bright  side:  Land- 
mark's broadcast  properties  (WTVF, 
Nashville;  KLAS,  Las  Vegas)  up 
sharply  in  value.  Getting  into  on-line 
offerings.  Son  Frank  Jr.  now  execu- 
tive VP,  involved  in  new  ventures. 
Member  since  1982. 


John  R.  Menard  Jr. 

$775  million 

Menard  home  improvement  chain. 
Eau  Claire,  Wis.  56 
Twice  divorced,  3  children 
Menard  thriving  on  upper-Midwest 
home  turf  despite  onslaught  by  rival 
Home  Depot:  17%  growth,  $2.7  bil- 
lion sales  1995.  Eldest  of  8  children 
of  teachers- turned-dairy- farmers. 
Built  barns  to  pay  for  college.  Opened 
home  improvement  store  in  Eau 
Claire  1972.  Caught  big  do-it-your- 
self trend  early:  Menard's  115-store 

William  Koch,  right 

His  philandering  caught  up  with  him 
when  socialite  Catherine  de  Castelbajac 
hauled  him  into  housing  court.  But  he 
still  booted  her  out  of  his  condo. 
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HEMtfEAT  THEM 


It's  a  formula  for  success  in  any  business. 

When  we  first  announced  the  transcontinental  Falcon  2000,  we 
promised  some  impressive  numbers  for  range  and  performance.  It 
would  climb  initially  to  41,000  feet — and  cruise  3,000  nautical  miles 

at  .80  Mach  (with  eight  passengers  and  NBA  A IFR  reserves). 

Then,  when  the  2000  was  certified  and  operational — it  turned  out 
even  better  than  advertised. 

The  widebody  Falcon  2000  delivers  range,  speed,  payload,  initial 
cruise  altitude,  airfield  performance  and  thrust  reverser  installation 
that  are  all  better  than  promised. 

We  believe  that  any  business  jet  must  do  everything  well.  The  new 
Falcon  2000  meets  that  standard — and  goes  beyond  it. 

For  information — and  our  latest  promises — call  John  Rosanvallon 
in  the  U.S.  at  (201)  967-2746  or  call  Jean-Claude  Bouxin  in  Paris  at 

(331)  40-83-93-08. 


THE  NEW  FALCON  2000 


A  L  C  ON  JET 


INVESTING  IN  ART: 

THE  ART  OF  KNOWING  WHO  KNOWS... 


Edward  Herbert  Barnard,  River  Weeders,  oil  on  canvas,  40  x  60  inches,  signed  lower  right,  circa  1893 


Serious  collectors  already 
know  about  us.  If  you 
are  beginning  to  collect 
or  have  an  existing  collec- 
tion you  should  know  about 
us  too. 

For  the  past  twenty  five 
years  collectors  both  corpo- 
rate and  private  as  well  as 
Museums  have  benefited 
from  our  art  advisory  service. 

Knowledgeable  collectors 
understand  the  need  for 
information  and  guidance 
concerning  the  complicated 
process  of  putting  together 


an  important  art  collection. 

For  all  of  our  clients  we 
will  analyze  and  appraise 
existing  collections,  make 
recommendations  for  their 
enhancement  and  expansion, 
and  offer  the  best  advice  on 
how  to  buy,  sell  and  or  trade 
a  work  of  art. 

We  will  thoroughly  re- 
search a  work  of  art  to  deter- 
mine its  fair,  current  market 
•  value.  Factors  such  as  rarity, 
recent  auction  history,  prove- 
nance and  condition  will  be 
carefully  evaluated. 


L'hermitte,  Mother  and  Child  Reading,  oil  on  canvas, 
signed  lower  right,  22  x  16  inches,  1913 


AUVCftJ  IJE/HEiVJ 


We  will  identify  and 
define  those  areas  of  collect- 
ing which  show  the  greatest 
promise  for  growth  and 
investment  potential. 

For  the  last  two  years  our 
most  active  markets  have 
been  19th  Century  European 
Academic  Art  and  American 
Art  from  1840  to  1940. 
Narrative  pictures,  those  that 
tell  a  story,  are  highly  sought 
after.  Those  19th  Century 
artists  whose  work  are 
currently  in  great  demand  are 
W.A.  Bouguereau,  Tissot, 
Boldini,  Gerome,  Jules 
Breton,  Corot,  Lepage,  Millet, 
L'hermitte  and  others. 

Among  the  American 
artists  who  worked  between 
1840  and  1940  there  is 
continuing  interest  in  the 
work  of  Homer,  Hopper, 
Chase,  Paxton,  Prendergast, 
Tarbell,  Sargent,  Avery, 
Freiseke,  Miller,  Glackens, 
Shinn,  and  others. 

Please  let  us  hear  from  you 
by  fax  or  by  phone  concern- 
ing your  collecting  interests 
and  if  you  want  to  be  on  our 
mailing  list. 


W.A.  Bouguereau, 
Portrait  of  Anna  Head, 
oil  on  canvas, 
52%  x  31  inches, 
signed  and  dated  1874 


JOAN  MIC  HELM  AN,  Ltd 

By  Appointment  Only  New  York:  Monday  -  Friday:  (212)  535-4524  Telefax:  (212)  517-6672 
Chicago:  141  West  Jackson  Boulevard,  Suite  3806,  Monday  -  Friday:  (312)  957-1330 
Telefax:  (312)  427-0463  •  5  Cross  Road,  Alford,  MA  01230 


home  improvement  chain  now  third- 
largest  in  U.S.  Little  debt,  specializes 
in  low  priced  imported  hardware, 
good  quality  and  inventory  controls. 
Said  to  play  both  sides  of  political 
fence,  big  contributor  both  parties. 
"We'll  do  anything  that's  not 
immoral,  illegal  or  unethical." 
Member  since  1994. 


Andrew  Jerr old  Perenchio 

$750  million 

Television,  movies.  Bel  Air,  Calif.  65 
Twice  divorced,  3  children 
Swinging  for  the  fences  with  pend- 
ing Univision  IPO,  nation's  leading 
Spanish-language  broadcaster.  Son 
of  Fresno  vintner.  Attended  UCLA; 
booked  bands,  catered  frat  parties. 
Joined  MCA  1958;  founded  talent 
agency  1963;  clients:  Liz  Taylor, 
Marlon  Brando.  Promoted  Ali-Fra- 
zier  fight.  With  Norman  Lear  1974 
created  All  in  the  Family,  Embassy 
Pictures.  Sold  1985  to  Coca-Cola 
for  $485  million.  Bought  Loews 
theaters  for  $160  million,  sold 
1986  for  reported  $300  million. 
Failed  bid  for  Time  1989  with 
Charles  Dolan,  Robert  Bass  (see 
both).  Perenchio  bought  Univision 
from  Hallmark  1992  with  Mexican, 
Venezuelan  billionaire  partners  who 
want  to  be  in  U.S.  television  but 
face  complex  foreign  ownership 
rules.  Perenchio  paves  their  way. 
Member  since  1985. 


Robert  Edward  Rich  Sr.  and  family 

$750  million 

Fake  cream.  Buffalo,  N.Y.;  Palm  Beach.  83 
Married,  3  children 

Learned  family  dairy  business, 
bought  own  milk  company  1935; 
during  WWII,  milk  administrator. 
"The  cow  is  a  very  inefficient  facto- 
ry." Developed  soybean-based  whip- 
ping cream.  Then  Coffee  Rich 
creamer  1960;  cheap,  nonspoiling; 
foundation  of  fortune.  Added 
frozen  products  like  breads,  cook- 
ies, cakes,  pies,  pizza  dough;  1995 
revenues  totaled  $1.1  billion. 
Expanding  internationally  under  son 
Robert  Jr.,  55.  "We  do  more  than 
fake  cream."  Now  in  China,  India, 
Mexico,  South  Africa.  Riches  own 
AAA  (baseball)  Buffalo  Bisons,  AA 
(baseball)  Wichita  Wranglers;  stake 
in  Buffalo  (hockey)  Sabres.  Member 
since  1983. 


ton.  Crafted  then-new  cardiovascular 
catheters  after  $1,500  investment  in 
blowtorch,  soldering  iron,  plastic- 
tubing.  Now  leader  in  catheters, 
pacemakers,  syringes;  recently-devel- 
oped cardiovascular  shunt  looks 
promising.  Active  in  community,  ren- 
ovating properties  downtown 
Bloomington.  Strenuously  denies 
Forbes'  estimate  of  his  net  worth. 
Member  since  1988. 


Sumner  Redstone  lost 
the  most  money  last 
year:  $1.4  billion. 


William  Cook 

$750  million 

Medical  supplies.  Bloomington,  Ind.  65 
Married,  1  son 

Ex-cabbie;  Northwestern  1953;  5 
years  as  medical  supplies  salesman. 
Quit  to  form  own  hypodermic 
syringe  company.  Hated  big-city 
Chicago,  bundled  family  into  Corvair 
1963,  settled  in  bucolic  Blooming- 


Ernest  J.  Olde 

$750  million 
Discount  stockbroker. 
Detroit,  Cayman  Islands.  58 
Divorced,  remarried;  3  surviving  children 
"High-end"    discount  brokerage 
founder  with  knack  for  getting  his 
name  in  the  papers.  Successfully 
fought  allegations  of  insider  trading, 
workplace  discrimination.  Intensely 
private,  but  Olde  Discount  expand- 
ing its  profile  and  earnings.  Started 
career    as    broker    with  Kidder, 
Peabody.  Left  to  pioneer  discount 
brokerage.  Introduced  commission- 
less  trading  1993.  Started  marketing 
with  radio  spots,  mass  mailings,  now 
on  national  cable  TV.  Scaled  back 
after  1987  crash,  rebuilt.  Now  200 
offices  nationwide,  moving  into  high- 
visibility,  free-standing  former  bank 


Steven  Spielberg, 
with  camera,  and 
Jeffrey  Katzenberg 
(right) 

Paul  Allen's  $500 
million  invest- 
ment for  18%  of 
their  DreamWorks 
studio  (celebrated 
at  right)  valued 
the  business  at 
$2.7  billion  and 
put  Katzenberg 
within  whispering 
distance  of  The 
Forbes  Four 
Hundred.  Victory 
in  his  ongoing 
lawsuit  against 
Disney  would 
make  him  part 
of  the  gang. 
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buildings.  Most  real  estate  owned  by 
Olde  Property  subsidiary,  founded 
1992.  Natty  dresser;  capricious  lead- 
ership style.  Member  since  1995. 

Leonard  Abramson 

$745  million 

U.S.  Healthcare.  Blue  Bell,  Pa.  63 
Married,  3  daughters 

In  July  U.S.  Healthcare  agreed  to  be 
acquired  by  Aetna  for  $8.3  billion. 
New  entity  largest  health  care  com- 
pany in  U.S.,  serving  1  in  12  Ameri- 
cans. Founder  Leonard  driven  by 
father's  small-business  failures:  "Not 
too  many  people  started  off  with  less 
than  I  did."  Drove  cab  to  support 
himself  while  attending  Philadelphia 
College  of  Pharmacy  &  Science. 
Supersalesman  Parke-Davis  1960; 
quit  when  denied  promotion. 
Believed  by  early  1970s  HMOs  most 
promising  health  care  alternative. 
Obtained  $3  million  federal  loan  to 
start  not-for-profit  HMO-PA  1975. 
By  1981  revenues  up  sixtyfold:  smart 
marketing,  low  prices,  efficient  deliv- 
ery, tough  negotiation  with  doctors, 
other  providers.  Took  public  1983. 
Thought  Clinton's  health  plan  "a 
perverse  socialism"  that  would  "open 
up  legitimate  enterprises  to  political 
influence."  Member  since  1992. 


Roy  Edward  Disney 

$740  million 

Walt  Disney  Co.  Los  Angeles.  66 
Married,  4  children 

Nephew  of  Walt  Disney,  who  started 
Walt  Disney  Productions  1923.  Roy 
worked  at  studio  for  24  years  as  film 
editor,  writer,  producer;  quit  1977 
after  fight  with  management.  Set  up 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


Shamrock  Holdings  as  real  estate, 
media  investment  vehicle.  Teamed 
with  Bass  brothers  (see),  returned  to 
Disney  as  vice  chairman  1984;  put 
new  emphasis  on  animation,  brought 
in  Michael  Eisner  (see).  Sold  Sham- 
rock's radio  holdings  1995  for  $395 
million.  Now  just  1  TV  station.  Refo- 
cusing  Shamrock  on  food:  invest- 


Walter  Scott  Jr. 

$720  million 

Construction,  telecommunications 

Omaha,  Neb.  65 

Widowed,  remarried;  6  children 

Born  Omaha;  high  school  pal  Warren  Buffett  (see).  As  teenager,  worked 
for  Peter  Kiewit,  where  father  was  chief  engineer.  Back  to  Kiewit  after  civil 
engineering  degree  Colorado  State  1953.  Relocated  17  times  in  10  years 
working  way  up  corporate  ladder.  Took  reins  after  Peter  Kiewit  Sr.  died 
1979.  Diversified  construction  and  mining  concern  into  higher-margin 
businesses:  telecom,  cable  TV,  energy.  Formed  MFS  Communications 
1987  to  get  into  local  fiber-optic  networks,  spun  off  to  public.  WorldCom 
Inc.  buying  MFS.  If  sale  goes  through,  Scott's  MFS  stake  worth  about 
$400  million.  Kiewit  owns  24%  of  partner  Cal  Energy,  feeding  develop- 
ment with  big  power  plants  in  Indonesia,  Philippines.  MFS  and  Kiewit 
unit  RCN  now  pushing  into  New  York  City  phone,  cable  and  Internet 
access  market.  Still  Buffett's  pal — and  landlord:  Sage  of  Omaha  rents 
office  in  Kiewit  Plaza  building;  with  Scott,  owns  Omaha  Royals  minor 
league  ball  club. 
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ments  in  Fantastic  Foods  (veggie 
burgers  sold  at  Disney  theme  parks), 
Cascadian  Farms  (organic  food 
grower),  Grand  Union  (grocery 
stores).  Also  stakes  L.A.  Gear,  Koor 
Industries.  Member  since  1982. 

William  Michael  Cafaro  and  family 

$725  million 

Shopping  malls.  Hubbard,  Ohio.  83 
Widower,  3  children 

Recent  focus:  remodeling,  reposi- 
tioning existing  properties,  but  sub- 
urban regional  malls  still  main  engine 
with  over  34  million  sq.  ft.  commer- 
cial, retail  space.  Immigrant's  son, 
built  first  strip  center  late  1940s  with 
brother  John  (d.  1987).  Major  con- 
tributors to  postwar  suburban  sprawl: 
constantly  built  strip  centers,  later 
enclosed  malls.  Concentrated  on 
middle  market,  Midwest;  rarely  sells 
property;  little  debt.  Today  among 
top  developers  in  nation;  strong  ties 
to  anchors  such  as  J.C.  Penney,  Sears, 
Montgomery  Ward.  Eldest  son, 
Anthony,  president;  daughter,  Flora, 
VP;  other  son,  J.J.  (who  had  failed 
sports  car  company),  also  in  family 
business.  "If  you  make  a  friend  today, 
you  can  always  make  a  deal  tomor- 
row." Member  since  1989. 

Richard  T.  Farmer 

$720  million 

Cintas  Corp.  Indian  Hill,  Ohio.  61 
Married,  3  children 

Rags-to-riches:  grandfather  started 
industrial  rag  cleaning  business  1929. 
Richard  joined  compai  1957.  Per- 
suaded father  to  switch    cus  to  uni- 


"Baby  Berk" 

Warren  Buffett  finally  split  Berkshire 
Hatha  way's  stock,  sort  of.  "Baby  Berk" 
B  shares  now  trade  at  $1,067,  vs. 
$32,000  for  the  A  shares,  but  have 
fewer  votes. 


form  rental.  Cintas  now  second  in 
uniform  market  after  Aramark; 
annual  revenues  over  $700  million. 
Company  goal:  $1  billion  revenues 
by  1998.  Currently  more  than  100 
rental  locations  in  35  states,  Canada; 
now  eyeing  Mexico,  Europe.  Richard 
controls  28%  company  shares;  sister 
Joan,  brother-in-law  James  also  own 
sizable  chunk.  Richard  chief  executive 
1968;  stepped  down  1995.  Voracious 
reader.  Second  richest  in  Cincinnati 
after  Carl  Lindner  (see).  Member 
since  1991. 


Walter  Scott  Jr. 

$720  million 
(see  page  223) 


Jerome  Spiegel  Kohlberg  Jr. 

$715  million 

LBOs.  Mount  Kisco,  N.Y.  71 
Married,  4  children 

Left  Kohlberg  Kravis  Roberts  1987 
when  firm's  LBOs  began  getting  too 
big,  too  hostile.  No  longer  getting  a 
piece  of  KKR's  new  deals;  gradually 
decreasing  share  closed  out  at  7%. 
New  York- born  lawyer,  Harvard 
M.B.A.  At  Bear,  Stearns,  first  1965 
"bootstrap"  deal  friendly;  with 
investors,  borrowed  money,  bought 
dental  products  maker  for  $9.5  mil- 
lion from  aging  chief  who  stayed  on. 


Took  company  on  buying  spree,  then 
public;  turned  $500,000  into  $4  mil- 
lion. Blueprint:  buy  company  cheap, 
cut  costs,  motivate  executives  with 
equity.  Hired  summer  intern  George- 
Roberts  (see);  Roberts  moved  to  Cal- 
ifornia, recommended  replacement: 
cousin  Henry  Kravis.  Trio  formed 
KKR  1976.  After  leaving  KKR,  start- 
ed own  firm  1987  with  son  James. 
Member  since  1986. 

James  H.  Clark 

$710  million 

Netscape.  Woodside,  Calif.  52 
Married,  2  children 

Clark  soared  with  the  billionaires  for  a 
few  months  earlier  this  year,  until  his 
high-flying  Netscape  settled  back 
down  to  $38  from  its  $87  high.  No 
matter.  This  hyperenergetic  entrepre- 
neur is  now  looking  for  his  third  home 
run  in  Healtheon,  an  Internet-based 
health  care  information  outfit  he  start- 
ed in  February.  First  home  run  was 
Silicon  Graphics,  producer  of  inex- 
pensive, realistic  3-D  computer  graph- 
ics system  (produced  dinosaurs  in 
Jurassic  Park).  Second  home  run: 
Netscape,  commercial  software  to  nav- 
igate World  Wide  Web.  Stock  jumped 
$30  above  offering  price  on  first  day 
trading.  "I  grew  up  an  absolute  poor 
boy  in  Texas,  so  it  doesn't  bother  me 
to  spend  money.  In  fact,  if  I  have 
nothing  left  when  I  die,  it'll  be  fine." 
His  family  now  very  wealthy — except 
for  excluded  father,  who  abandoned 
Clark  when  he  was  a  child.  Member 
since  1995. 

Stanley  Druckenmiller 

$700  million 

Soros  Fund  Management. 

New  York  City,  Palm  Beach,  Fla.  43 

Married,  3  children 

George  Soros'  (see)  second-in-com- 
mand. Profiting  this  year  from  big 
bets  on  the  S&P,  bonds.  Normally 
reclusive,  joined  public  debate  last  fall 
over  national  debt.  Magna  cum 
laude,  Bowdoin  College.  Skipped 
graduate  economics  to  become  stock 
analyst,  Pittsburgh  National  Bank. 
Quickly  promoted.  "I  had  a  natural 
aptitude."  At  28,  left  to  start  money 
manager  Duquesne  Capital  Manage- 
ment 1981.  To  work  for  hero  Soros 
1988,  who  became  mentor.  Quick 
study:  got  day-to-day  management  of 
all  funds  1989.  Funds  took  off. 
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Today,  these  students  wi  11 1  earn 
HOW  TO  DISSECT  AN  ENGINE. 
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Students  at  Automotive  High  School  in  Brooklyn,  New  York  learn  auto-engineering  skills  through  the  Toyota  Technical  Education  Network. 


EVERY  YEAR,  Toyota  donates  vehicles,  equipment 
and  training  to  schools  and  colleges  across  America, 
helping  students  with  an  interest  in  automotive 
careers  get  a  head  start  in  the  job  world.  But  our 
commitment  to  education  doesn't  end  with  cars. 
Over  the  last  four  years  Toyota  invested  more  than 


$50  million  in  worthwhile  educational  organizations 
like  National  Center  for  Family  Literacy,  United 
Negro  College  Fund  and  hundreds  of  other  projects 
across  America.  As  America's  fourth-largest  manufac- 
turer of  vehicles,  it's  only  natural  that  we  should  be 
helping  to  prepare  students  for  the  long  road  ahead. 


Investing    in    the    things    we    ale    care  about. 


TOYOTA 


For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-P2,  New  York,  NY  11)019 


"Soros  has  taught  mc  that  when  you 
have  tremendous  conviction  on  a 
trade,  you  have  to  go  for  the  jugu- 
lar." Believed  to  get  30%  of  Soros' 
incentive  fee.  Member  since  1995. 

William  Ingraham  Koch 

$700  million 

Inheritance.  Palm  Beach,  Fla.  56 
Married,  1  son 

Frederick  Robinson  Koch 

$550  million 

Inheritance.  London,  Monaco,  NYC.  62 
Single 

Two  of  4  sons  of  Fred  Koch  (d. 
1967),  founder  of  $23  billion  (sales) 
oil  giant  Koch  Industries.  Family  feud 
exploded  1981:  Bill  claimed  misman- 


agement, stingy  dividends  by  Koch 
Industries.  Bill's  twin,  David,  and 
older  brother,  Charles,  (see  both)  con- 
trolled firm,  bought  out  Bill,  Fred 
1983  for  over  $1  billion.  Bill's  net 
share  estimated  $700  million.  Massa- 
chusetts court  ruled  no  capital  gains 
tax  applies;  Bill  got  biggest  Massa- 
chusetts tax  refund  ever  1993  ($47.5 
million).  Founded  Oxbow  Group 
mid-1980s:  trading  firm,  high-tech 
and  medical  research,  real  estate, 
energy,  etc.  Revenues  estimated  $700 
million.  Bill:  oenophile,  art  col- 
lector— Picasso,  Cezanne,  Miro. 
Engineering  background  helped  him 
win  sailing's  America's  Cup  1992. 
Sponsored  first  all -women  team  1995. 
Now  out  of  racing,  calling  field 


Billy  Joe  (Red)  McCombs 

$680  million 

Autos,  media,  ranches;  San  Antonio,  Tex.;  69 
Married,  3  children 

Longtime  Forbes  Four  Hundred  wannabe,  Red's  Clear  Channel  Commu- 
nications stock  explodes  with  federal  radio  deregulation.  Initial  $175,000 
investment  now  worth  over  $450  million.  Auto  mechanic's  son,  set  goal  age 
9  to  be  rich.  Washed  dishes,  delivered  newspapers  age  11.  Quit  law  school 
U.  of  Texas  after  a  year  and  a  half,  began  selling  new  Fords  on  commission 
1950.  Entered  used  car  market;  became  partner  in  dealership  1958.  Taught 
sales  seminars  for  Ford  Motor  Co.  Made  first  million  by  1960.  Teamed  with 
Lowry  Mays  (see)  to  start  Clear  Channel  Communications  1972.  Red 
focused  on  car  dealerships,  ranching.  Sold  interest  in  Denver  (basketball) 
Nuggets  1985  for  $20  million  profit;  also  85%  stake  in  San  Antonio  (bas- 
ketball) Spurs  1993.  Consolidated  extensive  ranch  holdings  in  early  1990s. 
"Success  is  the  journey,  not  the  destination." 


unsportsmanlike.  Believes  he  and 
Fred  undercompensated  by  Charles 
and  David.  Suing  for  additional  Koch 
Industries  payoff.  Member  since 
1982.  Fred:  reclusive  art  collector, 
restorer.  Attended  Harvard,  Yale 
Drama.  Philanthropist:  Morgan 
Library  in  NYC,  Harvard  Theater 
Collection;  nearly  $3  million  building 
Swan  Theatre  at  Stratford-upon- 
Avon.  In  London,  lives  in  Jean  Paul 
Getty's  former  mansion.  Joins  Bill  in 
ongoing  suits  against  brothers. 
Member  since  1983. 

Patrick  Joseph  McGovern 

$700  million 

Publishing.  Nashua,  N.H.  59 
Divorced,  remarried;  4  children 
Built  Tic-Tac-Toe  machine  tenth 
grade;  won  scholarship  to  MIT,  stud- 
ied biophysics,  computer  science. 
Worked  briefly  for  first  computer 
magazine  (Computers  and  Automa- 
tion); launched  International  Data 
Group  1964  as  computer  census  ser- 
vice. Started  flagship  Computerworld 
magazine  1967.  Has  grown  20%  to 
30%  annually  by  adding  expositions, 
books,  on-line  services.  Now  over 
280  titles  read  by  80  million-plus  in 
78  countries.  Big  push  into  Asia, 
Latin  America,  Eastern  Europe 
helped  fuel  sales  to  $1.4  billion.  Litde 
debt,  employees  own  35%.  Lives 
modesdy;  net  worth  could  far  exceed 
$700  million.  Member  since  1982. 

John  Orin  Edson 

$700  million 
Leisure  craft.  Seattle.  64 
Divorced,  remarried;  2  children 
Founded  Bayliner  Marine  Corp., 
powerboat  maker  1955,  building 
boats  in  garage  behind  showroom. 
Sales,  profits  doubled  every  3  years 
until  1986  (sales  then  over  $400  mil- 
lion), when  Brunswick  bought  Bay- 
liner  for  $425  million.  His  secret:  he 
simplified  production  in  what  had 
been  custom  boat  industry,  passed 
savings  along  to  customer.  Invested 
Bayliner  proceeds  conservatively: 
60%  in  bonds,  40%  in  stocks.  Made 
and  launched  161-foot  fiberglass 
yacht  in  July  1993.  Edson  and  wife 
own  several  planes,  helicopters. 
Bought  land  near  Scottsdale,  Ariz, 
airport.  Takes  yachting  "business 
trips"  to  Caribbean,  Costa  Rica  and 
Mexico.  Member  since  1986. 
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ANOTHER   INVESTOR'S  ADVANTAGE: 


A  brokerage 
account 


At  $49 
a  trade. 


At  only  $49  a  trade?  the  Value  Trader 
Discount  Brokerage  Account  from 
American  Express  Financial  Direct  can 
save  you  up  to  50%.  And  it's  a  rate  you  get 
Ir  as  few  as  1  5  trades  a  year.  There's  no  minimum  invest- 
ent  or  balance  required,  no  limit  on  free  stock  quotes,  and 
\  verification  of  your  trading  history  is  necessary. 


Compare  Brokerage  Fees  &  Minimums 


okerage  Firm 

1  50  Shares 
@  $30  per  Share 

200  Shares 
@  $40  per  Share 

Minimum 
Investment 

lue  Trader  Account 
>m  American  Express 

$49 

$49 

None 

hwab  One  Account 

$82.50 

$103.20 

$5,000 

delity  Plus 

$81.50 

$102.70 

$5,000 

hrt  source:  Internal  American  Express  Survey,  May  1996.  Commission  rates  may  vary 
^different  sen'ices. 

censed  financial  consultants  are  waiting  to  provide  more 
formation  on  discount  brokerage  and  more.  Whatever 
ur  needs,  you'll  receive  the  exceptional  service  you  expect 


Financial 
Direct 


American  Express. 


To  open  a  Value  Trader  Account  with  no 
minimum  investment  or  balance, 
unlimited  stock  quotes  and  $49  a  trade 
with  just  1  5  trades  a  year,  call 

1800AXP-2011 

2  9  7  -  2  0   1  1 


may  be  fees  for  special  services  or  tinder  certain  conditions.  *For  equity  trades  up  to  4,000  shares.  Please  consult  the  fee  schedule.  The  advertised  discounts  do  not 
to  mutual  funds.  American  Express  Service  Corporation,  member  NASD  and  SIPC. 


HUHUntU 


William  A,  Dart 

$700  million 

Styrofoam  cups,  investments. 
Sarasota,  Fla.  68 
Married,  3  children 

Ugly,  epic  Dart  family  dispute  contin- 
ues: W.A.'s  eldest,  estranged  son 
Thomas  suing  for  restoration  of  trust 
assets.  So  is  grandson  Thomas  Dart  Jr., 
19:  "I  want  my  family  back,  but  I  can't 
trust  any  of  them."  Small  wonder. 
W.A.'s  sons  Kenneth  and  Robert  expa- 
triated to  avoid  U.S.  taxes;  Robert 
divorced  wife  through  British  courts  to 
insure  sting}'  spousal  settlement.  W.A., 
son  of  steel  tape  measure  manufactur- 
er, experimented  with  plastics  1950s. 
Devised  secret,  lowest-cost  method  of 
making  foam  cups,  built  world's  largest 
maker,  Dart  Container.  Brought  in 
sons  Kenneth,  Robert  and  Thomas. 
Kenneth  invested  profits  brilliantly: 
Freddie  Macs,  Salomon  Brothers;  held 
up  restructuring  of  Brazil's  national 
debt.  Kenneth  and  Robert  secured  cit- 
izenship Belize,  Ireland.  Brother  Tom 
fears  bulk  of  family  lucre  has  been  spir- 
ited overseas  beyond  his — or 
anyone's — reach:  "Nobody's  left." 
Member  since  1991. 


Ernest  £.  Stempel 

$700  million 

American  International  Group. 
Hamilton,  Bermuda.  80 
Widowed,  4  children 

Insurance  kingpin.  Referred  by  uncle, 
joined  AIG  predecessor  as  assistant 
manager  1938,  then  only  23  other 
employees.  Officer  on  destroyer  in 
WWII.  Ascended  AIG  corporate 
ladder,  attended  law  school  at  night. 
Sent  to  Bermuda  by  founder  Cor- 
nelius Vander  Starr  1953  to  run  sub- 
sidiary American  International  Rein- 
surance's general  insurance  operations. 
In  1963  took  over  Starr's  life  insur- 
ance division,  made  president.  Serious 
international  business  traveler:  says 
biows  villages,  cities  of  Southeast  Asia 
better  than  U.S.;  commutes  weekly 
between  Bermuda  and  NYC.  Now  in 
charge  of  AIG  worldwide  life  insur- 
ance. Member  since  1994. 


George  Lindemann 

$700  million 

Cable  TV,  cellular  phones.  Wellington,  Fla.  60 
Married,  3  children 

"Every  time  everyone  is  talking  about 
something,  that's  the  time  to  sell." 


11  members  have 
fortunes  derived  from 
agriculture. 

After  Wharton  joined  father's  cosmet- 
ics business  1958;  developed  new  type 
contact  lens,  sold  out  to  Cooper  Labs 
1971  for  $60  million.  Acquired  New 
Jersey  cable  TV  licenses,  leveraged 
Vision  Cable  to  230,000  subscribers 
in  6  states;  sold  to  Newhouse  brothers 
(see)  for  $220  million  1982. 
Reinvested  in  cellular  telephone 
licenses;  sold  Metro  Mobile  to  Bell 
Atlantic  for  $300  million  in  Bell 
shares.  Now  building  Southern 
Union  natural  gas  company.  Son 


George  Jr.  serious  equestrian,  convict- 
ed on  charges  that  he  commissioned 
killing  a  show  horse  for  insurance 
money  1995.  Lindemann  Sr.'s  Bell 
Atlantic  stock  recently  worth  over 
$460  million.  Member  since  1989. 


Edward  Perry  Bass 

$690  million 

Oil,  investments.  Fort  Worth.  51 
Single 

Second  of  4  Bass  brothers  (see).  Yale, 
Coast  Guard,  Yale  architecture  school; 
only  non-M.B.A.  Bass  brother.  Joined 
communal  theater  troupe  in  Santa  Fe; 
owns  properties  worldwide,  including 
hotel  in  Nepal.  Oversees  Sundance 
Square,  part  of  Bass -financed  33-block 
development  downtown  Fort  Worth 
(stores,  restaurants,  apartments,  etc.) 
credited  for  Fort  Worth  revitalization. 
Spent  reported  $150  million  on  Bio- 
sphere 2,  flawed  experimental  self- 
contained  ecosystem  in  Arizona;  sued 
over  mismanagement,  got  top  man- 
agers removed.  Spent  over  $20  million 
establishing  Institute  of  Biosphere 
Studies  at  Yale.  Has  500,000-acre 
Australian  ranch.  Member  since  1983. 


Billy  Joe  (Red)  McCombs 

$680  million 
(see  page  226) 


Ted  Field 

In  a  move  that  would  have  made  Kirk 
Kerkorian  proud,  Field  bought  back 
Time  Warner's  50%  stake  of  his  record 
company  and  resold  it  to  MCA  months 
later  for  a  $100  million  gain. 


Norman  W.  Waitt 

$680  million 

Gateway  2000.  North  Sioux  City,  S.D.  42 
Married 

With  brother  Ted  (see)  started  com- 
puter mail  order  business  in  Iowa 
farmhouse  1985  with  $10,000  bank 
loan  secured  by  grandmother's  CD. 
Norman,  Morningside  College  grad, 
joined  with  $5,000  investment  1986; 
incorporated  as  Gateway  2000. 
Bypassed  Silicon  Valley  and  retail 
market;  became  direct-market  PC 
seller  and  manufacturer  based  in 
South  Dakota.  First  year  revenue: 
$100,000.  Staggering  growth  due  to 
low  costs,  low  prices.  Norm  designed 
accounting  system  and  handled  fi- 
nances. Computers  shipped  in  Hol- 
stein-spotted  boxes  inspired  by  family 
business;  same  motif  in  Norm's  office. 
Left  company  1991  amidst  tensions 
with  Ted.  Created  foundation  with 
wife,  Andrea.  Reduced  stake  to  10% 
from  45%  in  5  years.  New  venture: 
music  production  company  Anti- 
preneur.  "As  an  entrepreneur  at  Gate- 
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ay,  1  made  a  lot  of  money  and  had  a 
little  fun.  With  Antipreneur,  I  hope  to 
make  a  little  money  and  have  a  lot  of 
fun."  Keeping  to  word:  one  year,  one 
album.  Member  since  1994. 

Steven  Ferencz  Udvar-Hazy 

$675  million 

International  Lease  Finance  Corp. 
Beverly  Hills.  50 
Married,  4  children 

Born  Budapest.  Family  fled  to 
Sweden,  then  NYC;  LA  1962. 
Steven,  UCLA  grad,  had  own  air- 


drawn  into  family  real  estate:  "It 
became  so  fascinating  I  decided  to 
stay."  Shopping  malls  1968-83. 
Bought  GAP  shares  1981;  successful 
proxy  fight  against  "selfish  manage- 
ment." With  Michael  Milken's  (see) 
help,  went  after  Union  Carbide, 
Borg-Warner;  made  over  $450  mil- 
lion. Took  International  Specialty 
Products  .public  1991.  Founded 
Heyman  Center  on  Corporate  Gov- 
ernance at  Cardozo  Law  School, 
NYC,  1987.  Pxtensive  art  collection. 
Much  debt.  Member  since  1991. 


craft  brokering,  consulting  business. 
With  Leslie  and  Louis  Gonda  (see), 
pooled  $150,000,  plus  $1.7  million 
bank  loan,  to  found  ILFC  in  1973. 
Deregulated  airlines  eager  for  cheap, 
low-risk,  short-term  leases.  Public 
1983;  now  one  of  world's  largest 
aircraft  lessors.  Merged  with  AIG 
1990.  Known  as  demanding  busi- 
nessman, shrewd  negotiator.  Keen 
sense  of  industry:  $4.7  billion 
Boeing  jet  order  in  mid-1980s, 
including  generation  not  in  use; 
today  those  flying  are  industry  stan- 
dard. Recently  ordered  18  Boeing 
aircraft,  valued  at  $2.7  billion.  ILFC 
president.  Certified  pilot;  flies  com- 
pany jet  around  world  scouting 
business.  Member  since  1993. 

Samuel  Heyman 

$675  million 

GAF  Corp.  New  York  City.  57 
Married,  4  children 

Yale  (tennis  champ),  Harvard  Law; 
under  Bobby  Kennedy  at  Justice, 
chief  assistant  U.S.  Attorney  Con- 
necticut. When  father  died  1968, 


Melinda  and  Bill  Gates,  Warren  Buffett  (third 
from  right)  and  Chinese  president  Jiang 
Zemin  in  Beijing  last  year. 
If  every  Chinese  drank  a  Coke  a  week 
or  1  in  1,000  bought  Windows. . . . 


Patrick  G.  Ryan 

$670  million 

Insurance.  Winnetka,  III.  59 
Married,  3  children 

Son  of  Milwaukee  Ford  dealer. 
Northwestern  on  football  scholar- 
ship. Sold  Perm  Mutual  insurance 
before  founding  Pat  Ryan  &  Associ- 
ates 1964.  Specialized  in  providing 
policies  with  "altar  boy"  image  at  car 
dealerships.  Renamed  Ryan  Insurance 
Group,  Inc.  1971;  merged  with  Aon 
Corp.  (formerly  Combined  Interna- 
tional Corp.)  1982.  Acquired  major- 
ity of  corporate  training  company 
Pecos  River  Learning  Centers  1994. 
Disposed  of  two  life  insurance  sub- 
sidiaries 1996  to  focus  on  insurance 
brokerage.  Current  chair  and  CEO. 
Part-owner  Chicago  (football)  Bears. 
Founded  Pathways  Center  for  Chil- 
dren with  wife,  Shirley,  a  not-for- 


profit  center  for  children  with  neuro- 
logical, sensory- motor,  learning  dis- 
orders. Slowed  down  since  quadruple 
bypass  surgery  1994.  Member  since 
1985. 

Alan  Gerry 

$665  million 

Cable  TV.  Liberty,  N.Y.;  Naples,  Fla.  67 
Married,  3  children 

Sold  Cablevision  Industries  to  Time 
Warner  last  year  for  $2.8  billion; 
Gerry's  take:  $795  million  in  Time 
Warner  stock  and  cash.  Age  17,  U.S. 
Marines,  then  electronics  school; 
studied  television  1949.  Put  up  TV 
antenna  towers  with  $1,500  1956  in 
Catskills  town  of  Liberty.  "Just  trying 
to  get  a  good  picture  on  the  3  net- 
works." Acquired  cable  franchises, 
built  systems,  steady  growth  to  2,000 
subscribers  1970;  then  up  to  52,000 
by  1980.  Acquisition  push  through 
1980s  jacked  CVI,  subsidiaries  to  1 .3 
million  subscribers  in  18  states; 
Philadelphia,  LA,  etc.  Says  not  wor- 
ried about  underperforming  Time 
Warner  stock,  eagerly  awaiting  Time 
Warner/Turner  merger.  Now  run- 
ning own  investment  company:  ven- 
ture capital,  currency  trading,  etc. 
Member  since  1993. 

John  Charles  Haas 

$665  million 

Rohm  &  Haas  Co.  Villanova,  Pa.  78 
Married,  5  children 

Father  Otto  Haas  (d.  1960)  and 
Otto  Rohm  formed  German  compa- 
ny to  manufacture  leather  products 
1907.  Fifty-fifty  partnership:  Haas 
came  to  U.S.  to  set  up  American 
branch  1909;  Rohm  developed 
German  side.  Company  added  pesti- 
cides 1929,  Plexiglas  1932.  U.S. 
government  seized  German  assets 
WWI,  WWII;  sold  in  public  offering 
1948.  Haas  family  kept  their  stake. 
Company  split  into  two  independent 
firms:  Rohm  &  Haas  (Philadelphia) 
and  Rohm  GmbH  (Germany). 
John's  brother  Fritz  Otto  Haas  (d. 
1994)  took  over  when  father  retired 
1959.  John:  chairman  1974-78. 
Expanded  into  paint  and  paper  coat- 
ings, adhesives,  chemicals.  Created 
RohMax  July  1996:  joint  venture 
with  Rohm  GmbH  of  Germany; 
reunited  petroleum  additives  divi- 
sions. Sales  expected  to  exceed  $4 
billion  1996.  Member  since  1986. 
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Here  you  see  all  of  the  rectangular  automatic  watches 
in  the  world  with  a  perpetual  calendar  and  moon  display. 

Ref.  3546  The  Novecento,  suggested  retail  price: 
18-karat  gold  $22,500,  platinum  $35,000 


IWC 


For  complete  catalog  please  call  (800)  432-9330 


Josephine  Ford 

$660  million 

Inheritance.  Grosse  Pointe  Farms,  Mich.  73 
Married,  4  children 

With  brother  William  Clay  (see),  last 
surviving  grandchildren  of  Ford  Motor 
Co.  founder  Henry  Ford  (d.  1947). 
Brotiier  Henry  Ford  II  (d.  1987)  left 
Yale,  Navy  following  father  Edsel's 
death  to  join  faltering  company  1943; 
succeeded  grandfather  as  president 
1945;  retired  as  chairman  1980.  Engi- 
neered company  turnaround,  redevel- 
opment of  downtown  Detroit. 
Josephine  (Dodie  )  married  to  Walter 
B.  Ford  of  unrelated  old  Detroit  bank- 
ing family.  Ford  family  has  donated 
more  than  $10  million  to  Detroit 
Institute  of  Arts.  Ford  Foundation 
holds  $7.5  billion  assets.  Ford  family 
collectively  owns  6%  company  with 
40%  voting  power,  recendy  worth  $2.2 
billion.  First  appeared  on  list  1983. 

Michael  Birck  and  family 

$660  million 
(see  page  234) 

John  William  Berry  Sr. 

$650  million 

Yellow  Pages.  Dayton,  Ohio.  74 
Twice  divorced,  remarried;  5  sons 
Son  of  Loren  M.  Berry,  horseradish 
salesman,  then  train  schedule  ad  space 
boy.  Arrived  Dayton  1910  with  ambi- 
tion, $200.  Convinced  Dayton  Home 
Telephone  Co.  to  sell  ads  on  yellow 
paper  he  could  buy  cheap.  "Mr. 
Yellow  Pages"  died  1980  at  91,  his 
product  by  then  a  part  of  the  lan- 
guage. John  Sr.  bought  out  siblings, 
expanded.  Sold  L.M.  Berry  &  Co., 
then  second-large  >i  Yellow  Pages 
agent,  for  BellSouth  stock  1986; 


retired  1987.  Son  John  Jr.:  48,  CEO 
Berry  Investments  (hunting  supplies, 
security  devices).  With  family,  believed 
to  still  hold  some  14  million  shares 
BellSouth.  Member  since  1983. 

Leon  Hess 

$650  million 

Amerada  Hess  Corp.  Deal,  N.J.  81 
Married,  3  children 

Son  of  Lithuanian  immigrant  who 
started  small  fuel-delivery  firm;  went 
broke  1933.  Leon,  19,  reorganized 
business:  rebuilt  trucks  with  heaters  to 
deliver  fuel  oil  in  liquid  form;  bought 
resid  for  pennies,  sold  for  near-full 
price  per  BTU  of  coal.  Expanded  into 
refining,  exploration.  Hess  went 
public  1962  through  merger. 
Acquired  Anerada  Corp.  1969.  Com- 
pany produces  oil  in  U.S.,  U.K., 
North  Sea,  Middle  East,  Gabon.  Also 
sells  gasoline  in  over  500  Hess  stations 
(primarily  in  New  York,  New  Jersey, 
Florida).  Over  $7  billion  in  sales  last 
fiscal  year.  Stepped  down  as  chairman 
and  CEO  1995;  still  on  board.  Son 
John,  41,  now  CEO.  Leon  owner  of 
New  York  (football)  Jets.  Member 
since  1982. 

Robert  Allen  Naify 

$650  million 

Movie  theaters.  San  Francisco.  74 
Married,  6  children 

Marshall  Naify 

$445  million 

Movie  theaters.  San  Francisco.  76 
Divorced,  3  children 

Brothers.  Two  sons  of  Lebanese  immi- 
grant who  opened  Atlantic  City  movie 
theater  1912.  Founded  California 
Theaters  1920s;  later  purchased  50% 


Kevin  McClatchy 

McClatchy  used  some  of  his  family's 
newspaper  money  to  pay  $90  million 
for  the  Pittsburgh  Pirates.  At  33,  he's 
the  league's  youngest  owner. 


United  Artists  Theater  Circuit.  Early 
pioneer  cable  television  1950s.  Young 
Robert  and  Marshall  started  in  movie 
business  as  ushers,  projectionists  in 
father's  theaters;  gained  control  after 
UCT-UATC  merger  1963.  Brothers 
eventually  sold  out  to  Tele-Communi- 
cations, Inc.  1986  for  stock,  convert- 
ible notes,  cash.  Brothers  low-key,  but 
older  brother  Marshall  making  noise 
investing  in  Canadian  gold  stocks. 
First  appeared  on  list  1987. 

Oakleigh  Blakeman  Thome  III 

$650  million 
CCH.  Millbrook,  N.Y.  64 
Divorced,  remarried;  4  children 
CCH  (formerly  Commerce  Clearing 
House)  agreed  to  $1.9  billion  buyout 
by  Dutch  media  powerhouse  Wolters 
Kluwer  in  January  Deal  strengthens 
position  in  U.S.  tax  and  legal  publish- 
ing market.  Great-grandfather  Oak- 
leigh Thorne  bought  company  1892, 
21  years  before  income  tax  enacted. 
Company  became  largest  publisher  of 
tax  guides  for  lawyers,  accountants 
and  government.  Biggest  subscriber: 
IRS.  Oakleigh  III  less  committed  to 
company;  spent  more  time  on  900- 
acre  "Thorndale"  estate.  CCH's  net 
income  dropped  from  $53  million 
1987  to  $31  million  1991.  Enter 
founder's  great-great-grandson,  Oak- 
leigh IV.  Joined  company  after 
Columbia  M.B.A.,  engineered  com- 
pany makeover:  trimmed  payroll, 
reorganized  management,  pushed  for 


18  members  of  The 
Forbes  Four  Hundred 
have  fortunes  derived 
from  retailing. 
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SAVIN'S  GOING  TO  WIN  YOU  OVER  BY 
SQUEEZING  OUT  THE  INEFFICIENCIES  OF 
PRODUCING  A  GREAT  DOCUMENT. 


You're  looking 
.,  for  ways  to  make 
'  //  your  office  work 
faster,  smarter  and 
more  productively. 
Look  no  further  than  Savin. 
We  have  the  technology  you 
need  and  can  customize  a  docu- 
ment handling  solution  for  you  to 
increase  efficiency  while  lowering 
your  costs.  So  you  can  spend  less 
time  producing  documents  and 
more  time  devoted  to  more 
important  business. 

With  one  of  the  most  complete 
product  lines  in  the  industry  we 
have  many  ways  to  improve  your 
productivity,  and  your  bottom  line. 

From  our  high  performance 
copiers  that  deliver  up  to  80  clear, 
crisp  copies  per  minute. 

To  our  high  speed 
digital  duplica- 


tors that  offer 
a  lower  cost 

way  to  create  images  of  near  offset  print  quality. 

To  a  Savin  digital  multifunctional  system  that  can  function  as 
a  copier,  fax  machine,  PC  printer  and  scanner  and  will  connect 
directly  to  your  PC. 
For  the  kind  of  simple,  smart  solutions  you're  looking  for, 
backed  by  the  kind  of  people  and  service  you  deserve,  choose 
Savin.  And  discover  the  many  efficiencies  of  working  with  us. 


savin 

WE'RE  GOING  TO  WIN  YOU  OVER 


fpBBES  FOUR  HUNDRED 


dramatic  shift  toward  electronic  pub- 
lishing. Rewarded  for  turnaround 
with  CEO  title  April  1995.  Nearly 
doubled  fortune  selling  family's  con- 
trolling CCH  stake:  "We  found  the 
offer  very  compelling."  Resigned  in 
August.  Thorne  family  no  longer 
associated  with  company.  First 
appeared  on  list  1982. 

Dean  White 

$650  million 
(see  page  236) 

Mark  Hume  McCormack 

$650  million 

Sports  management.  Cleveland,  NYC.  65 
Divorced,  remarried;  2  sons,  1  daughter 
Lost  $1  billion  bid  for  broadcast  rights 
to  2002  soccer  World  Cup.  But  no 
matter.  Still  explosive  growth  for 
worldwide  sports  business  juggernaut 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


International  Management  Group. 
Son  of  Chicago  farm  journal  publish- 
er. Childhood  injury  ruled  out  contact 
sports,  chose  golf.  As  top  golfer  at 
William  &  Mary,  competed  against, 
befriended  Arnold  Palmer.  Yale  Law, 
Army  stint  followed  by  job  in  Cleve- 
land law  firm.  On  side,  booked  exhi- 
bitions for  pro  golfers.  Palmer,  others 
asked  McCormack  to  review  endorse- 
ment contracts.  Started  IMG  late 
1950s,  Palmer  first  client;  then  signed 
Jack  Nicklaus,  Gary  Player.  Gradually 
built  business  to  global  proportions. 
Five  IMG  divisions:  client  manage- 
ment (sports,  entertainment,  literary); 
event  management  (owns  several  golf 
and  tennis  events);  corporate  market- 
ing; television  and  film  production 
(covers  badminton  in  Asia,  soccer  in 
Europe,  golf  everywhere);  financial 
management.  Member  since  1995. 


Michael  Birck  and  family 

$660  million 

Tellabs,  Inc.  Hinsdale,  III.  58 
Married,  3  children 

Born  in  Missoula,  Mont.;  raised  on  chicken,  corn  farm  in  Indiana.  Father 
was  rural  mail  carrier,  mother  English  teacher.  Turned  on  to  science,  math 
by  high  school  teacher;  only  student  in  class  of  1 1  to  go  to  college.  After 
electrical  engineering  degree  at  Purdue  (1960),  joined  vaunted  Bell  Labo- 
ratories. Bureaucracy  nearly  suffocated  him:  "I  really  wanted  to  design  some- 
thing." Left  in  1966  after  NYU  master's  in  engineering;  started  Tellabs  in 
1975  with  2  partners,  plywood  workbench,  $25  used  soldering  machine, 
old  oscilloscope.  Public  1980;  sales,  profits  skyrocketed  in  1990s  on  strength 
of  Titan  digital  cross-connect  system:  helps  regional  Bells  manage  phone 
traffic.  Affable,  down-to-earth,  but  stock  up  2,100%  since  1993. 


19  members  of  The 
Forbes  Four  Hundred 
have  fortunes  derived 
from  technology. 

Edward  J.  DeBartolo  Jr. 

$650  million 

Shopping  centers.  Youngstown,  Ohio.  50 
Married,  3  daughters 

Ed  Jr.  dislikes  debt,  unlike  dad  Ed  Sr. 
(d.  1994):  stock  swap  with  Melvin 
Simon  (see)  wipes  out  $1.5  billion 
loan  1996;  now  holds  22  million 
shares  in  nation's  largest  RETT  Ed  Sr. 
wrote  contracting  bids  for  non- Eng- 
lish-speaking stepfather  at  age  13. 
Studied  civil  engineering  Notre 
Dame;  Army  engineering  WWII. 
Took  over  family  business  1944,  built 
first  shopping  center  1948.  Saw  sub- 
urban malls  as  "the  new  downtown." 
Took  risks,  built  vast  shopping  center 
empire;  net  worth  over  $1  billion 
before  early  1990s  real  estate  crash, 
debt  crunch.  President  Ed  Jr.'s 
biggest  single  personal  asset:  San 
Francisco  (football)  49ers;  litde  sister 
Marie  active  in  running  private  real 
estate.  Member  since  1995. 

James  Evans  Stowers  Jr. 

$650  million 

Mutual  funds.  Kansas  City,  Mo.  72 
Married,  4  children 

"The  eternal  bull."  Founder,  Twenti- 
eth Century  Mutual  Funds.  WWII 
Army  fighter  pilot.  After  graduating 
U.  of  Missouri  1948,  did  short  stints 
medical  school,  life  insurance  sales, 
local  mutual  fund  firm.  Founded 
Twentieth  Centurv  Mutual  Funds 
1958  with  $100,000  and  24  share- 
holders. Believes  earnings  momentum 
predicts  stock  prices:  "Money  follows 
earnings."  First  tracked  dozens  by 
hand  with  calculator;  developed  com- 
puter  model    1973,   now  tracks 
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Active  partnership  is  powered  by  a  commitment  to  the  mutual  exchange  of  knowledge,  experience 
and  ideas.  By  pooling  our  mutual  resources,  we  can  work  together  to  create  custom-tailored  risk  management 
products  and  solutions  that  yield  superior  results  in  areas  like  cost  management  and  customer  service.  As  a  member 
of  The  Worldwide  Zurich  Insurance  Group,  we  provide  extensive  financial  strength,  and  offer  long-term  active 
partnership  to  you.  For  more  information,  contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 


Tlic  Power  of  Partnership 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


HONORED 


Dean  White 

$650  million 

Billboards,  hotels.  Crown  Point,  Ind.  73.  Married,  4  children 

The  new  Clinton/Gore  restrictions  on  tobacco  companies'  advertising  may 
take  a  piece  out  of  White's  wealth.  Cigarette  companies  big  spenders  on  bill- 
boards, and  Whiteco  Outdoor  now  nation's  fourth-largest  billboard  com- 
pany. Father  started  sign  company  1935;  Dean  sold  ads  at  13.  U.  of  Nebras- 
ka dropout.  U.S.  Merchant  Marine  Academy  1945;  returned  to  take  over 
business.  Surpassed  father's  challenge  to  net  $1  million:  landed  billboard 
contract  with  Holiday  Inn  founder  Kemmons  Wilson;  capitalized  on  inter- 
state highway  growth.  Has  diversified  into  go-cart/batting-cage  entertain- 
ment centers.  Hints  he  may  take  Whiteco  public  while  the  taking  is  good: 
"When  [Whiteco  is]  valued  at  14  times  cash  flow,  I'm  heads  up  on  that." 
Or  may  not:  "I  can't  spend  the  money  I  got." 


15,500.  Last  year  acquired  $11  billion 
Benharn  Group.  Assets  now  over  $50 
billion.  Lunch:  homemade  peanut 
butter  sandwiches  in  employee  cafete- 
ria. Son,  James  Stowers  III,  now  pres- 
ident. With  wife,  both  cancer  sur- 
vivors, big  givers  to  medical  research. 
Member  since  1993. 


L.  Lowry  Mays 

$640  million 
(see  page  238) 


Sidney  Kimmel 

$630  million 

Jones  Apparel  Group.  Philadelphia.  67 
Single 

Son  of  Philly  cab  driver.  Dropped  out 
of  college,  worked  in  knitting  mill. 
Rose  to  president  women's  sports- 
wear company  Villager  Inc.  1968. 
Founded  Jones  Apparel  Division  of 
W.R.  Grace  &  Co.;  bought  unit  1970 
with  former  Grace  accountant  Gerard 
Rubin.  Moderately  priced  career 
sportswear:  "Armani  for  the  working 
woman."  Dangerously  overexpanded 
by  1987,  sold  weak  divisions,  held  on 
to  moneymakers:  Jones  New  York, 
Evan-Picone,  Saville.  Bought  out 
Rubin  1989;  took  public  1991.  Cin- 
ematic sideline:  Jones  Film,  started 
1983:  Blame  it  On  Rio,  9  1/2  Weeks. 
Recently  donated  $10  million  to 
Thomas  Jefferson  U.  for  cancer 
research.  Member  since  1992. 


Morton  L.  Mandel 

$630  million 
Premier  Industrial  Corp. 
Shaker  Heights,  Ohio.  75 
Married,  3  children 

Joseph  C.  Mandel 

$615  million 
Premier  Industrial  Corp. 
Lyndhurst,  Ohio.  82 
Married,  2  children 

Jack  N.  Mandel 

$600  million 
Premier  Industrial  Corp. 
Shaker  Heights,  Ohio.  84 
Married 

Brothers.  Morton:  dropped  out  of 
Western  Reserve  U.  at  19,  pooled 
$900  with  Joe  and  Jack,  bought 
auto-parts  business  from  uncle 
1940.  Public  1960;  bought  Newark 
Electronics  1968  to  expand  bevond 
auto  parts:  provides  hard-to-find, 


rare  electronic  parts  to  mostly  low- 
volume  customers.  Heavy  emphasis 
on  customer  service:  employees 
answer  telephone  by  third  ring.  Jack 
and  Joe  chaired  finance,  executive 
committees.  Active  in  Cleveland 
redevelopment  efforts.  Merged 
Premier  Industrial  with  England's 
Farnell  Electronics  Pic.  in  $2.8  bil- 
lion deal  1996;  now  Premier  Farnell 
Pic.  Brothers  received  cash,  stock. 
Morton  still  active,  Premier  Farnell 
deputy  chairman.  First  appeared  on 
list  1983. 


John  Thomas  Lupton 

$630  million 

Coca-Cola  bottling.  Lookout  Mountain,  Tenn.  70 
Married,  4  children 

Elizabeth  Lupton  Davenport 

$630  million 

Coca-Cola  bottling.  Lookout  Mountain,  Tenn.  63 
Divorced,  remarried;  3  children 
Siblings.  Grandfather  John  T.  (d. 
1933)  landed  rights  to  distribute 
Coke  1899.  Used  part  of  patent  med- 
icine fortune  to  finance  early  bottling 
plants.    Father,    Thomas  Carter, 
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#1  Overall 
Three  Years  in  a  Row 

"How  the  Discount  Brokers  Stack  Up" 


bought,  sold  Coke  franchises  at  fren- 
zied pace.  John:  started  1954  as  chief 
bottle  washer;  ran  family's  Great  West- 
ern Coca-Cola  Bottling  Co.  after 
father's  death  1977;  board  member 
until  1983.  became  largest  U.S.  Coca- 
Cola  bottler.  Sold  to  Coke  1986  for 
$1.4  billion.  Major  pillar  Chattanooga 
society.  Joined  moneylosing  golf  club 
maker  ProGroup  as  CEO  1995;  com- 
pany in  black  after  4  months.  Member 
since  1982.  Elizabeth:  lives  quietly, 
but  shares  in  fortune  worth  over  $1 .2 
billion.  Member  since  1986. 

Cordelia  Scaife  May 

$630  million 

Inheritance.  Ligonier,  Pa.  68 
Divorced,  widowed 

Great-granddaughter  of  Judge 
Thomas  Mellon  (see  Mellon  family). 
Married  briefly  1950.  Wed  Pittsburgh 
D.A.  Robert  Duggan,  longtime 
friend,  1973.  Duggan  shot  to  death 
during  corruption  investigation  1974. 
Brother,  Richard  Mellon  Scaife  (see), 
convinced  Duggan  was  guilty,  had 
turned  against  him.  She  never  forgave 
him.  Funds,  supports  environmental, 
educational  causes.  Carried  on  family 
tradition  of  funding  emerging  com- 
panies: $10  million  for  alternative 
energy  into  venture  capital  firm  Roldi- 
va  (named  after  her  favorite  horse). 
Member  since  1982. 

Michael  Hitch 

$625  million 

Pizza.  Detroit  area.  67 

Married,  7  children 

Pizza  problems:  after  Little  Caesar's 
entry  into  delivery  business,  competi- 
tor Pizza  Hut  takes  big  slice  of  Caesar's 
take-out  market.  Also  stung  by  Kmart 
store  closings:  lost  scores  of  Caesar's  in- 
store  outlets.  Son  of  Macedonian 
immigrants,  opened  first  pizza  parlor 
with  wife,  Garden  City,  Mich.  1959. 
Added  second  1961;  started  franchis- 
ing 1962.  Saw  chain  possible:  by  1967, 
50  Little  Caesar's.  Started  high-voltage 
ad  campaigns:  "Pizza!  Pizza!  Two  great 
pizzas!  One  low  price"  1976.  Hitch 
opened  Czech,  Slovak  stores  1993. 
Sales  now  top  $2  billion.  Owns  Detroit 
(hockey)  Red  Wings;  bought  (baseball) 
Tigers  from  rival  Domino's  Pizza 
owner  Tom  Monaghan  (see);  pledged 
$175  million  for  new  stadium.  Invest- 
ed in  blighted  downtown  Detroit 
properties.  Member  since  1991. 
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5.  K.  Aufhauser 
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This  year,  the  nation's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  of  Products 
Mutual  Fund  Offerings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994, 1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 


Access  to  over  4,850  mutual  funds 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  850  and  growing) 

No-Load/Low-Load  Annuity  and 
Life  Insurance  buying  service 
(over  300  products) 


Three  separate  on-line  trading 
services,  each  offering  a  10% 
discount  from  our  commission 
rate  schedule 

No  Annual  Fee  IRA  and  QRP 

No  Annual  Fee  Cash  Manage- 
ment with  free  checkwriting 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


http://pawws.com/jwc 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 

Jack  White,  President 


JackVJhite  &  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


mm  FOUR  HUNDRED 


L.  Lowry  Mays 

$640  million 

Radio.  San  Antonio,  Tex.  61.  Married,  3  children 

Texas  A&M,  Harvard  M.B.A.  Ran  small  investment  banking  concern.  "I 
had  no  intention  of  getting  into  the  broadcast  business."  Teamed  with  local 
car  dealer  B.J.  "Red"  McCombs  (see)  to  buy  struggling  San  Antonio  radio 
station  WOAI-AM  for  $175,000  in  1972.  Quit  banking  to  run  fledgling 
media  properties  1974.  Bought  distressed  stations  in  mid-size  markets. 
Stepped  up  promotion:  heavy  use  of  billboards,  on-air  contests,  giveaways. 
Clear  Channel  Communications  public  1984  at  $10  a  share;  secondary 
offering  1991  at  $14.25.  With  FCC  ownership  rules  easing,  shares  now 
trade  in  the  80s.  Mays  still  owns  20%.  Cash  flow  compounded  annually  by 
50%  over  past  5  years.  Clear  Channel  now  18  TV  stations,  140  radio  sta- 
tions nationwide.  Three  kids  in  business;  Mark,  33,  current  chief  operating 
officer,  being  groomed  to  take  over. 


David  Howard  Murdock 

$625  million 

Real  estate,  finance.  Be!  Air,  Calif.  73 
Divorced,  widowed,  remarried;  2  sons 
In  4  years  lost  nearly  $200  million  on 
2  Hawaiian  luxury  hotels.  A  "tactical 
error."  High  school  dropout.  To 
Phoenix  after  World  War  II.  Made 
fortune  building  houses;  lost  nearly  all 
when  housing  market  collapsed  1964. 
Put  last  million  into  Los  Angeles  real 
estate,  small  companies.  Now  Pacific 
Holding.  Merged  Iowa  Beef  Proces- 
sors into  Occidental  Petroleum,  made 
$100  million.  Now  chief  executive, 


23%  owner  Dole  Food.  Also  lots  of 
real  estate,  Arabian  horses.  "As  long 
as  we  want  to  achieve,  we're  alive.  If 
we're  satisfied,  we're  already  half 
dead."  Member  since  1982. 

Betsey  Gushing  Roosevelt 
Whitney 

$625  million 

Inheritance.  Manhasset,  N.Y.  88 
Divorced,  widowed;  2  children 
One  of  the  3  famous  "Cushing  sis- 
ters," she  married  James  Roosevelt, 
FDR's  eldest  son;  became  White 
House   hostess.   Divorced  1940. 


Remarried  1942,  to  John  Hay  (Jock) 
Whitney,  heir  to  vast  oil,  tobacco  for- 
tune. Jock  invested  in  startups,  media 
(International  Herald  Tribune,  TV, 
radio  stations).  Died  1982.  Betsey 
inherited  almost  all,  including  large 
art  collection  appraised  over  $200 
million.  Media  holdings  gready 
reduced  several  years  ago,  but  not  so 
family  trusts.  She  still  comes  in  to  the 
family  office  every  day.  "She  keeps  us 
all  hopping."  Member  since  1982. 

Richard  Edwin  Marriott 

$620  million 

Hotels.  Potomac,  Md.  57 
Married,  4  children 

John  Willard  Marriott  Jr. 

$565  million 

Hotels.  Washington,  D.C.  area.  64 
Married,  4  children 

Sons  of  John  Willard  Marriott  Sr.  (d. 
1985).  Willard  Sr.  started  Washing- 
ton, D.C.  9-stool  root  beer  stand, 
Hot  Shoppe,  with  wife,  Alice,  1927; 
expanded  into  airline  catering,  restau- 
rants. Opened  Marriott  Twin  Bridges 
Motor  Hotel  1957.  Deeply  religious 
Mormon,  often  worked  18-hour  days 
in  early  years.  Willard  Jr.  (Bill):  U.  of 
Utah  grad,  started  as  teen  cook  at 
father's  Hot  Shoppes.  Marriott  Corp. 
CEO  1972,  succeeding  father. 
Richard:  U.  of  Utah,  Harvard 
M.B.A. ,  also  began  at  Hot  Shoppes; 
Marriott's  vice  chairman  1986.  Hotel 
count  surged  from  75  (1980)  to  539 
(1989).  Company  split  in  two  1993: 
Host  Marriott  Corp.  owns,  manages 
real  estate;  Marriott  International 
manages  hotels,  provides  food/facil- 
ities management.  Expansion  drives 
second  split  1996:  new  Host  Mar- 
riott Services  Corp.  operates  conces- 
sions at  airports,  toll  roads, 
sports/entertainment  venues.  Bill 
runs  Marriott  International;  brother 
Dick  heads  Host  Marriott,  also  chairs 
First  Media  Corp.,  broadcasting  firm 
privately  owned  by  Marriott  family. 
Brothers  active  Mormons,  philan- 
thropists. First  appeared  on  list  1986. 

Nelson  Peltz 

$620  million 

LBOs.  Bedford,  N.Y.;  Palm  Beach,  Fla.  54 
Divorced,  remarried;  8  children 
With  wife,  Claudia,  and  investor 
partner  Peter  May,  sued  factoring 
firm  Rampell  1996;  claimed  they 
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Why  not  get 

a  head  start 
on  them? 

■■ ' ... 


The  next  generation 

of  executives 
will  use  GISO 
to  manage  their 
I  '  MRO  materials. 


Today's  methods  of  managing  MRO  (maintenance,  repair  and  operating)  inventory  usually  result 
in  heavy  costs.  Costs  that  eat  into  your  bottom  line.  The  way  of  the  future  is  the  GISO  way. 

GISO  (Grainger  Integrated  Supply  Operations)  can  drive  down  your  MRO  costs  with  an  unbeat- 
able array  of  vendor-managed  services. 

At  GISO,  we  work  with  you  to  completely  re-think  your  MRO  system.  Streamline  your  acquisition 
processes,  simplify  complex  purchasing  and  billing  methods,  and  manage  your  MRO  inventory  on-site 
while  reducing  it  by  as  much  as  60%. 

With  GISO's  help,  you  can  boost  productivity,  lower  your  total  costs  and  significantly  improve  your 

profitability.  ^^^m—m — 

For  tomorrow's  business  executives,  GISO  will  be  simply  standard  mi  FMBPP 

operating  procedure. Why  nol  make  it  yours  now?  Call  1  800  695-8588  S££f£fZS£fl 

ext.  1654  and  we'll  show  you  how.  Integrated  Supply  Operations 


http://www.grainger.com 
©  1996  W.W.  Grainger,  Inc. 


were  illegally  lured  into  deal  that 
promised  30%  return.  Peltz's  Palm 
Beach  estate,  Montsorrel,  on  block 
for  $75  million,  twice  as  much  as 
next-highest  property.  Wharton 
dropout.  Built  up  family  food  distrib- 
utor, sold  1978.  With  May,  met 
Michael  Milken  1979.  Gained  con- 
trol Triangle  Industries  1983; 
National  Can  1985;  American  Can 
1986.  Sold  Triangle  1988  to  France's 
Pechiney  S.A.  for  $834  million  profit. 
Not  as  successful  after:  put  $100  mil- 
lion 1989  into  U.K.'s  Montleigh 
Group  (real  estate),  lost  all  when  firm 
collapsed.  With  May,  paid  $80  mil- 
lion for  25%  Victor  Posner's  DWG 
1993,  now  Triarc  Cos.  Also  partner 
Hollywood  Inc.  (Florida  real  estate). 
Member  since  1989. 


Charles  Thomas  Munger 

$620  million 

Berkshire  Hathaway.  Los  Angeles.  72 
Married,  8  children 

Curmudgeonly  partner  of  Warren 
Buffett  for  past  30  years;  his  tough- 
guy  approach  makes  possible  Buf- 
fett's  Mr.  Nice  Guy.  Helped  push 
Buffett  toward  more  qualitative,  less 
quantitative  analysis.  Buffett:  "He 
expanded  my  horizons."  U.  of  Michi- 
gan 1941-42,  Cal  Tech  1943  while  in 


20  members 
of  The  Forbes 
Four  Hundred  have 
fortunes  derived 
from  software. 


Air  Force.  Postwar,  Harvard  Law 
School,  J.D.  1948,  magna  cum  laude. 
Lawyer  in  L.A.  1948-65;  met  Buffett 
1959;  co-invested  mid-1960s.  Berk- 
shire Hathaway  officer  1976;  direc- 
tor, vice  chairman  since  1978.  Enjoys 
golf,  bridge,  fishing.  Says  life's  goal  to 
stay  below  radar  screen  of  The  Forbes 
Four  Hundred.  "I've  been  associated 
with  Warren  for  so  long,  I  thought 
I'd  just  be  a  footnote."  No  way. 
Member  since  1993. 


Michael  Krasnv 

$620  million 
(see  page  242) 


Melvin  Simon 

$620  million 

Shopping  centers.  Indianapolis; 
Manalapan,  Fla.  70 
Divorced,  remarried;  5  children 

Herbert  Simon 

$425  million 

Shopping  centers.  Indianapolis.  62 
Divorced,  remarried;  5  children 
The  "Marx  Brothers"  of  malls  tell 
each  other  to  shut  up  during  negoti- 
ations. Must've  been  a  lot  of  cackling 
as  they  merged  with  DeBartolo  (see), 
creating  a  $3.7  billion  company  and 
the  nation's  largest  shopping  center 


RLIT,  the  Simon  DeBartolo  Group. 
They  can  now  further  leverage  their 
holdings  on  favorable  terms  and  keep 
expanding  beyond  current  holdings 
of  1 1 1  regional  shopping  centers,  66 
strip  shopping  centers.  Sons  of  New 
York  tailor,  Mel  moved  to 
Indianapolis,  became  leasing  agent. 
Sent  for  Herb;  made  fortunes  cover- 
ing Midwest  with  unpretentious 
shopping  malls.  "Meshuggener  Mel" 
known  for  colorful  clothing,  exuber- 
ant manner.  Pair  own  Indiana  (bas- 
ketball) Pacers;  22.5%  Minneapolis' 
Mall  of  America.  Put  53%  of  their  69 
million  sq.  ft.  shopping  mall  empire 
in  1993  IPO  of  Simon  Property 
Group.  "We  are  just  a  couple  of  naive 
guys  from  the  Bronx,  right?"  Mel  a 
member  since  1982;  Herb  first 
appeared  on  list  1986. 


Jennifer  Johnson  Duke 

$610  million 

Inheritance.  Jacksonville,  Fla.  55 
Twice  married,  2  children 

James  Loring  Johnson 

$610  million 

Inheritance.  Pottersville,  N.J.  51 
Married,  6  children 

Children  of  John  Seward  Johnson  (d. 
1983),  with  sisters,  Elaine  (see  Wold), 
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It's 


nothings 


missing. 


imply  put,  outsourcing  is  a  smart  way 
"conducting  business.  It's  an  effective 
lanagement  tool  for  staying  competitive, 
roductive  and  profitable. 
But  only  if  you  choose  a  provider 

jho  can  handle  all  the  details.  A  provider 
ho  can  identify  the  overall  challenge. 

j'eliver  practical  solutions.  And  stand Iry 

lie  results. 

That's  why  more  and  more  enlightened 

bmpanies  are  choosing  Norrell  as  their 
itsourcing  partner.  Norrell  Outsourcing 

Lrvices  delivers  best-of-class  expertise 


with  a  portfolio  of  specialized  services: 
Tascor  provides  innovative  administrative 
support  services  while  CallTask  and 
NorCross  offer  a  full  range  of  call  center 
services.  Additionally,  Norrell  continues  to 
answer  client  needs  with  the  development 
of  new  services  in  the  medical,  financial 
and  human  resources  fields. 

The  result — Norrell  helps  companies 
effect  strategic  organizational  change, 
boost  productivity,  improve  quality  and 
minimize  costs.  Not  just  in  the  short-term, 
but  for  years  to  come. 


So  maximize  your  business  potential  by 
making  Norrell  your  outsourcing  partner. 
We'll  show  you  what  you've  been  missing. 
Just  call  1-800-241-2414. 


INorrell 

OUTSOURCING  SERVICES 


Michael  Krasny 

$620  million 

Mail-order  computer  sales.  Buffalo  Grove,  II.  43.  Married,  1  child 

Graduated  (barely)  U.  of  Illinois  1975.  Went  to  work  for  father's  Toyota 
dealership.  Hated  selling  cars,  liked  computerizing  agency's  sales  and  finance 
data.  Became  freelance  computer  programmer;  lousy  living.  Needed  cash, 
sold  his  IBM  PC  through  ad  in  Chicago  Tribune.  First  caller  bought,  second 
asked  him  to  assemble,  install  computer  system.  Made  a  few  hundred  dol- 
lars. Calls  kept  coming,  developed  sales  pitch.  CDW  Computer  Centers 
went  into  business  1985  with  first  national  ad  in  PC  World.  CDW's  catalog 
now  carries  around  20,000  items,  sales  over  $600  million.  Learned  from 
Toyota  lot  days:  CDW  salespeople  have  authority  to  haggle  with  customers. 
Krasny:  "We  n<  i  ite  everything."  Took  CDW  public  1993.  Krasny's  43% 
stake  recently  worth  $620  million. 


Diana,  brother  J.  Seward  Jr.,  heir  to 
Johnson  &  Johnson  fortune.  Most  of 
estate  went  to  third  wife  and  former 
chambermaid,  Barbara  Piasccka  John- 
son (see).  She  battled  the  kids  in 
court,  settled  1986.  Jennifer:  pho- 
tographer; husband,  Joseph,  designs 
furniture.  James:  gentleman  farmer, 
painter.  Sister  Diana  Johnson  Fire- 
stone: breeds  and  races  horses;  shares 
recently  worth  $380  million.  Broth- 
er J.  Seward  Johnson  Jr:  accom- 
plished sculptor,  director  of  Harbor 
Branch  Oceanographic  Institute; 
shares  recently  worth  $230  million. 
Oldest  sister  Mary  Lea  Johnson 
Richards  (d.  1990)  produced  Broad- 
way hits  (22  Tonys),  films  (The  Shin- 
ing) with  husband  Martin.  Half  of 
estate  to  Martin,  half  to  children, 
grandchildren;  those  shares  recently 
worth  $200  million.  Siblings  first 
appeared  on  list  1992. 

Stewart  Bainum  Sr. 

$610  million 

Manor  Care,  Inc.  Silver  Spring,  Md.  77 
Married,  4  children 

College  dropout;  plumbing  contrac- 
tor. Became  builder  during  1950s 
D.C.  real  estate  boom.  With  brother 
developed  nursing  homes.  Founded 
Quality  Inns  motel  chain  1966 
(renamed  Choice  Hotels  1990). 
Merged  companies  1980.  Choice 
operates  Comfort,  Clarion,  Econo 
Lodge  Inns.  Manor  Care  now  200 
nursing  homes  and  assisted  living 
facilities  (most  for  affluent  elderly). 
Also  owns  82%  Vitalink  Pharmacy. 
Son  Stewart  Jr.,  50,  ex-state  senator, 
lost  race  for  U.S.  House  1986;  suc- 
ceeded father  as  chairman  1987.  First 
appeared  on  list  1985. 

Perry  Richardson  Bass 

$610  million 

Oil,  investments.  Fort  Worth.  81 
Married,  4  sons 

Nephew  of  oil  tycoon  Sid  Richardson 
(d.  1951).  Sid  started  with  $40  from 
Perry's  mother;  left  part  of  fortune  to 
Perry,  who  built  new  oil  empire. 
Perry  ceded  control  to  his  son  Sid 
1968;  Sid  joined  forces  with  Richard 
Rainwater  (see),  younger  brother  Lee 
in  deals.  With  Bass  partnership  Airlie 
Group,  Perry  has  large  positions  in 
nearly  a  dozen  companies:  RJR 
Nabisco,  Beckman  Instruments,  John 
Wiley  &  Sons,  others.  Also  cotrustee 
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for  Bass  family  entity  controlling  5.9% 
Walt  Disney  Co.,  recently  worth  $1.8 
billion.  Member  since  1982. 


William  Barron  Hilton 

$600  million 

Hilton  Hotels  Corp.  Holmby  Hills,  Calif.  68 
Married,  8  children 

Hilton  Hotels  goes  gambling;  just 
acquired  Bally  Entertainment  Corp. 
in  a  $3  billion  deal.  Son  of  hotel 
magnate  Conrad  Hilton  (d.  1979). 
Father  wanted  Barron  to  start  at 
bottom  of  ladder.  Barron  left  ladder, 
became  WWII  Navy  photographer. 
Orange  juice  distributor  at  19.  Joined 
family  business  1951  in  operations. 
Founded  LA  (football)  Chargers 
1960.  Moved  team  to  San  Diego  fol- 
lowing year,  sold  1966.  A  founder  of 
the  American  Football  League. 
Bought  2  Las  Vegas  hotels  1970; 
gaming  division  now  accounts  for 
46%  operating  profit.  Toyed  with  sell- 
ing company  1989,  1995;  bids  too 
low.  Recently  lured  Stephen  Bollen- 
bach  from  Walt  Disney  Co.  to 
become  first  nonfamily  president  in 
Hilton's  77-year  history:  stock  has 


since  skyrocketed.  Barron  balloon 
enthusiast.  First  appeared  on  list  1982. 


Michael  Chowdry 

$600  million 
(see  page  244) 


John  C.  Malone 

$600  million 

Cable  TV.  Parker,  Colo.  55 
Married,  2  children 

"Doctor"  Malone  has  Johns  Hopkins 
Ph.D.  philosophy;  undergraduate  Yale. 
Stint  at  AT&T  Bell  Laboratories. 
Joined  cable  magnate  John  Magness 
(see)  at  Tele-Communications,  Inc. 
1973.  TCI  now  largest  U.S.  cable  sys- 
tems owner  and  operator,  14  million 
subscribers;  has  stakes  in  Discovery 
Communications,  United  Video  Satel- 
lite Group  (see  Flinn),  Home  Shop- 
ping Network.  U.S.  Vice  President  Al 
Gore  calls  TCI  the  "ringleader  of  the 
cable  Cosa  Nostra,"  Malone,  "Darth 
Vader."  Gore  and  friends  at  FTC, 
appear  to  have  vendetta  against 
Malone,  denying  TCI  important  satel- 
lite broadcast  licenses,  crimping  cash 
flow.  Malone  creative  financier:  keeps 


51  members  of  The 
Forbes  Four  Hundred 
have  fortunes  derived 
from  finance. 


spinning  off  pieces  of  TCI,  trying  to 
get  stock  value  up,  so  far  to  little 
avail.  Planned  merger  with  Bell 
Atlantic  1994  aborted;  stock  off  50% 
since.  Wall  Street  down  on  cable  in 
general  and  TCI  in  particular,  but 
Malone  keeps  buying  cable  systems; 
latest  purchase  Viacom's  systems 
1996  after  long  awaited  IRS  ruling. 
Is  there  an  exit  strategy?  Keeps  yacht 
at  his  marina  in  Maine.  Member 
since  1993. 


(Q/^^ny  Promise 


any  Promise  The 
Vacation  Of  The  Century. 


or  the 
cWbAd 


Few  Have  The  Century  To  Back  It  Up. 

One  hundred  years  ago,  Henry  Flagler  created  a  resort  destined  to  become  the  finest  in  the  world. 

Today  in  Palm  Beach,  discover  the  new  Breakers,  where  the  completion  of  a  spectacular 
$75-miliion  renovation  marks  the  exciting  beginning  of  a  second  century  of  hospitality.  Be  pampered 
in  elegantly  appointed  rooms  with  exceptional  amenities.  And  select  from  recreational  activities 
that  will  satisfy  your  every  playful  whim. 

For  reservations  and  information  on  our  Centennial  Package, 
call  your  travel  professional  or  The  Breakers  toll-free  at 
1-888-BREAKERS  today. 

•  Five  restaurants  •  Two  18-hole  golf  courses 

•  21  Har-Tru  tennis  courts     •  Half-mile  private  beach 

•  Water  sports  •  Supervised  kids  program 
Visit  The  Breakers  online  at  http://www.thebreakers.com 


'THE  BREAKE-RS* 


'ALM  BEACH 
A  Century  Of  Grand  Traditions 

Owned  and  operated  by  Flagler  System,  Inc. 

One  South  County  Road 
Palm  Beach,  Florida  33480 
(561)  655-6611 


fatael  Robert  Milken  and  family 

$600  million 

Investments.  Los  Angeles.  50 
Married,  3  children 

Lowell  Jay  Milken  and  family 

$500  million 

Investments.  Los  Angeles.  47 
Married,  4  children 

Did  Michael  Milken  violate  the  terms 
of  his  disbarment  from  the  securities 
business?  His  probation  was  recently 
extended  to  Oct.  25  while  the  Secu- 
rities and  Exchange  Commission 
ponders  the  question.  So  a  cloud 
remains  over  him.  Spends  much  time 
these  days  raising  money,  promoting 


cancer  research;  his  own  prostate 
cancer  currently  in  remission.  Helped 
bring  Ted  Turner  and  Time  Warner's 
Jerry  Levin  together  for  recently  con- 
summated merger.  Will  get  $50  mil- 
lion fee.  By-product:  cover  story  in 
Time  Warner's  Fortune,  a  sheet  that 
frequently  beat  up  on  him  in  the  past. 
Book  due  out  soon.  Has  invested  in 
real  estate,  Educational  Technologies 
L.L.C.  with  Larry  Ellison  (see).  Edu- 
cated Berkeley,  Wharton  M.B.A. 
Joined  Drexel  Burnham  Lambert 
1969;  built  into  powerhouse  for 
high-yield  "junk"  bond  financing; 
fueled  1980s  LBO  boom.  Salary  and 
bonus  exceeded  $550  million  in 


1986  alone.  Became  thorn  in  the  side 
of  Wall  Street,  business  establish- 
ments. Pleaded  guilty  to  6  felony 
counts  security  laws  violations.  Case 
mishandled  by  super-lawyer  Arthur 
Liman.  Milken  went  to  prison  in 
1991;  released  after  serving  22 
months  of  a  10-year  sentence.  Paid 
$900  million  settlement  to  govern- 
ment, creditors,  litigators.  When  pro- 
bation ends  says  he  plans  "to  build  a 
company  with  my  own  ideas  rather 
than  pass  them  all  off  to  others." 
Believes  nation's  educational  short- 
comings offer  giant  opportunities  for 
business.  Brother/partner  Lowell  in 
many  ways  his  alter  ego. 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


Michael  Chowdry 

$600  million 

Atlas  Air.  Denver.  41.  Married,  2  children 

Orphaned  as  a  teenager.  When  his  father  died,  young  Chowdry  was  shipped  off  to  England  from  Pakistan  in  1968: 
his  mother  feared  his  uncle  would  kill  him  for  his  inheritance.  Chowdry  made  his  way  to  the  U.S.  to  study  aviation. 
Flew  crop  dusters  in  North  Dakota  before  dropping  out  of  U.  of  Minnesota -Crookston.  Started  buying,  selling  prop 
planes,  then  bigger  jets  for  carriers  1980s.  Increased  world  trade  coincided  with  narrow-body  trend.  Result:  short- 
age of  cargo  space.  Bought  used  747s,  converted  for  cargo-only  transport.  First  order:  Nike  sneakers,  computer  disk 
drives  from  Taiwan  to  U.S.  for  China  Air.  Took  Atlas  Air  public  August  1995  at  $16;  stock  surged  to  $65.  Project- 
ed 1996  sales:  $320  million.  "Unless  people  start  beaming  things  from  Hong  Kong  to  New  York,  we'll  be  here." 
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"fou  may  haw  heard  about  our  new  approach  to  business. 


How  our  locally  empowered  teams  give  you  immediate  responses. 


And  how  we  am  provide  international  reach  to  over  1 .05  countnes. 


All  because  we  listen. 


Royal  Insurance 


996  Royal  Insurance,  Charlotte,  NC  28273  http://www.royn 


35  members  of  The 
Forbes  Four  Hundred 
have  fortunes  derived 
from  manufacturing. 

Charles  G.  Butt  and  family 

$600  million 

Supermarkets.  San  Antonio.  58 
Single 

Grandmother  started  small  grocery 
1905  with  $60  to  support  sick  hus- 
band, 3  kids  in  Kerrville,  Tex.  Son 
Howard  (d.  1991)  renamed  it  H.E. 
Butt  Grocery  1944;  chairman  to 
1984.  Today  H-E-B  Foods.  Grand- 
son Charles  began  bagging  groceries 
age  8:  "About  all  I  could  do  was 
carry  groceries — I  did  a  lot  of  that." 
Wharton  1959,  H-E-B  president 
1971.  Family  built  one  of  largest  pri- 
vate U.S.  supermarket  chains  (pro- 
jected 1996  sales,  $5.7  billion). 
Reclusive — "Poor  man's  Howard 
Hughes" — but  releases  net  worth 
information.  Has  100%  voting  con- 
trol. Member  since  1988. 


Anne  Catherine  Getty  Earhart 

$600  million 

Inheritance.  Laguna  Beach,  Calif.  44 
Married,  2  children 

Claire  Eugenia  Getty  Perry 

$600  million 

Inheritance.  San  Francisco  Bay  area.  42 
Married,  4  sons 

Caroline  Marie  Getty 

$600  million 

Inheritance.  San  Francisco.  39 
Single 

Daughters  of  George  Getty  (d. 
1973),  son  of  renowned  oilman  Jean 
Paul  Getty  (d.  1976);  collectively 
dubbed  "Georgettes"  by  family. 
Anne  began  squabble  over  half-uncle 
Gordon's  (see)  control  of  Sarah  C. 
Getty  Trust,  then  backbone  of  Getty 
family  fortune;  also  disliked  handling 


of  Getty  Oil.  Husband  John  former 
Peace  Corps  volunteer;  now  general 
partner  San  Diego  Padres  baseball 
team.  Claire  also  married  to  Peace 
Corps  man.  Amid  initial  Getty- 
Pennzoil  deal,  petitioned  California 
judge  for  temporary  restraining  order 
that  gave  investment  banker  Bruce 
Wasserstein  chance  to  bring  in 
Texaco,  resulting  in  Getty  Oil  sale, 
vast  increase  in  family  wealth,  rise  of 
Pennzoil  lawyer  Joe  Jamail.  Caroline 
active  in  preserving  wildlife,  environ- 
ment. All  very  private.  Members 
since  1989. 


Helen  Kinney  Copley 

$600  million 

Publishing.  La  Jolla,  Calif.  73 
Divorced,  widowed;  1  son 
In  July  bought  Peoria  Journal-Star 
for  $174  million.  Daughter  of  Iowa 
railroad  man.  Saw  ad,  became  secre- 
tary to  James  S.  Copley,  adopted  son 
of  newspaper  magnate  Colonel  Ira 
Copley.  Secretary  became  confidante, 
wife.  "I'll  never  know  what  he  saw  in 
me.  I  was  so  pathetically  shy."  Duti- 
ful wife,  gracious  hostess  until  James' 
death  1973;  then  shocked  Copley 
crony-lieutenants  who  expected  to 
take  over  operations:  took  over  her- 
self as  publisher,  chairman.  Sold 
unprofitable  papers,  slashed  payroll. 
Flagship  San  Diego  Union,  9  other 
dailies;  James'  2  children  from  first 
marriage  beneficiaries  of  trust. 
Member  since  1982. 


Marvin  J.  Herb 

$600  million 
Bottling.  Chicago.  59 
Married,  2  children 

Born  upstate  New  York;  University 
of  Toledo  M.B.A.  Bronx  plant  man- 
ager for  PepsiCo;  president  Pepsi- 
Cola  Bottling  of  Indianapolis  1972. 
To  Borden;  became  president  con- 
sumer products  division.  Saw  oppor- 
tunity: bought  Coca-Cola's  bottlers 
for  Indianapolis  (competing  against 
old  Pepsi  organization),  Chicago 
1981.  Later  added  plants  Milwau- 
kee; Rochester,  N.Y.;  Pittson,  Pa. 
Now  Coke's  third-largest  bottler, 
estimated  90  million  cases  sold  in  5 
states.  Intensely  private;  shuns  pub- 
licity. Also  frugal:  flies  coach  for 
business.  Notoriously  tough  manag- 
er, aggressive  labor  negotiator. 
Member  since  1991. 


Leonard  Litwin 

$600  million 

Real  estate.  New  York  City.  80 
Married,  2  daughters 

Began  in  landscaping  with  father  on 
New  York's  Long  Island;  still  retains 
tree  nurseries  there.  Branched  into 
apartments  with  pioneering  high-rises 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


Henry  R.  Silverman 

$600  million 

Investments.  New  York  City  area.  56 
Married,  3  children 

This  son  of  well-to-do  New  York 
family  has  ridden  red-hot  HFS  stock 
to  riches.  Law  degree  University  of 
Pennsylvania.  1964.  Served  in  Viet- 
nam War  as  a  lieutenant  in  Navy.  To 
Wall  Street  as  investment  banker; 
became  partner  with  Drexel  Burn- 
ham  in  leveraged  buyouts  1983. 
Hooked  up  with  Blackstone  Group 
1990,  borrowed  heavily,  bought 
Ramada,  Howard  Johnson  fran- 
chises, bundled  them  into  HFS, 
took  public  1992  with  $300  mil- 
lion market  cap;  now  $9  billion. 
Added  Park  Inn  International, 
Super  8  chains  to  portfolio.  Invest- 
ed in-gambling  startups  1993.  Now 
consummating  $800  million  deal  to 
buy  Avis  rent-a-car.  Shrewd  finan- 
cial engineer,  good  businessman, 
workaholic — but  what  will  happen 
to  high-flying  HFS  stock  when 
earnings  growth  inevitably  slows? 
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on  Manhattan's  Upper  East  Side. 
Newest  building — the  Brittany — 
went  up  1994.  Also  had  Queens 
apartment  buildings,  Manhattan 
office  space  (since  sold).  Shuns  pub- 
licity: "He  operates  like  an  old-fash- 
ioned real  estate  man."  Today  26 
Manhattan  rental  properties,  at  least 
5,000  prime  units.  "Everybody  who 
has  a  job  in  New  York  can't  spend 
$5,000  on  a  co-op."  Old-fashioned 
enough  to  keep  rents  very  competi- 
tive. First  appeared  on  list  1984. 

Sydell  L.  Miller  and  family 

$600  million 

Matrix  Essentials.  Cleveland.  58 
Widowed,  2  children 

Married  hairdresser  Arnold  Miller  (d. 
1992);  couple  founded  Ardell  Inc. 
eyelash  products  1971.  "We  didn't 
understand  distribution."  Prospered 
anyway  until  1984  sale  for  $3  million. 
Started  hair  care  Matrix  Essentials 
1980;  built  extensive  customer  rela- 
tions base  with  beauty  salons  nation- 
wide. Successful  Systeme  Biolage 
product  line  prefaced  development  of 
skin  and  beauty  care  products.  Sales 
hit  $250  million  by  1994.  Sold  to 
Bristol-Myers  Squibb  1994  for  7.4 
million  shares  of  stock.  Unit  report- 
edly experiencing  clash  in  manage- 
ment style  since  merger.  Miller 
recently  retired  as  chair.  Member 
since  1995. 

Henry  R.  Silverman 

$600  million 
(see  opposite) 

Robert  Addison  Day  Jr. 

$590  million 

Money  management.  New  York  City.  52 
Married,  3  children 

Trust  Company  of  the  West  back  on 
track  after  1995  departure  of  high- 
profile  fund  managers.  Grandson  of 
Superior  Oil  founder  William  M. 
Keck  and  of  Addison  Day,  onetime 
president  of  Los  Angeles  Gas  Co.  He 
succeeded  his  uncle  Howard  B.  Keck 
(see)  as  head  of  W.M.  Keck  founda- 
tion ($1  billion  assets)  in  January.  At 
Claremont  McKenna  College  he  was 
a  classmate  of  Henry  Kravis  (see). 
White  Weld  salesman.  Started  own 
money  management  firm.  Launched 
TCW  with  $1.5  million  from 
investors  1972.  Found  profitable 
niches:  growth  stocks,  Latin  securi- 
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For  reservations,  call  your  travel  consultant  or  USA  &  Canada 
Toll-free:  ( 1  800)  942  5050-  Internet:  http  //www  Shangri-La  com 


0 

SHANGRI-LA 


★    ★    ★    ★  ★ 

Gabelli  Asset  Fund 

Providing  solid  returns 
for  over  ten  years! 

Morningstar  rates  Gabelli  Asset  Fund 
5  stars  overall.  The  Fund  was  rated 
5  stars  for  the  10  year  period  and  4 
stars  for  the  five  and  three  year  periods 
ended  6/30/96,  among  539,  997  and 
1,583  equity  funds,  respectively. 
Average  Annual  Returns  as  of  June  30,  1996: 


lYear 

5  Years 

10  Years 

Life  of  Fund* 

+20.6% 

+15.2% 

♦15.3% 

+16.0% 

1-800-GABELLZ 


For  a 

prospectus: 

1-800-422-3554  Fax:(914)921-5118  info@gabelli.com  http://www.gabelli.com 
Gabelli  &  Company,  Inc.  One  Corporate  Center  Rye,  New  York  10580-1435 

The  average  annual  returns  shown  above  are  historical  and  reflect  changes  in  share  price  reinvested  divi- 
dends ana  capital  gains  and  are  net  of  expenses.  Investment  results  and  the  principal  value  of  an  invest- 
ment will  fluctuate.  Past  performance  does  not  guarantee  future  results.  When  shares  are  redeemed,  they 
may  be  worth  more  or  less  than  their  original  cost.  The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before  you  invest.  Gabelli  Asset  Fund  received  3  stars  for 
the  one-year  period  among  2,882  equity  funds.  Morningstar  proprietary  ratings  reflect  historical  risk 
adjusted  performance  as  of 6/30/96.  The  ratings  are  subject  to  change  every  month.  Morningstar  ratings 
are  calculated  from  the  Fund's  3,  5  and  10-year  average  annual  returns  in  excess  of  90-day  T-bill  returns 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-Bill 
returns.  10%  of  the  funds  in  an  investment  category  receive  5  stars,  22.5%  receive  4  stars  and  the  next 
35%  receive  3  stars.  'From  inception  March  3, 1986.  


ties,  junk  bonds,  etc.  Today  manages 
diversified  $52  billion.  "There  are 
only  two  kinds  of  players  in  this 
game:  winners  and  losers.  My  grand- 
father always  said  5%  of  the  geologists 
discovered  95%  of  the  oil."  Member 
since  1993. 


Peter  Benjamin  Lewis 

$590  million 

Progressive  Corp.  Beachwood,  Ohio.  52 
Divorced,  3  children 

Surely  the  most  colorful  chief  execu- 
tive in  the  tepid  insurance  industry, 
Lewis  said  to  advocate  in-office 
romance  and  therapy  of  all  stripes: 
Freudian,  couples,  group,  individual, 
whatever.  "They're  all  great."  His 
fortune  was  built  insuring  high-risk 
drivers,  an  untapped  corner  of  the 
market.  Since  taking  over  the  busi- 
ness in  1965  (inherited  from  his 
father  who  cofounded  it  in  1937), 
Lewis  increased  revenues  from  $6 
million  to  $3  billion.  Provides  imme- 
diate claims  service,  24-hour  policy 
hodine.  Now  creeping  into  standard 
market.  A  Democrat  who  favors 
reducing  the  size  of  government. 
Progressive  has  a  sizable  modern  art 
collection;  Lewis'  ex-wife  Toby  is  the 


company  curator.  Gave  $10  million 
to  New  York  City's  Guggenheim 
Museum  in  1995.  Likes  to  throw 
parties  and  claims  his  single-guy  sex 
life  keeps  him  healthy  at  the  helm  of 
the  company.  Penned  unpublished 
book,  Progressive  History.  Member 
since  1993. 


Roger  Milliken 

$580  million  ' 

Textiles,  investments.  Spartanburg,  S.C.  80 
Married,  5  children 

Milliken  quickly  built  new  factory 
after  last  year's  fire  that  wiped  out  his 
company's  largest  manufacturing 
facility.  Poor  worldwide  cotton  crop 
1995,  but  revenues,  net  profits  rise. 
The  company  was  cofounded  in 
1865  by  Seth  Milliken  and  William 
Deering  (who  left  to  join  what 
became  International  Harvester)  as 
dry  goods  jobber.  Financed  fledgling 
Southern  mills,  became  owner  of 
many  in  the  Depression.  Grandson 
Roger  longtime  head  of  Milliken  & 
Co.,  largest  private  U.S.  textile  firm. 
Dependent  on  automotive  fabric 
sales:  Roger  hard-nosed  on  General 
Motors'  price  demands.  Stresses 
research  and  development,  latest 


technology.  Also  controls  Mercantile 
Stores  Co.  Secret  about  business; 
virulently  anti-Nafta.  Siblings 
Gerrish,  Anne  Franchetti,  also  share 
in  company  worth  estimated  at  $1.2 
billion.  Member  since  1982. 


John  P.  Morgridge 

$580  million 
(see  below) 


Edmund  Wattis  Littlefield 

$580  million 

Utah  International.  Burlingame,  Calif.  82 
Married,  3  children 

Grandson  of  Edmund  O.  Wattis, 
founder  Utah  Construction;  compa- 
ny took  on  huge  projects,  including 
Hoover  Dam,  San  Francisco-Oakland 
Bay  Bridge.  Edmund,  waterboy  for 
UI  workers,  Stanford  M.B.A.  Gener- 
al manager  Utah  International  1958; 
construction  business  sold  to  Fluor 
Corp.  1969;  became  major 
coal/copper  miner.  Director  General 
Electric  1964-84.  While  UI  chair- 
man, merged  with  GE;  then-largest 
merger:  $2.2  billion.  Edmund  and 
Wattis  family  received  GE  shares 
recently  worth  $3.6  billion.  First 
appeared  on  list  1987. 


John  P.  Morgridge 

$580  million 

Data  networking.  San  Jose,  Calif.  53. 

Born  Elmhurst,  111.  Bachelor's  U.  of  Wisconsin-Madison  1955;  Stanford  M.B.A.  ('57),  concentration  marketing  and 
transportation.  Worked  20  years  for  Honeywell  Information  Systems;  left  1980  for  Stratus  Computer;  VP  sales  and 
marketing  1980-86.  Spent  2  years  as  president,  chief  operating  officer  of  laptop  computer  maker  GRID  Systems. 
Took  helm  at  Cisco  Sysrems  1988.  Main  product:  router,  device  used  to  connect  groups  of  computers — allows  dif- 
ferent networks  to  ;x\t<.s  same  database.  Sales  exploded  from  less  than  $30  million  1989  to  $4  billion  1996.  Stock 
up  more  than  9,000%  since  IPO  in  1990.  Low  key,  has  reputation  for  frugality:  rented  old  Subaru  from  Rent-A- 
Wreck  while  on  vacation.  Ceded  CEO  spot  to  John  Chambers  1995;  stepped  into  chairman's  role. 
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AS  NEW  TAX  LAWS  CUT  DEEPER  INTO 
THE  LEVEL  OF  BENEFITS  THAT  CAN  BE 
PROVIDED  TO  HIGHLY  COMPENSATED 
EXECUTIVES  UNDER  QUALIFIED  RETIRE- 
MENT PLANS,  THE  PREVALENCE  OF  NON- 
QUALIFIED RETIREMENT  ARRANGEMENTS 
IS  INCREASING  AT  AN  ESCALATING  RATE. 

NOW  YOUR  COMPANY  CAN  FILL  THE  VOID 
CREATED  BY  GOVERNMENT  LIMITATIONS 
THROUGH  THE  ADOPTION  OF  NONQUALI- 
FIED EXECUTIVE  BENEFIT  PLANS. 

THE  DESIGN  OF  THE  PLAN  MAY 
INCLUDE: 

•  Full  benefit  security 

•  Above  market  interest  rates 

•  Ability  to  defer  salary,  bonus 
and  stock  option  gains 

•  Flexible  payout  options  to 
meet  short-term  or  retire- 
ment NEEDS 


Call 

1  -800--405-09 1  1 

to  obtain  a  free  copy 
of  the  "ten  things  you 
Should  Know  When 
designing  a 
nonqualified  deferred 
compensation  plan"  or 
to  order  a  copy  of 

CRG'S  1995/1996 
"executive  benefits 
•  Survey  of  Current 
Trends" 


Compensation  Resource  Group,  Inc. 

Pasadena  Headquarters 
Atlanta  *  Boston  *  Chicago  #  Cleveland  #  Dallas  #  Denver 
*  Phoenix  *  San  Francisco  #  Seattle  #  Washington,  D.C. 


Ten  Things 
YmShmM  , 
Know  Wlretfy . 
Designing  A 
Nonqualified 
Deferred 
Compensation 
Ptan<WQD€) 


John  Edward  Anderson 

$575  million 

Beverage  distribution.  Bel  Air,  Calif.  79 
Married,  4  surviving  children 
Peddled  popcorn  outside  father's 
Minnesota  barber  shop;  Western 
Union  messenger.  UCLA:  hockey 


team,  taught  ice  skating.  Harvard 
M.B.A.  1942;  night  school  for  law 
degree.  Cofounder  LA  law  firm 
Kindel  &  Anderson  1953.  Some 
clients  beverage  distributors.  Saw 
business,  liked  it.  Formed  Ace  Bever- 
age Co.  1956;  learned  business  from 


Michael  Price 

$560  million 

Money  manager.  Far  Hills,  N.J.  45.  Divorced,  3  sons 

Less-than-motivated  student  University  of  Oklahoma.  Hired  after  gradu- 
ation 1975  as  $200-a-week  research  assistant  by  money  manager  Max 
Heine,  founder  Short  Hills,  N.J. -based  Heine  Securities;  Price's  father 
was  a  Heine  client.  Heine,  then  62,  took  young  Price  under  his  wing, 
slowly  handed  over  the  reins  of  the  company.  "We  ran  it  together.  It  was 
more  him  in  the  1970s,  more  me  in  the  1980s."  Heine  killed  in  car  acci- 
dent 1988.  Price  bought  company  for  a  song  from  Heine's  estate.  By  then 
funds  had  grown  from  $5  million  under  management  to  $2.5  billion. 
Company  running  $17  billion  when  bought  out  in  June  by  Franklin 
Resources  for  up  to  $800  million  (hinges  on  growth  targets).  Price  is  to 
slay  on  for  at  least  5  years.  Price  also  ran  brokerage  firm  Clearwater  Secu- 
rities, offshore  Orion  Fund.  Divorce  in  1994  lopped  estimated  $50  mil- 
lion off  net  worth. 


distributor  clients,  distributed  then- 
minor  beer  brand,  Budweiser.  Grew 
with  Bud;  added  banks,  insurance, 
real  estate.  "You  need  enough  cash 
cows  to  feed  your  pigs."  Member 
since  1988. 

Kenneth  Feld 

$575  million 

The  Greatest  Show  on  Earth. 
Potomac,  Md.  48 
Married,  3  children 

Circus,  entertainment  sales  way  up; 
now  at  least  $600  million.  Taking 
ice  shows  worldwide,  producing  Bijj 
on  Broadway.  Son  of  Irvin  Feld, 
record  store  and  pharmacy  owner 
turned  promoter.  Bought  Ringling 
Bros,  and  Barnum  &  Bailey  Circus 
1967  for  $8  million.  Rejuvenated, 
sold  to  Mattel  1971  for  $50  million; 
repurchased  1982  for  $23  million. 
Groomed  son  for  business;  died 
1984.  After  Boston  U.,  Kenneth 
built  on  father's  base:  cut  salaries, 
costs  to  the  bone.  "The  tightest 
man  in  show  business."  Believed 
aiming  for  $1  billion  sales  1999. 
Also  owns  Siegfried  &  Roy  magic 
show;  200-acre  Florida  elephant 
farm,  clown  college.  Continually 
updates  Circus;  recent  addition: 
Airiana,  the  Human  Arrow.  Member 
since  1993. 

Leon  Levy 

$575  million 

Money  manager.  New  York  City.  71 
Divorced,  remarried;  1  child. 
He  and  partner  Jack  Nash  (see) 
shun  publicity,  play  cards  close  to 
vest,  look  for  investments  others 
haven't  yet  identified.  Favorite 
quote:  "Money  is  not  made  in  the 
light" — i.e.,  you  don't  make 
money  following  conventional  wis- 
dom. Earned  returns  averaging 
30%  since  1982.  Typical  of  Levy, 
never  studied  economics  or 
finance,  instead  music,  psychology 
at  CCNY.  Joined  Oppenheimer  & 
Co.  1951,  met  future  partner 
Nash.  Ran  research,  made  killing 
on  bankrupt  railroad  bonds  1950s 
when  others  thought  rails  hopeless. 
Bought  Oppenheimer;  later  sold 
and  formed  Odyssey  Partners.  Levy 
sociable,  Nash  uptight  and  secre- 
tive. "I  think  gossip  is  half  the  fun 
of  life.  Jack  doesn't."  Member 
since  1994. 
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129  members  of  The 
Forbes  Four  Hundred 
have  fortunes  derived 
from  gas  or  oil. 

i  Richard  Alexander  Manoogian 

!$570  million 

Masco  Corp.  Grosse  Pointe  Farms,  Mich.  60 
Married,  3  children 

iSon  of  Alexander  Manoogian  (d. 
1996),  founded  Masco  Corp.  1929. 
Alex  perfected  the  single-handle 
Delta  faucet  1954;  led  to  family  for- 
tune. Richard,  Yale  grad,  took  over 
1968.  Guided  company  through 
expansion,  diversification.  Acquired 
well  over  100  companies;  targeted 
low- tech  industry,  high- margin  firms. 


Made  unfortunate  decision  to  enter 
home  furnishings  1986:  bought  lead- 
ing furniture  makers  Henredon, 
Drexel  Heritage,  etc.  for  $1.7  billion. 
Drag  on  profits:  home  furnishings 
accounted  for  42%  of  sales  but  only 
14%  operating  profits  1994.  Sold 
division  August  1996  for  $1  billion. 
New  strategy:  "We  want  to  get  back 
that  shareholder  following  we  lost 
because  of  the  distraction  of  home 
furnishings."  Respected  collector  of 
19th-century  American  art.  Late 
father  Alex  renowned  leader  in 
Armenian  community,  well-known 
philanthropist:  pledged  tens  of  mil- 
lions of  dollars  to  charity,  education. 
Member  since  1986. 


James  Lee  Clayton 

$570  million 

Mobile  homes.  Knoxville,  Tenn.  62 
Twice  divorced,  4  children 
Son  of  sharecropper:  "I  [recently] 
picked  a  little  cotton  just  for  fun 
and  confirmed  that  I  never  want  to 
do  that  again."  Played  guitar,  had 
radio  program.  "There's  a  lot  of 
money  to  be  made  in  entertain- 


ment, but  it  was  always  going  in  the 
wrong  direction."  At  22  had  own 
used-car  lot.  Bankrupt  at  27.  Got 
U.  of  Tennessee  law  degree  while 
working  nights  at  radio  station.  In 
1966  started  mobile-home  business. 
Took  Clayton  Homes  public  1983. 
Knew  market;  smart  on  credit. 
Today  largest  U.S.  retailer  mobile 
homes  thanks  to  high  demand  for 
low-income  homes  in  Southeast  for 
chicken-processing  plant  workers, 
families.  Sales  now  over  $900  mil- 
lion. Also  banks:  under  Smoky 
Mountain  Bancorp.  Gives  to  Ten- 
nessee cultural,  educational  institu- 
tions, but  "still  a  used-car  salesman 
at  heart."  Member  since  1992. 


Lawrence  Flinn  Jr. 

$570  million 

United  Video  Satellite  Group. 
Greenwich,  Conn.  60. 
Married,  3  children 

Yale,  Columbia  M.B.A.;  got  start 
with  investment  bank  Morgan  Stan- 
ley. Entered  cable  television  1965; 
became  CEO/chairman  1976  of 
United  Video  Satellite  Group,  dis- 


1895  -  Anton  Chekhov  Leo  Tolstoy  and  a  tine  cigor 


First  Encounters 
by  Davidoff 


Chekhov  despised  Tolstoy's 
moralizing  tone.  Tolstoy  called 
Chekhov's  plays  worse  than 
Shakespeare.  Yet  something 
elemental  happened  when 
they  met  one  August  afternoon 
Py  the  stream  at  Yasnaya 
Polyana.  A  cigar  was  lit. 
A  conversation  was  Pegun. 
And  a  hint  of  reconciliation 
wafted  through  the  air 
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tributor  of  programming  via  satellite 
to  cable  TV  systems,  radio  networks, 
paging  industries,  etc.  UVSG's 
ue  Network  Channel  reaches  42 
million  U.S.  homes.  Public  1993. 
Merged  with  telecommunications 
giant  TCI  (see  Malone,  Madness) 
1995.  Still  chair  and  chief  executive. 
With  TV  Guide  parent  News  Corp., 
planned  to  create  print  and  video 
hybrid,  TV  Guide  Channel;  col- 
lapsed. Recently  parceled  away  pri- 
vately held  United  Video  Cablevi- 
sion,  cable  operator  providing 
service  in  11  states.  Member  since 
1995. 


William  B.  Turner 

$560  million 

Coca-Cola.  Columbus,  Ga.  73 
6  children 

Sarah  Turner  Butler 

$560  million 

Coca-Cola.  Columbus,  Ga.  76 
Married,  3  children 

Elizabeth  Turner  Corn 

$560  million 

Coca-Cola.  Columbus,  Ga.  70 
Married,  5  children 

Siblings.  Grandfather  W.C.  Bradley 
founded  eponymous  company  1885; 


currently  in  real  estate,  timberland, 
sports  apparel,  barbecue  grills.  Real 
wealth  from  spectacular  long-term 
investment:  Coca-Cola.  W.C.  helped 
fellow  Columbus  native  Ernest 
Woodruff  and  others  buy  Coca-Cola 
Co.  for  $25  million  1919.  Watched 
Woodruff  build  soft-drink  empire, 
held  on  for  the  ride;  was  director, 
owned  what  is  now  1.3%.  Shares 
passed  through  trusts  to  grandchil- 
dren. William  stepped  down  as  Coke 
board  director  April  1996.  Three 
sons  active  W.C.  Bradley  Co.  Mem- 
bers since  1993. 

Michael  Price 

$560  million 
(see  page  250) 

William  Connell 

$560  million 
(see  page  254) 


Donald  A.  Foss 

$550  million 
(see  page  256) 


John  E.  du  Pont 

Charged  with  killing  Olympic  wrestling  champion  Dave  Schultz,  the  chemical 
company  heir  was  finaiiy  captured  after  police  turned  off  his  heat. 


Leslie  L.  Gonda 

$550  million 

International  Lease  Finance  Corp. 
Beverly  Hills.  77 
Married,  3  children 

Louis  L.  Gonda 

$535  million 

International  Lease  Finance  Corp. 
Beverly  Hills.  48 
Married,  5  children 

Father  and  son.  Leslie  and  wife  Susan 
survived  Holocaust  concentration 
and  work  camps;  fled  Hungary 
1947.  Began  buying  commercial  real 
estate;  moved  to  California  1963  in 
time  to  prosper  from  construction 
boom.  With  son  Louis  and  friend 
Steven  Udvar-Hazy  (see),  pooled 
$150,000,  $1.7  million  bank  loan  to 
found  International  Lease  Finance 
1973.  Deregulated  airliners  eager  for 
cheap,  low-risk,  short-term  leases. 
Public  1983;  now  one  of  world's 
largest  aircraft  lessors.  Merged  with 
AIG  1990.  Leslie  ILFC  chair;  Louis 
executive  VP.  Leslie  and  wife  estab- 
lished foundation  1988;  sponsors 
medical  research  at  UCLA,  Mayo 
Clinic,  City  of  Hope.  Also  U.S. 
Holocaust  Museum,  humanitarian 
projects  in  U.S.  and  abroad.  Mem- 
bers since  1993. 
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William  Conn  ell 

$560  million 

Scrap  metal,  presses.  Swampscott,  Mass.  58 
Married,  6  children 

"Industrial  America  is  alive  and  well."  Founder  and  100%  owner  (with 
family)  $1.2  billion  (sales)  Connell  Limited  Partnership.  Boston-Irish  born 
and  bred:  Boston  College,  Army,  Harvard  M.B.A.  Intended  to  become  pro- 
fessor, but  fell  for  business  instead.  Rose  to  treasurer,  VP  of  New  York-based 
Ogden  Corp.  When  Ogden  decided  to  sell  off  heavy  industrial  holdings 
1987,  Connell  put  together  investor  group,  bought  Ogden  scrap  metal 
yards  Luria  Brothers  (Cleveland),  Wabash  Alloys  (Wabash,  Ind.),  Danly 
Machine  and  Danly  Die  Set  (Chicago),  Mayville  Metals  (Mayville,  Wis.), 
Yuba  Division  (Tulsa,  Okla.).  Market  leaders  each.  Bought  out  other 
investors  1990.  Well-connected  with  Boston  Irish  old  guard;  former 
member  of  the  Vault,  importing  scrap  for  minimills;  strong  dollar,  low 
interest  rates  strength.  margins.  Connell:  "We  can  produce  steel  more 
cheaply  in  this  counm  than  anywhere  in  the  world." 


George  Phydias  Mitchell 

$550  million 

Oil  &  gas,  real  estate.  Houston.  77 
Married,  10  children 

Son  of  Greek  immigrant,  graduated 
top  of  class  in  petroleum  engineering 
Texas  A&M;  tennis  team  captain. 
WWII  Army  engineer.  Discovered 
huge  natural  gas  field  northern  Texas 
1953:  soon  supplying  10%  of  gas  used 
in  Chicago.  Mitchell  Energy  bought 
the  Woodlands  early  1960s:  created 
25,000-acre  ultimate  planned  commu- 
nity north  of  Houston:  "Give  us  40 
years  and  we'll  transplant  the  entire 
social,  economic  and  ethnic/minority 
mix  into  the  Woodlands."  Transform- 
ing Houston  region  into  center  of 
biotech  R&D:  "Biotech  takes  a  long 
time,  but  if  you  get  a  hit,  it's  a  real  hit." 
Mtchell  lately  cutting  work  force,  sell- 
ing underproducing  oilfields,  much 
property  outside  Woodlands.  Still  avid 
tennis  player.  Member  since  1982. 

Alfred  A.  Checchi 

$550  million 

Leveraged  buyouts.  Los  Angeles.  48 
Married,  3  children 

Gary  L.  Wilson 

$510  million 

Leveraged  buyouts.  Los  Angeles.  56 
Married,  2  sons 

Partners.  Took  Northwest  Airlines 
private  1989,  public  again  1994; 
stock  took  off.  Now  feuding  with 
partner  Dutch  airline  KLM  over  busi- 
ness strategy;  will  be  eligible  to  sell 
stock  in  1997  for  first  time  since 
taking  public.  Wilson:  Duke,  Whar- 
ton M.B.A. ;  as  CFO  at  Marriott, 
hired  Checchi  1975.  Checchi: 
Amherst,  Harvard  M.B.A.;  left  Mar- 
riott 1982  to  work  for  Bass  family 
(see).  Introduced  Wilson  to  Michael 
Eisner  (see).  Wilson  became  Disney 
CFO  1985,  just  in  time  for  cheap 
stock  options.  Joined  Northwest 
board  1987,  resigned  1988,  began 
buying  stock  with  pal  Checchi. 
Brought  in  KLM,  other  investors. 
Beat  out  Marvin  Davis,  KKR  (see 
both.)  in  LBO  bid.  Checchi  and 
Wilson  piled  on  debt,  squeezed 
unions,  needed  emergency  Minneso- 
ta state  bond  issue  to  stay  afloat. 
Good  results  since  going  public.  Each 
has  seen  original  $20  million  NWA 
investment  multiply  more  than  20 
times.  Members  since  1995. 
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SOME  SEE  A  SMOKESTACK  INDUSTRY. 
SEE  SHIFTING  ENVIRONMENTAL  REGULATION,  CAPITAL  RESTRUCTURING  AND  FUTURE  HEALTHCARE  LIABILITY. 


Managing  your  company  in  a  hostile  world  takes  a 
ner  who  can  see  beyond  the  obvious.  AIG  is  uniquely 
to  protect  you  because  we  have  a  clear  understanding 
;k,  no  matter  what  form  it  takes. 

Since  threats  to  your  business  come  from  many  dif- 
lt  directions,  we  offer  expertise  not  only  in  insurance, 
in  managing  total  marketplace  risk.  With  offices 
>proximately  130  countries  and  jurisdictions  through- 
ihe  world,  AIG  has  an  unmatched  knowledge  of  local 
litions  and  regulations  garnered  during  75  years  of 


international  operation.  In  fact,  AIG  is  the  only  worldwide 
insurance  and  financial  organization  that  helps  you  manage 
all  your  business  risk  and  preserve  shareholder  value 
through  a  broad  range  of  customized  services.  Services  like 
environmental  engineering,  global  claims  management  and 
political  assessment.  And  we've  got  the  top  financial  ratings  to 
back  us  up.  So  AIG  not  only  sees  what's  oul  I  he  re,  but  ■nn 
lias  the  strength  to  help  you  do  something  aboul  it.    Wlt%  151 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270 


Donald  A.  Foss 

$550  million 

Car  loans.  Farmington  Hills,  Mich.  52 
Married,  2  children 


Graduated  from  Detroit's  Cooley  High  1964;  used-car  salesman  from 
1967.  Saw  opportunity  where  most  lenders  shied  away:  making  loans  for 
used-car  purchases  to  people  with  spotty  employment  and  credit  records. 
Founded  Auto  Finance  Corporation  1972,  later  changed  name  to  Credit 
Acceptance  Corp.  Public  1992.  Company  provides  funding,  receivables 
management,  other  services  to  automobile  dealers.  Since  1989  buying 
loans  from  dealers  in  48  continental  states.  Foss  still  owns  over  51%  of 
the  stock. 


John  Arrillaga 

$550  million 

Real  estate.  Palo  Alto,  Calif.  59 
Recently  widowed,  1  son,  1  daughter 

Richard  Taylor  Peery 

$550  million 

Real  estate.  Palo  Alto,  Calif.  56 

Married,  3  sons,  1  daughter 

These  partners  hooked  up  1967  and 


with  Bank  of  America  financing 
bought  cheap  farmland  in  Silicon 
Valley,  built  top -shelf  office  space  for 
high-tech  crowd.  Sold  much  at  top  of 
1980s  market;  then  built  more.  They 
insist  on  conservative,  ultra  low  debt 
operation.  Thousands  of  acres  are  yet 
to  be  developed.  John:  visionary 
architect,  master  salesman;  son  of 
immigrant  Basque  produce  whole- 


saler; won  Stanford  basketball  schol- 
I  arship,    third    team  all-America; 
1  worked  as  landscaper  during  college, 
>  personally  assisted  landscapers  work- 
ing on  his  $50  million,  200-acre  pri- 
vate Shangri-La  (man-made  lakes, 
70,000  new  trees,  etc.).  Active  again 
after  early  1990s  dormant  years. 
Dick:  Mormon,  son  of  Bank  of 
America  executive;  Stanford  M.B.A.; 
managed  his  father's  Bay  Area  real 
estate.  Tough  businessman,  writes 
leases,  minds  books;  outdoorsman. 
Members  since  1986. 


Bruce  Kovner 

$550  million 

Money  manager.  New  York  City.  51 
Married,  3  children 

Returned  $1.25  billion  of  $2  billion 
under  management  1995  after  flat 
returns.  Smaller  is  beautiful:  funds 
back  up  by  16%  end  1995,  8%  so  far 
1996.  At  Harvard:  writer's  block  on 
dissertation.  Drifted  6  years;  drove 
cab,  studied  harpsichord  at  Julliard. 
Age  31  taught  self  to  trade  com- 
modities on  $3,000  MasterCard  line. 
Made  quick  $40,000,  didn't  hedge; 
lost  $23,000  in  hours.  Joined  Com- 
modities Corp.,  learned  from  veteran 
Michael  Marcus:  "He  taught  me  that 
you  could  make  a  million  dollars." 
And  keep  it.  Started  own  firm, 
Caxton,  1983.  Phenomenal  returns: 
87%  1985,  98%  1987.  Closed  to  new 
investors  1992.  Member  since  1992. 


C.  Edward  McVaney 

$550  million 
(see  page  260) 


Thomas  Stephen  Monaghan 

$550  million 

Domino's  Pizza.  Ann  Arbor,  Mich.  59 
Married,  4  daughters  (one  is  spokeswoman) 
Fatherless  at  4,  raised  with  brother  in 
Catholic  orphanage.  Expelled  from 
seminary;  joined  Marines.  With 
brother,  $500  loan,  bought  pizzeria 
Ypsilanti,  Mich.  1960.  Traded  VW 
for  brother's  share  1961.  Started 
"■30-minute  delivery"  system;  built 
giant  Domino's  chain.  Got  arrogant, 
took  eye  off  business:  bought  $40 
million  of  Frank  Lloyd  Wright  arti- 
facts, $3  million  home;  company 
experienced  $200  million  technical 
default  1992.  Closed  100  stores 
1993,  sales  dipped  to  $2.2  billion. 
Put  himself  back  on  track  by  selling 
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Xerox  rely  on  ? 

Xerox  factories.  Automation,  assembly  line  control, 
monitoring  and  electrical  distribution  provided  by  Schneider. 


No  wonder  Xerox 
selected  Schneider 
as  its  worldwide  quality 
certified  supplier 
for  electrical  distribution, 
industrial  control  and 
automation  :  Schneider 
has  the  same  quality 
standards  as  Xerox. 
We're  a  leader 


in  the  electrical  industry. 
We  provide  expert 
solutions  to  customers 
around  the  world,  with 
products  and  services 
from  Merlin  Gerin, 
Square  D  and 
Telemecanique. 
Everything  from  electrical 
distribution  to  industrial 


control  and  automation. 
No  matter  what  business 
you're  in,  Schneider  has 
the  products  to  meet 
your  needs.  Because 
no  one  in  the  world  does 
more  with  electricity. 
Schneider  North  America 
Phone:  (847)  925  3796 
Fax  :  (847)  925  7796 


No  one  in  the  world 

does  more  with  electricity. 


GROUPE  SCHNEIDER 


Merlin  Gerin  ■  Square  D  ■  Telemecanique 


BES  FOUR 


over  $100  million  cash.  Unloading 
$1  million  a  year  to  charities.  Gave 
LSU  $125  million  for  nutrition 
center:  ardent  believer  in  healthful- 
ness  of  peanut  oil,  vitamins  E,  C. 
"Someday  I'm  going  to  be  an  old 
man.  I'd  like  for  science  to  prolong 
my  health."  Old  as  the  century,  srill 
comes  to  the  office  every  day. 
Member  since  1984. 


Donald  J.  Schneider 

$550  million 

Trucking.  Green  Bay,  Wis.  60 
Married,  5  children 

Father,  Al,  started  one-truck  business 
Green  Bay  1938.  Employed  son  Don 
part  time  during  college,  full  time 
after  Wharton.  Schneider  National 
now  over  $1.7  billion  in  revenues. 
Very  efficient  operator,  prospered 
during  deregulation,  pioneered  inter- 
modal  rail/road  combinations. 
Excellent  logistics:  satellite  antennas 
on  every  truck  by  1988.  Champi- 
oned merit  pay  over  union  scale.  For 
competitive  reasons  refuses  to  file 
required  data  with  ICC.  Recently 
sold  long  distance  provider  Schnei- 
der Communications  and  its  80% 
ownership  in  Link  USA  to 
Rochester- based  Frontier  Corp.  for 
$127  million.  "A  lot  of  opportunity 
goes  to  those  willing  to  take  the 
risk."  Member  since  1994. 


Detroit  (baseball)  Tigers  to  rival 
Michael  Hitch  (see)  1992,  other  toys, 
including  Frank  Lloyd  Wright 
designs,  at  "fire  sale"  prices.  Recov- 
ered: 1995  revenues  $2.6  billion; 
expanding  overseas.  Little  brother 
Jim  joined  lunatic  fringe  group 
Michigan  Militia  1996.  Member 
since  1984. 

Claude  B.  (Doc)  Pennington 

$550  million 

Oil,  gas.  Baton  Rouge,  La.  96 

Married,  only  son  killed  in  oil  rig  accident 

Labored  summers  in  Louisiana  oil- 


Paul  Fireman 

Up  or  out:  Under  fire  from  both  share- 
holders and  the  competition, 
the  Reebok  chief  gave  himself  a 
two-year  deadline  to  end  the  current 
sales  slump. 


fields.  Joined  father  as  optometrist 
1925;  hated  profession,  closed  clinic 
day  after  father's  death.  Returned  to 
oilfields.  On  leased  land  made  first 
known  oil  discovery  east  of 
Atchafalaya  River.  Began  deep  off- 
shore drilling  1970s.  Local  banks' 
favorite  depositor:  rumored  to  have 


Walter  Herbert  Shorenstein 

$540  million 

Real  estate.  San  Francisco.  81 
Widowed,  1  son,  2  daughters  (1  deceased) 
The  dean  of  downtown  San  Francis- 
co: 12  Fogtown  office  properties, 
others  across  country.  Prize  trophy: 
Bank  of  America  building  at  555  Cal- 
ifornia. Son  of  Long  Island  haber- 
dasher. Army  Air  Force  WWII.  Post- 
war, visited  San  Francisco,  never  left. 
Worked  as  real  estate  broker,  bought 
out  employer  1960,  renamed 
Shorenstein  Co.  1985.  Became  pre- 
eminent SF  building  owner,  "on  side- 
lines" 1986-93.  Then  back  in  game 
with  vengeance:  bought  8  new  build- 
ings  (Boston,  Denver,  Minneapolis, 
Phoenix,  etc.).  Prefers  class  A  space, 
low  debt,  institutional  partners. 
Total:  over  25  million  square  feet. 
Major  Democrat  fundraiser,  adviser 
to  LBJ,  Carter;  now  Al  Gore  pal; 
Son,  Douglas,  41,  company  presi- 
dent. Member  since  1982. 
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Steven  M.  Rales 

$540  million 

Danaher  Corp.  Washington,  D.C.  44 
Married 

Mitchell  P.  Rales 

$540  million 

Danaher  Corp.  Washington,  D.C.  39 
Married 

Brothers.  Left  father's  real  estate  firm 
1979;  "raiders  in  short  pants"  in 
1980s  junk-finance  frenzy.  Loaded  up 
on  leverage;  bought  hand  tool,  tire- 
making,  other  businesses.  Acquired 
30%  near-bankrupt  REIT  1983; 
renamed  Danaher  Corp.  after  favorite 
Montana  stream  where  brothers 
once  caught  trout.  Applied  real  estate 
lessons:  "Tax  losses  can  be  good  for 
cash  flow."  Lost  bid  for  Ohio- based 
Scott  8c  Fetzer  Co.  to  Warren  Buffett 
1985.  Brothers  have  confounded 
skeptics:  Danaher  stock  up  twenty- 
fold  over  past  decade.  Acquired  elec- 
tric power  product  maker  Joslyn 
Corp.  for  $245  million  1995;  com- 
pleted $200  million  tender  offer  for 
Acme-Cleveland  Corp.  July  1996. 
Sales  now  over  $1.4  billion.  Publicity 
shy.  Intense.  Family- oriented.  Mem- 
bers since  1995. 


Ann  Walton  Kroenke 

$540  million 

Inheritance.  Columbia,  Mo.  46 
Married,  2  children 

Nancy  Walton  Laurie 

$540  million 

Inheritance.  Columbia,  Mo.  44 
Married,  1  child 

Daughters  and  apparent  heirs  of  James 
L  (Bud)  Walton  (d.  1995);  cousins  of 
Sam  Walton's  children  (see).  Bud  oper- 
ated small  five-and-dime  store  in  Mis- 
souri. Pooled  assets  with  older  brother 
Sam  Walton  (d.  1992)  when  Sam's 
j  merchandising  concept  took  off.  First 
J  Wal-Mart,  Rogers,  Ark.,  1962.  Bud, 
1  low  profile,  handled  real  estate.  Today 
Wal-Mart  largest  U.S.  retailer,  with 
I  over  2,200  stores  and  $95  billion  in 
|  sales.  Ann:  U.  of  Missouri,  Columbia 
dropout.    Husband,    E.  Stanley 
3  Kroenke,  Wal-Mart  director;  real  estate 
]  developer.  Owns  shopping  centers, 
\  many  anchored  wirii  Wal-Mart  stores. 
\  Minority  owner  St.  Louis  (football) 
j  Rams.  Sister,  Nancy:  U.  of  Arkansas, 
j  Fayetteville  dropout,  owns  350-acre 
1  Crown  Center  Farms  with  husband, 
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The  NAMES  Project 

AIDS  Memorial 

Quilt 


Not  All  Battles 
are  Fought  with 
a  Sword. 


mm 


Project 


October  11-13,  1996 

Washington,  D.C. 
National  Mall 

For  information,  contact  the 
NAMES  Project  Foundation 
at  (415)  882-5500 

bttp:llwww.aidsquilt.  org 

aol  keyword:  aidsquilt 

Travel:  (800)  926-2631 
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Bill;  breed  Appaloosa  and  quarter 
horses.  Donated  $10  million  to  U.  of 
Missouri,  Columbia  for  new  basketball 
arena.  Members  since  1995. 


Harry  V.  Quadracci 

$540  million 

Printing.  Racine,  Wis.  60 
Married,  4  children 

After  Columbia  law  degree  1960, 
joined  Milwaukee  printing  firm. 
Advocated  tough  management  line; 
out  after  company  caved  in  to  union 
wage  demands.  "This  onetime  unem- 
ployed, lapsed  lawyer"  (company  bio) 
raised  $250,000  toward  $900,000 


high-tech  press  1969;  took  bank 
loan,  mortgaged  house  for  the  rest. 
Counted  on  high  press  productivity: 
investors  repaid  in  24  months. 
Quad/Graphics  revenues  now  more 
than  $1  billion,  prints  most  of 
Newsweek,  a  third  of  Time.  Harry 
famous  for  inspirational  leadership. 
Also  high  jinks:  walked  high-wire 
across  factory  floor.  Eight  family 
members  currently  work  for  compa- 
ny, including  Dad  (board  chairman), 
2  brothers,  wife,  2  kids.  Together 
they  own  60%  of  private  company 
worth  estimated  $900  million. 
Member  since  1995. 


51  members  of  The 
Forbes  Four  Hundred 
have  fortunes  derived 
from  media. 


Caroline  Rose  Hunt  and  family 

$540  million 

Inheritance,  oil,  real  estate.  Dallas.  73 
Twice  divorced,  5  children 
Second  daughter  legendary  oilman 
H.L.  Hunt  (see  also  Ray  Hunt).  After 
failed  try  by  brothers  (William, 
Lamar,  Nelson)  to  corner  silver 
market  1980,  she  and  older  sister  sep- 
arated their  holdings  1983.  Caro- 
line's trust  invested  in  luxury  hotels, 
thrifts.  Rosewood  Hotel  &  Resorts 
manages  Lanesborough  Hotel, 
London,  3  in  West  Indies,  others; 
owns  The  Mansion  on  Turde  Creek, 
Dallas.  Her  healthy  Southwest  Sav- 
ings took  over  4  insolvent  thrifts 
1988.  Sold  most  domestic  oil  prop- 
erties for  about  $275  million  1990. 
Now  rebuilding  U.S.  oil  and  gas 
reserves.  Retains  lucrative  North  Sea 
oil  interests.  Caroline  said  to  live  fru- 
gally, taking  no  part  in  management 
of  trust.  Member  since  1982. 


John  Hammond  Krehbiel  Jr. 

$540  million 

Molex  Inc.  Lake  Forest,  III.  59 
Married,  3  children 

Frederick  A.  Krehbiel 

$425  million 

Molex  Inc.  Hinsdale,  III.  55 
Married,  2  sons 

Brothers.  Grandfather  Fred  invented 
"molex,"  inexpensive  plastic  molding 
material  originally  used  in  flowerpots, 
toys,  etc.  Father,  John  Sr.  (d.  1993), 
joined  company  1940.  Switched  from 
commercial  to  electrical  products: 
connectors,  terminals,  cables.  Took 
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C.  Edward  McVaney 

$550  million 

Software.  Englewood,  Colo.  55 
Married,  3  children 

"Nebraska  farmboy,"  born  Omaha,  dyslexic.  B.S.  mechanical  engineering  U. 
of  Nebraska  1964;  M.B.A.  Rutgers  1966;  CPA.  Worked  for  Peat,  Marwick; 
then  to  Grant  Thornton  &  Co.  Left  with  2  co-workers — Jack  Thompson, 
Dan  Gregory — to  write  business  accounting  software.  Founded  J.  (Jack)  D. 
(Dan)  Edwards  &  Co.  on  St.  Patrick's  Day  1977.  Sold  programs  to  small 
companies;  shifted  early  1980s  from  developing  custom  program  for  each 
customer  to  one-size-fits-all  package.  Linked  up  with  IBM  early,  still  part- 
ners. Over  last  10  years  expanded  software  to  encompass  all  manufacturing 
uses;  over  half  clients  now  outside  U.S.  Historical  focus  on  companies  with 
sales  up  to  a  couple  billion  dollars,  but  beginning  to  compete  for  bigger  fish 
against  Oracle,  Baan  and  SAP.  Claims  sales  growth  averaging  53%  annually 
since  1977.  Still  private.  This  year  sales  expected  to  top  $400  million. 
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Molex  public  1972.  Brothers  now 
run  business.  John  Jr.:  Molex  presi- 
dent since  1975.  Fred:  established 
Molex's  International  Division  1967, 
with  factories  in  Japan,  Singapore, 
Ireland.  "What  we  have  learned  glob- 
ally has  vastly  increased  our  ability  to 
compete  locally."  Now  chair- 
man/CEO. Company  topped  $1  bil- 
lion in  sales  in  fiscal  1996.  Ambitious 
growth  strategy:  to  double  sales  by 
2000.  Second  in  the  worldwide  elec- 
tronics connector  industry  behind 
giant  AMP  Inc.  Forty-six  plants  in  21 
countries,  including  India,  Poland, 
Mexico.  Pete,  son  of  John  Jr.,  fourth- 
generation  Krehbiel  to  join  Molex; 
elected  to  board  1993  after  grandfa- 
ther's death.  Members  since  1994. 


Paul  Barry  Fireman  and  family 

$535  million 

Reebok.  Newton,  Mass.  52 
Married,  3  children. 

Lagging  behind  archrival  Nike,  stock 
down.  Dissident  shareholders  put  heat 
on  Fireman.  He  suggests  they  shut  up 
or  sell  out;  later  sets  2 -year  deadline  to 
end  sales  slump  or  step  down:  offer 
expires  1998.  Amidst  takeover  rumors, 
Reebok  offers  to  buy  back  as  much  as 
33%  outstanding  common,  giving  Fire- 
man family  more  control.  Family  had 
camping,  sporting  goods  business. 
Paul,  Boston  U.  dropout,  saw  British 
Reebok  shoe  label  at  trade  show  1979; 
bought  U.S.  rights,  then  company 
1984.  IPO  1985.  Introduced  women's 
aerobic  shoes  1982.  Great  timing, 
Reebok  premier  athletic  shoe  company 
1986.  Then  Nike  recovered.  Fireman 
settled  government  price -fixing  charges 
for  $9  million  1995.  Opened  Reebok 
Sports  Club/NY,  bought  golf  club 
same  year.  Official  licensee  1996 
Summer  Olympics,  but  Nike's  unoffi- 
cial campaign  scored  more  points. 
Bought  Rockport  brand  1986;  recent- 
ly agreed  to  make  footware  under 
Ralph  Lauren  label.  Human  rights 
activist.  Member  since  1986. 


Robert  Boisseau  Pamplin  Jr. 
and  family 

$525  million 

Textiles.  Lake  Oswego,  Ore.  55 
Married,  2  daughters 

Sharp  spike  in  cotton  prices  depressed 
profits  last  year;  recovering  this  year. 
Ordained  minister.  Beat  cancer.  Eight 
degrees,  including  2  doctorates.  Runs 
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Remy  Martin 
with  a  splash. 


REMY  MARTIN 


REMY  MARTIN 

100%  fine  champagne  cognac  from  the  heart  of  the 
most  celebrated  growing  region  in  France. 
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CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict, 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  ★Pinhole  Lens 
TV-Cameras  ★Color  TV-Cameras  ★Dome  TV-Cameras  ★Smoke 
Detector  TV-Cameras  ★Clock  TV-Cameras  ★Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  ★Quad  Compressors  ^Multiplexers  ★Monitors  ★Camera  Switchers 

★Pan-Tilts  ★Phone-Line  Video  Transmission  and  Reception  Systems 


N 


TM 


AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (212)  983-1820  Fax  (212)-983-1654  

1  -  8  0  0  -  3  9  6  -  C  C  T  V 
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Sheldon  Adelson 
(right) 

The  Sands  of  the 
Rat  Pack  (above), 
relegated  to 
the  sands  of  time, 
Putting  the 
wrecking  ball 
to  the  old  gaming 
hall,  Adelson 
will  build 
a  new  $1  billion 
casino  with  a 
6,000-room  hotel. 


|  R.B.  Pamplin  Corp.,  one  of  country's 
S  biggest  denim  producers.  Father, 
3  Robert  Sr.:  penniless,  rose  to  chief 
executive  of  Georgia-Pacific.  On 
retirement  bought  sand  and  gravel 
company,  built  today's  company. 
Later  addition:  Mt.  Vernon  Mills, 
now  95%  of  sales.  Consumes  5%  of 
cotton  used  in  the  U.S.  Gives  10% 
pretax  profit  to  charity.  Started  small 
Christian  entertainment  companies: 
musical  artists  and  videos  (superhero 
"Bible  Man").  Member  since  1992. 

Gary  Campbell  Comer 

$525  million 

Lands'  End.  Chicago.  57 

Married,  2  children 

Profits  drop  as  Lands'  End  wrestles 
with  costs  of  international  expansion, 
hike  in  paper,  postal  prices.  Gary 
skipped  college,  became  award-win- 
ning ad  copywriter  Young  &  Rubicam 
1952-62.  Started  Lands'  End  1963, 
Chicago-based  mail-order  supplier  of 
sailing  gear.  Began  selling  luggage, 
clothing,  dropped  boat  hardware  by 
1977.  Went  public  1986.  People-first 
philosophy:  "Take  care  of  your 
people,  take  care  of  your  customers, 
and  the  rest  will  take  care  of  itself." 
First  U.K.  catalog  1991.  Expanded 
with  mailings  to  France,  Germany, 
Netherlands,  Japan  by  1994;  plans  for 
continued  overseas  expansion.  Today 
22.4-million-member  mailing  list, 
$1.3  billion  sales.  Avid  sailer.  First 
appeared  on  list  1987. 

John  H.  Sykes 

|  $520  million 
p  (see  page  264) 

-°  — —  

:  Guilford  Glazer 

I  $520  million 

1  Real  estate.  Beverly  Hills.  75 
Divorced,  remarried;  2  children 
July  birthday  present  to  himself: 
retirement — more  time  for  golf  and 
grandchildren.  Expanded  father's 
welding  shop  Knoxville,  Term.;  began 
building  with  apartment  house  for 
widowed  mother  1950.  Built  Oak 
Ridge,  Tenn.  shopping  center  1954; 
sold  1989  for  $45  million.  Moved  to 
LA  1960  for  the  climate.  Has  office 
buildings  Atlanta,  Boston,  Pitts- 
burgh; Holiday  Inns;  industrial  build- 
ings. Says  there  is  no  debt  on  many 
properties:  "Pay  your  debt,  then  you 
don't  have  somebody  else  controlling 
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you."  Active  in  U.S. -Israel  relations; 
built  Israeli  community  center  with 
buddy  Armand  Hammer.  Member 
since  1986. 


j  Richard  Alan  Smith  and  family 

I  $520  million 

I  Harcourt  General.  Chestnut  Hill,  Mass.  71 
I  Married,  3  children 

I  Nancy  Smith  Lurie  Marks 
i  and  family 

I  $520  million 

I  Harcourt  General.  Chestnut  Hill,  Mass.  69 
|  Married,  3  children 

|  Brother  and  sister.  Father,  Philip, 
I  founded  General  Cinema,  drive-in 
I  theater  chain  1922.  Richard,  Harvard 
1  grad,  assumed  control  1961.  Largest 
1  movie  theater  operator  by  1973.  Also 
e  Pepsi  bottling  plants:  largest  indepen- 
I  dent  soft  drink  bottler  by  1981. 
i  Bought  37%  department  store  retailer 
E  Carter  Hawley  Hale  1984.  Entered 
i  high-end  retailing  1987,  exchanging 
1  CHH  for  60%  Neiman  Marcus 
h  Group.  Acquired  textbook  publisher 
i!  Harcourt  Brace  Jovanovich  1991. 
ji  Divested  struggling  Contempo-Casu- 
[1  als  from  NMG  1995.  Nancy's  son, 
H  Jeff  Lurie,  owns  Philadelphia  (foot- 
jji  ball)  Eagles.  With  families,  Richard 
I  and  Nancy  share  fortune  worth  more 
||  than  $1  billion.  Richard  a  member 
I  since  1982;  Nancy  since  1994. 


}  Charles  Francis  Dolan 

|  $510  million 

I  Cable  TV.  Oyster  Bay,  N.Y.  70 
}(  Married,  6  children 

lj  Bought  Madison  Square  Garden 
I!  1995  with  ITT  for  $1  billion; 
N  brought  back  boxing.  Cablevision 
I  Systems  stock  taking  it  on  the  chin 
I  since:  down  almost  40%  in  last  year. 
I  Grew  up  in  Cleveland,  convinced  city 
[j  paper  to  run  his  Boy  Scout  column 
for  $2  a  week  age  15.  To  NYC  1952, 
li  made  industrial  films.  Breakthrough 
\\  1960:  wired  news  service  into  NYC 
i\  hotels.  Scored  Manhattan  cable  fran- 

I  chise  1961;  covered  Knicks,  Rangers 

II  games.  Financed  high-cost  growth 
ij  through  limited  partnerships.  Creat- 
ed Home  Box  Office  1970,  sold  to 

Ij  Time  Inc.  1973.  Built  Cablevision 
I]  Systems,  took  public  1986.  With 
!  ITT,  now  controls  distribution  of  all 
[j  NYC-area  pro  baseball,  basketball, 
I  hockey  via  MSG  and  SportsChannel 
91  New  York.  Member  since  1986. 


Of  course,  some  StiU 
prefer  it  straight  up. 


REMY  MARTIN 

100%  fine  champagne  cognac  from  the  heart  of  the 
most  celebrated  growing  region  in  France. 
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LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Howe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-8466 


Invest  With  Confidence 

T.RoweRice 


T.  Rowc  Price  Investment  Services,  Inc.,  Distributor. 
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John  H.  Sykes 

$520  million 

Computer  support  services.  Tampa,  Fla.  60 
Divorced,  remarried;  2  daughters,  1  son 


An  outsourcer,  his  Sykes  Enterprises  handles  hardware,  software  product 
support  for  Apple,  Hewlett-Packard,  Novell,  IBM,  Digital  Equipment, 
others.  Also  develops  software,  information  systems  for  NationsBank,  Mon- 
santo, etc.  Decentralized  organization;  using  telephones  and  computers, 
1,800  of  Sykes'  2,800  employees  work  in  out-of-the-way  spots  like  Ponca 
City,  Okla.;  Overland  Park,  Kans.;  Sterling,  Colo.;  Klamath  Falls,  Ore.;  Bis- 
marck, N.D.  "People  like  to  live  and  work  where  they  grew  up."  Early 
1960s,  Sykes  at  McDonnell  Aircraft  at  Cape  Canaveral;  worked  on  Mercury 
and  Gemini  space  programs,  left  company  before  Apollo  program.  Worked 
for  technical  support  company  to  Wall  Street  firms  before  starting  own  com- 
pany 1977:  offered  contract  engineering  expertise,  engineers  for  civil  proj- 
ects, then  focused  on  technical  graphics  (manuals,  etc.),  then  into  software 
support.  Took  Sykes  public  April,  still  owns  70%. 


Richard  J.  Egan  and  family 

$500  million 

Data  storage.  Hopkinton,  Mass.  60 
Married,  5  children 

EMC  Corp.  founder  and  family  still 
"diversifying,"  i.e.,  selling  lots  of 
stock.  Marine  in  Korean  War.  North- 
eastern U.,  B.S.  electrical  engineer- 
ing. At  MIT,  helped  develop  com- 
puter system  to  guide  Apollo  back 
from  moon.  Worked  for  Intel. 
Cofounded  EMC  1979  with  college 


roommate.  Sold  solid-state  memory 
boards.  After  mid-1980s  IPO  had 
problems,  then  breakthrough:  EMC 
engineers  adapted  data  storage 
scheme  devised  at  Berkeley  using 
groups  of  cheap  disk  drives  simulta- 
neously to  store  and  back  up  data. 
Beat  IBM  (selling  big  stand-alone 
disks)  to  market  by  4  years.  Overtook 
Big  Blue  1995,  selling  more  storage; 
revenues  grew  more  than  tenfold 
since  1990.  Member  since  1994. 


Sheldon  Adelson 

$500  million 
Trade  shows,  gambling. 
Boston;  Las  Vegas.  63 
Married,  5  children 

Sold  computer  trade  show  Comdex 
1995  for  $900  million  to  Softbank. 
Adelson  not  satisfied.  On  the  site  of 
his  Sands  casino/hotel  in  Las  Vegas, 
planning  $1.3  billion  gambling  fanta- 
sia patterned  after  Venice.  And  the 
current  structure?  As  we  go  to  press, 
he's  set  to  blow  it  to  smithereens  for 
Chevy  Chase  film.  To  work  in  corpo- 
rate finance,  real  estate.  Tried  venture 
capital,  lost  big  in  1969  market  slide. 
Formed  Interface  Group,  started 
trade  shows  1971.  First  Comdex — 
Computer  Dealers  Expo — in  1979. 
Added  more  shows;  into  Japan  1985. 
Bought  Sands  for  $135  million  in 
1989.  Comdex  Fall  in  Las  Vegas 
became  must-attend  event  for  com- 
puter industry  Member  since  1995. 

William  Randolph  Hearst  III 

$500  million 

Inheritance.  San  Francisco.  47 
Married,  3  children 

Austin  Hearst 

$500  million 

Inheritance.  New  York  City.  44 
Married,  1  child 

George  Randolph  Hearst  Jr. 

$500  million 

Inheritance.  Los  Angeles.  69 

Widowed,  divorced,  remarried;  4  children 

Phoebe  Hearst  Cooke 

$500  million 

Inheritance.  San  Francisco.  69 
Divorced,  remarried;  1  daughter 

Millicent  V.  Boudjakdji 

$500  million 

Inheritance.  Los  Angeles.  56 
Married,  3  children 

David  Whit  mi  re  Hearst  Jr. 

$500  million 

Inheritance.  Los  Angeles.  51 
Single. 

Grandchildren  of  William  Randolph 
Hearst,  media  magnate  who  built 
nation's  largest  newspaper  chain, 
model  for  Orson  Welles'  Citizen 
Kane  (d.  1951).  William  Randolph 
Hearst  III:  stepped  down  as  publish- 
er of  San  Francisco  Examiner  Decem- 
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Totally  ceramics: 
The  Rado  'Sintra'. 

The  Rado  'Sintra',  with  avant-garde  design  and 
lustrous  platinum-like  look,  is  uncompromisingly 
constructed  of  scratchproof,  enduringly  beautiful 
high-tech  ceramics. 

But  it's  when  you  put  it  on  that  its  sleek, 
smooth  and  comfortable  ceramic  bracelet  and 
case  convince  you  that  you've  chosen  a  truly 
incomparable  timepiece. 


-A  different  world 


Hp 


ado  DiaStar  'Sintra'.  Made  entirely 
jom  scratchproof,  wearer-friendly 
igh-tech  ceramics.  In  three  sizes. 


JHl/AJLJ  IJ 


Switzerland 


ALIFORNIA:  Robanns  Jewelers,  Palm  Springs  (619)  325-9603;  Macy's,  San  Francisco  (800)  622-9748 
LORIDA:  Bailey  Banks  &  Biddle;  GEORGIA:  Bailey  Banks  &  Biddle;  HAWAII:  Liberty  House,  Honolulu  (808)  945-5367 
LINOIS:  Smart  Jewelers,  Lincolnwood  (847)  673-6000;  LOUISIANA:  Bailey  Banks  &  Biddle;  MASSACHUSSETS 
pha  Omega,  Cambridge  (800)  447-4367;  Alpha  Omega,  Boston  (617)  424-9030;  NEW  YORK:  Kenjo  (212)  333-7220 
ORTH  CAROLINA:  Reeds  Jewelers  (704)  543-9394 


ber  1994.  Computer  buff  interested 
in  new  media.  Austin  Hearst:  VP 
Hearst  Entertainment  &  Syndication. 
George  Jr.:  ran  Herald-Examiner 
1962-77;  supervises  real  estate.  His 
sister  Phoebe:  major  role  with  current 
husband  in  family's  1974  trust  buy- 
back.  Four  children  of  John  Hearst  Sr. 
(d.  1958)  share  estimated  $1  billion. 
With  uncle  Randolph  Apperson 
Hearst  (see),  family  fortune  exceeds 
$5  billion.  First  appeared  on  list  1982. 

William  Gordon  Bennett 

$500  million 

Gambling.  Las  Vegas.  71 
Married,  2  children 

William  Norman  Pennington 

$480  million 
Gambling.  Reno.  73 
Widowed,  remarried;  2  children 
Ex-partners.    Cofounded  Circus 
Circus  Enterprises  after  recognizing 
unserved  gambling  market:  vacation- 
ing families,  middle  class.  Opened 
Circus  Circus  1968,  Vegas  casino 
with  clean  image,  entertainment.  Hit 


Claude  Pennington,  96, 
is  the  oldest 

member. 


jackpot.  Bennett:  former  furniture 
store  owner,  known  as  aggressive 
cost-cutter  who  won't  give  gamblers 
credit.  Stepped  down  as  CEO  1994, 
officially  to  spend  time  with  wife, 
hobbies  of  boating,  sailing.  Report- 
edly forced  to  step  down  as  chair 
amid  takeover  rumors.  Bought 
Sahara  Hotel  for  $193  million 
months  later.  Pennington:  WWII 
bomber  pilot,  president  Circus  Circus 
from  1979,  retired  1988;  enjoys 
boating,  horseback  riding.  Members 
since  1985. 

A  mar  Gopal  Bose 

$500  million 

Loudspeakers.  Wayland,  Mass.  66 
Married,  2  children 

Born  Philadelphia  to  Indian  immi- 
grant. MIT  Ph.D.  electrical  engineer- 
ing 1956.  Holds  patents  in  acoustics, 
electronics,  communication  theory. 
Started  Bose  Corp.  1964.  First,  R8cD 
contracts  with  military,  NASA.  Con- 
sumer loudspeakers  best  in  field  1968. 
Introduced  world's  first  factory- 
installed  customized  car  stereo  system 
1982:  Cadillac,  then  Mercedes, 
Nissan,  etc.  Also  corporate  jets,  home 
theater  systems.  One  of  country's 
biggest  suppliers  nontrademarked 
speakers.  Sales  thought  to  exceed 
$700  million.  Reinvests  profits  in 
R&D,  growth.  Still  MIT  professor 
(electrical  engineering,  computer  sci- 
ence). Member  since  1994. 

Grover  Conneli 

$500  million 

Equipment  leasing,  rice.  Westfield,  N.J.  78 
Married,  3  children 

After  WWII  Navy  service,  took  over 


Margaret  Hunt  Hill  (left)  and  Caroline  Rose 
Hunt  with  friend 

The  daughters  of  oilman  H.L.  Hunt 
invest  separately  but  still  get  together, 
here  at  a  fund-raising  dinner  in  Dallas. 


family's  $10  million  (sales)  rice  and 
sugar  company  1950.  Built  Conneli 
Co.  into  country's  largest  indepen- 
dent broker/trader  in  rice,  sugar; 
U.S.  export  share  over  20%,  much  to 
Japan.  Added  heavy  equipment  leas- 
ing (railroad,  aircraft,  power  plants) 
1973;  now  some  $1.4  billion  in 
assets.  Also  prime  N.J.  real  estate. 
Known  for  lunches  featuring  lectures 
by  congressmen.  Hosted  party  for 
politicos  with  Zaire  dictator  Mobutu. 
Member  since  1982. 


Daniel  Ziff,  24, 
is  the  youngest 
member. 


Wallace  Henry  Coulter 

$500  million 

Blood  cell  analysis.  Miami.  83 
Single 

Brother  and  business  partner  Joseph 
Coulter  died  1995  age  71.  Wallace 
studied  electrical  engineering  at 
Georgia  Tech,  dropped  out  1932. 
Held  down  series  of  technical  and 
service  jobs,  tinkered  in  basement, 
developed  "Coulter  principle"  1949: 
automated  electronic  method  of 
counting  microscopic  particles.  In 
1953  invented  Coulter  Counter, 
blood  cell  counter,  with  government 
funding.  Started  Coulter  Electronics 
with  Joseph  1958;  never  went  public. 
Now  private  Coulter  Corp.  Big  suc- 
cess: near  95%  automated  blood 
counters  worldwide  are  Coulter  or 
clones.  Snapped  up  104-acre  Ameri- 
first  campus  in  Miami  from  Resolu- 
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There  are  many  people  who  help 
determine  what  path  our  company  takes. 

We  publish  a  list  of  them  every  year. 


TWELVE  MILLION  people  have  a  great  deal  of  input 
into  the  way  Ameriteclf  does  business. 

You  see,  we  firmly  believe  that  in  order  to  avoid  the 
pitfalls  of  people  being  confused,  overwhelmed,  and  intim- 
idated by  technology,  we  must  put  the  customer  at  the 
center  of  everything  we  do  and  at  the  heart  of  every  decision 
we  make.  Which,  by  the  way,  is  not  just  another  catch 
phrase  out  of  some  annual  report- 
writing  seminar, 


people  use  the  technology  in  an  actual  environment — not 
just  some  laboratory  or  30-minute  focus  group.  It  allows  us 
to  interact  with  customers  and  make  improvements  based 
on  their  input.  One  such  success  story  is  National  Directory 
Assistance.  We  listened  to  customers  express  frustration 
over  having  to  find  the  area  code  for  another  city,  then 
having  to  call  long  distance  directory  assistance.  Now,  all 
the  customer  has  to  do  is  call  local 
directory  assistance  and 


lark's  iUvs 


but  a  more  logical  wa; 

It's  why  we  have  a  department  called  Human  Factors. 

They  study  how  real  people  use  technology  in  real  life,  so  we 
can  make  that  technology  easier  to  use.  It's  a  process  that 
puts  hundreds  of  our  customers  into  direct  contact  with  the 
multitude  of  new  products  and  services  we  test  each  year. 

We  do  so  at  various  Test  Towns  throughout  the  Midwest. 
There,  over  an  extended  period  of  time,  we  observe  how 

www.ameritech.com 
©1996  Ameritech  Corp. 


I  ion  for  a  phone  number. 

So  as  you  can  probably  surmise,  our  customers  are 

not  just  people  who  use  our  products  and  services.  They're 
twelve  million  of  our  most  valued  advisors. 


Your  Link  to  Better 
Communication* 


•on  Trust  Corp.  1992.  Wallace's 
Jrs  share  estimated  $475  million. 

Member  since  1988. 

Lawrence  Fisher 

$500  million 

Real  estate.  New  York  City.  86 
Married,  1  child 

Zachary  Fisher 

$500  million 

Real  estate.  New  York  City.  85 
Married,  1  child 

Brothers.  Third-generation  New  York 
real  estate  family.  Larry:  "We've  been 
in  business  over  100  years."  As  teens, 
bought  Philadelphia  bank  building 
1926;  built  Queens  apartments 
1930s-40s.  Moved  into  Manhattan 
office  market  1960s.  Now  over  6  mil- 
lion sq.  ft.  in  5  A-list  buildings  NYC, 


including  Westvaco  Building,  Park 
Ave.  Plaza,  Burlington  House.  Polit- 
ically connected  Zach  greased  deliv- 
ery of  $4.5  million  HUD  grant  1981 
for  pet  project  Intrepid  Sea- Air- Space 
Museum;  aircraft  carrier  racked  up  $3 
million  in  debt;  bankruptcy  1985.  In 
1980s  moved  excess  cash  into  stocks: 
made  $60  million  from  runs  on 
Disney,  CBS;  execs  had  Quotrons  on 
desks.  Bidders  for  troubled  New  York 
Post  1993;  dropped  out.  Also 
Zachary  and  Elizabeth  Fisher  Armed 
Services  Foundation  scholarships  to 
family  members  of  servicemen  killed 
in  1983  Beirut  bomb  blast;  $25,000 
to  family  of  each  person  killed  in 
explosion  U.S.S.  Iowa.  Larry:  active 
in  NYC  Police,  Fire  Department 
charities;  avid  baseball  fan.  With  fam- 
ilies, brothers  share  real  estate  fortune 


Donald  Trump 

Back  cm  The  Forbes  Fo 

estate  market,  Trump  t 


28  members  have 
fortunes  derived  from 
real  estate. 

estimated  to  be  at  least  $1  billion. 
Members  since  1982. 


Joseph  Liemandt 

$500  million 
(see  page  270) 


iretf  with  good  credit  and  a  recovering  New  York  real 
for  an  Atlantic  City  casino  battle  with  Steve  Wynne. 


Lynne  Pasculano  and  family 

$500  million 

Auto  parts.  NYC;  Greenwich,  Conn.  55 
Married,  2  children 

Daughter  of  Harry  Lebensfeld  (d. 
1994);  Brooklyn  native;  high  school 
dropout:  started  at  father's  furniture 
company.  Founded  UIS  1945  with 
purchase  of  small  desk  manufacturing 
company,  Shelbyville,  Ind.  Growth 
strategy:  buy  small  firms  with  growth 
potential.  Acquired  over  20  companies 
to  form  mini -conglomerate.  Manufac- 
tures original  and  replacement  auto 
parts.  Sales  now  over  $870  million; 
80%  auto/truck  parts.  Also  owns  New 
England  Confectionery  Co.,  maker 
Necco  wafers.  Lean  operation:  14 
employees  in  N.J.  headquarters. 
Lynne's  husband,  Richard  Pasculano, 
executive  vice  president.  Lynne  a 
longtime  volunteer  NY  Public  Library. 
UIS  in  trust  for  Lynne  and  her  chil- 
dren. Member  since  1994. 

Frank  Pritt 

$500  million 

Attachmate  Corp.  Seattle.  54 
Married,  3  children 

After  joining  The  Forbes  Four 
Hundred  last  year,  Pritt  made  some  bad 
moves  with  his  Attachmate  software 
company — namely  turning  it  over  to  a 
misguided  new  management  team.  A 
botched  attempt  to  reposition 
Attachmate  as  "The  Intranet 
Company"  confused  many  of  its  basic 
customers.  Attachmate's  CEO,  other 
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f  500,000  new  members  doesn't  say  quality  health  care  to  you, 
perhaps  you  should  get  24,000  second  opinions. 


If  you  asked  Blue  Cross  about  health  care,  we'd  tell 
)u  we  provide  the  best  coverage  in  the  business. 
But,  since  our  point  of  view  is  admittedly  biased, 
srhaps  you'd  appreciate  someone  else's. 
Like,  say  more  than  half-a-million  Californians. 
After  all,  in  the  past  four  years,  more  people  have  joined 
e  CaliforniaCare®  HMO  from  Blue  Cross  of  California 
an  any  other  health  plan.  Some,  because  it  delivers 
lality  coverage  at  an  affordable  price.  Others,  because 
ue  Cross  has  been  a  trusted  name  for  nearly  60  years. 


But,  as  it  turns  out,  most  people  like  CaliforniaCare 
because  so  many  of  California's  finest  doctors  do- 
24,000  in  total  -  all  of  whom  you'll  find  in  our  HMO 
provider  network. 

So  if  you're  looking  for  a  good  healdi  plan,  we  think 
you've  found  it.  And  there  are  plenty  of  Californians 
out  there  who  agree. 

For  more  on  California's  fastest  growing  HMO,  call 
your  broker  or  local 
Blue  Cross  sales  office. 


Blue  Cross  of  California 


Who  else? 


islered  mark  of  the  Blue  Cross  Association  and  Blue  Cross  ofCdHbnrfa  is  an  independent  licensee  of  the  Blue  Cross  Association.  ®'  is  a  remastered  mark  of  WellPoint  Health  NctWOfka  Inc.  Medical  Coverage  mitten  bj  California  Care  Health  Plans.  C  1996  WeQFtinl  Health  Networks  Inc. 


Joseph  Liemandt 

$500  million 

Software.  Austin.  28.  Single 

Youngest  self-made  member  of  The  Forbes  Four  Hundred;  probably  only  one  who  rents  his  primary  residence. 
Started  Trilogy  Development  Group  1989  with  four  Stanford  pals,  dropped  out  1990  halfway  through  senior  year. 
"My  market  window's  closing!"  Goal:  beat  IBM,  Hewlett-Packard  to  the  punch  with  "sales  configuration"  soft- 
ware. Eliminates  errors,  wasted  time  from  manufacturers'  sales  and  ordering  processes.  Couldn't  get  venture  capi- 
tal backing,  relied  heavily  on  credit  card  debt  to  keep  going.  After  three  years  of  trial-and-error  programming,  suc- 
cess: $3.5  million  contract  from  H-P,  1993.  Orders  from  Boeing,  IBM,  Silicon  Graphics  followed.  Sales  believed 
over  $120  million.  Father  Gregory  (d.  1993)  friends  with  Jack  Welch  at  GE.  When  informed  of  Joe's  plan  to  drop 
out  of  Stanford,  dad  replied:  "You're  a  moron." 


executives  let  go;  Pritt  back  at  helm.  But 
Pritt's  been  through  tough  times 
before.  He  started  his  career  working 
for  IBM  (sales),  Harris  Corp.  (product 
manager).  Witnessed  dawn  of  personal 
computer,  foresaw  market  for  connect- 
ing PCs  to  mainframes.  Harris  uninter- 
ested so  Pritt  quit  1984;  started 
Attachmate  in  living  room  with 
$150,000  in  retirement  money.  Hours 
after  resignation,  he  stumbled  across  ad 
for  "his"  product  from  computer  firm 
DCA.  "I  thought  I  was  the  only  one 
who  thought  of  this  thing.  It  was  sort  of 
gruesome."  Went  ahead  anyway. 
Bought  out  DCA  1994.  Pritt  owns  70 
of  $400  million  sales  i  pany.  Member 
since  1995. 


John  R.  Stanley 

$500  million 
Gas.  Houston.  57 

Married,  4  children,  1  son  disowned 
Stanley's  debt-laden  TransTexas  scored 
big  discovery  1995  southern  Texas. 
Increased  reserves  by  56%.  Son  of  Mass. 
schoolteacher;  pumped  gas,  leased  Gulf 
station  while  student.  By  mid-1970s 
230  Gasland  outlets;  bought  refinery 
Good  Hope,  La.,  began  oil  drilling.  Hit 
gas  big-time  in  Laredo  field.  Invested  in 
ammonia;  prices  plunged;  bankrupt 
1975.  Held  off  creditors;  saved  by  1979 
oil  shock;  paid  off,  borrowed  $750  mil- 
lion to  expand  refinery.  Bankrupt  1983. 
Sued  creditors;  bought  time.  Out  of 
Chapter  11  in  1993;  kept  gas,  bor- 


rowed $500  million  to  revamp  refinery. 
Borrowed  $800  million  more  in  1995 
to  refinance,  explore  new  fields.  Analyst: 
"You  take  John  out  of  the  picture  and 
[the  company's]  probably  worth  a  lot 
more."  Member  since  1994. 


A.  Alfred  Taubman 

$500  million 

Real  estate.  Bloomfield  Hills,  Mich.  71 
Divorced,  remarried;  3  children 
Immigrant  father  built  homes;  "Al" 
teased  as  child  for  dyslexia,  stuttering; 
college  dropout.  Got  $5,000  loan 
1950;  developed  retail  stores,  then 
strip  malls,  shopping  centers.  For 
Max  Fisher  (see)  built  200  gas  sta- 
tions. Large  regional  malls  1960s. 
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STATISTICS  DON'T  COUNT 

6 


Generalizations  don't  fly.  Lists  don't  add  up.  Frankly,  Polk  direct  marketing,  database  management  and  market 

the  information  age  is  filled  with  misinformation,  analysis  product.  Multi-dimensional  intelligence  enables 

It's  a  fact:  you  can't  rely  on  facts  alone  to  meet  your  you  to  build  your  market  strategy  on  the  most  sophisticated 

marketing  objectives.  They  just  aren't  reliable  as  and  comprehensive  consumer  information  available, 

projectable  information.  At  Polk,  we  believe  it  takes  For  a  fully  dimensional  portrait  of  your  customers  and 

multi-dimensional  intelligence  to  gain  real  insight  into  prospects,  come  to  the  company  that  has  spent  the 

consumers' perceptions  and  habits.  Multi-dimensional  last  125  years  perfecting  its  data  and  diagnostic 

intelligence  is  the  sum  of  our  superior  data,  technical  capabilities.  Because  in  the  end,  it's  not  the  information, 

proficiency  and  diagnostic  savvy.  It  is  present  in  every  it's  the  intelligence  behind  it.  Call  800  635-5522. 


Multi-Dimensional  Intelligence' 


ist 


tight  control  over  sell- 


ing environment;  major  U.S.  shop- 
it  developer.  Made  $150  mil- 
lion in  Irvine  Ranch  buyout  (see 
Bren);  Sotheby's  shareholder,  chair- 
man. Floated  REIT  1992  to  repay 
$600  million  loan.  Has  given  more 
than  $40  million  to  hospitals,  col- 
leges. Son  Robert  now  Taubman 
Centers  chief  executive  officer. 
Member  since  1982. 

Albert  Lee  Ueltschi 

$500  million 

FlightSafety  International.  Irving,  Tex.  79 
Widowed,  4  children 

Raised  on  Kentucky  dairy  farm. 
Opened  hamburger  shop  age  16  to 
pay  for  flying  lessons.  Bought  open- 
cockpit  biplane  with  $3,500  loan. 
Joined  Pan  American  Airlines  1941; 
personal  pilot  to  Pan  Am  founder 
Juan  Trippe.  Saw  lack  of  properly 
trained  pilots  for  commercial  aircraft: 
started  FlightSafety  1951;  mortgaged 
house  1954  to  purchase  own  simula- 
tor. Used  off-duty  hours  for  business; 
quit  Pan  Am  1968.  Expanded  to 
training  in  marine  operations  1976. 
Joint  venture  with  Babcock  &  Wilcox 
for  power  plant  personnel  training 
1984;  sold  interest  1994  to  focus  on 
core  business.  Today  40  training  cen- 
ters, more  than  160  simulators.  Sales 
over  $325  million.  First  appeared  on 
list  1983. 


Thomas  Frist  (right)  and  Bill  Gates  (below) 
Created  in  1972  by  the  United  Way  to  target  high-net-worth 
individuals,  the  Alexis  de  Tocqueville  Society  claims  over 
160  of  The  Forbes  Four  Hundred  as  its  members,  Frist  and 
Gates  among  them.  While  the  United  Way's  donors  con- 
tribute an  average  $146  a  year,  de  Tocqueville  Society  mem- 
bers must  give  a  minimum  $10,000  to  join  the  club.  Much 
more  is  raised  through  fund-raising  galas  like  this  recent 
one  in  Philadelphia.  De  Tocqueville's  total  take  last  year: 
$135  million. 


Robert  B.  Goergen 

$490  million 
(see  page  274) 


Hugh  Rodney  Sharp  III  &  family 

$490  million 

Inheritance  (Du  Pont).  Wilmington,  Del.  61 
Married,  5  children 

Member  of  vast,  blue  blood  du  Pont 
clan.  A  grandson  of  Isabella  du  Pont 
Sharp  (see  du  Pont  family);  a  sister  of 
Pierre  Samuel  II;  known  as  H. 
Rodney.  Father  Hugh  Jr.  (d.  1990) 
active  in  Du  Pont  1938-82,  flew 
combat  missions  during  WWII;  with 
brother  Bayard,  donated  $11  million 
parcel  of  beach  and  wilderness  for  use 
as  a  Florida  state  park.  Hugh  Jr.  left 
his  inheritance  to  his  three  children; 
Hugh  III,  H.  Donan  Sharp  and 
William  M.W.  Sharp.  Hugh  III  still  a 
director  at  Du  Pont;  retired  as  man- 
ager of  compute  ;  systems  for  compa- 
ny 1991.  Member  since  1982. 
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Robert  B.  Goer  gen 

$490  million 

Candles.  Greenwich,  Conn.  58 
Married,  2  children 

Wharton  M.B.A.;  worked  at  Procter  &  Gamble,  McCann-Erickson  and 
McKinsey  &  Co.  Ran  Donaldson,  Lufkin  &  Jenrette's  Sprout  venture  cap- 
ital funds.  Left  DLJ  1978.  With  3  partners  bought  Brooklyn  candlemaker 
from  founder's  children  for  $100,000.  Company  was  doing  $3  million  sell- 
ing candles  to  churches  and  religious  goods  stores.  Partners  innovated  with 
citronella  candles  in  colorful  ceramic  pots;  wide  variety  of  scents  and  shapes. 
Acquired  6  competitors  in  12  years.  Sales  up  500%  to  $331  million  last  6 
years.  Took  Blyth  Industries  public  1994.  Accessorizing  candles:  horse- 
shaped  candleholders  for  $28.95,  high-margin  replacement  candles  at 
$11.25  the  half-dozen.  "We  are  in  the  razor  business,  except  our  razor 
blades  burn." 


Phillip  Frost 

$490  million 

Medicine.  Miami  Beach.  60 
Married 

The  founder  of  Ivax  (maker  of  gener- 
ic drugs)  is  now  trying  to  revive  Pan 
Am;  plans  to  go  public  by  folding  into 
investment  vehicle  Frost  Hanna 
Merger  Group.  Tm  looking  at  it  as  a 
minor  diversification."  But  possibly 
losing  focus:  Ivax  quarterly  earnings 
74%  below  expectations  this  summer. 
U.  of  Pennsylvania,  Albert  Einstein 


College  of  Medicine.  Dermatologist, 
invented  disposable  biopsy  device, 
took  over  struggling  Key  Pharma- 
ceuticals 197],  fixed  up  company, 
sold  to  Schering-Plough  1986. 
Founded  Ivax  1987,  now  one  of  the 
largest  generic  drug  firms.  Began  with 
small  companies,  rights  to  salable 
drugs  to  generate  immediate  rev- 
enues, fund  growth,  acquisitions. 
Motivation:  "ego  .  .  .  the  chase  and 
success."  Active  civic  affairs,  philan- 
thropy. Member  since  1991. 


Philip  Evans  Kamins 

|  $490  million 

w  Plastics,  chemicals.  Beverly  Hills.  60 
%  Married,  4  children 

55  Born  Chicago.  Parents  divorced 
when  Philip  was  12;  worked  to  sup- 
port family.  At  16  got  job  with  PL 
Muehlstein  &  Co.,  plastics  scrap 
dealer.  Took  night  classes  in  finance, 
Northwestern;  never  graduated.  To 
LA  as  salesman  for  Muehlstein  1957; 
on  his  own  1963,  formed  Kamco 
Plastics  with  wife,  brother;  now 
PMC,  Inc.  Acquired  specialty  chem- 
icals, plastics  firms.  "Bottom  fisher." 
Gave  equity  to  managers  to  enhance 
performance,  switched  to  cash  1986. 
Refused  financing  offer  from  Mike 
Milken.  PMC  now  17-business  con- 
glomerate with  sales  over  $730  mil- 
lion. Member  since  1993. 


Elaine  Johnson  Wold 

$490  million 
(see  page  282) 


Alexis  Felix  du  Pont  Jr. 

$490  million 

Inheritance.  Wilmington,  Del.  90 
Divorced,  remarried,  widowed;  4  children 

Alice  Francis  du  Pont  Mills 

$490  million 

Inheritance.  Middleburg,  Va.  83 
Widowed,  3  children 

Siblings.  Children  of  A.  Felix  du  Pont, 
distant  cousin  of  Pierre  Samuel  II  (see 
du  Pont  family),  who  sided  with  Pierre 
in  family  split  1915,  was  rewarded 
with  stake  in  Christiana  Securities 
(family  holding  company).  Their 
brother  Richard,  noted  pilot,  killed  in 
WWII  glider  crash.  His  widow, 
Helena  Allaire  Crozer  du  Pont,  horse 
breeder,  one  of  first  women  admitted 
to  Jockey  Club  (1983).  She  and  chil- 
dren worth  estimated  $490  million. 
Member  since  1982. 


Mossimo  Giannulli 

$490  million 
(see  page  278) 


Frank  Lyon  Jr.  and  family 

$490  million 

Bottling.  Boca  Raton,  Fla.  55 
Married,  2  stepdaughters 
Father  Frank  Sr.,  now  86,  genteel 
southerner,  door-to-door  suit  sales- 
man, youngest  district  manager  Gen- 
eral Foods.  RCA  distributor  1942; 
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I     It's  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  hack  in  the  early  1900s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we're  well-balanced  to  meet  the  nerds  of 

the  ai^^l  l!CE& 

For  more  information  on  ALL  TEL,  call  (501)  661-8(>(>'>. 


m 


:etheart  deal  with  fellow  Arkansan 
/Vai-Mart  1970s.  Acquired  Coca-Cola 
bottler  1969,  became  biggest  in 
Arkansas.  Also  acquired  bank;  turned 
operations  over  to  Harvard  M.B.A.- 
armed  Frank  Jr.  1967.  Jr.  sold  bottler 
to  Coke  1989  for  huge  capital  gain: 
same  year  battled  cancer,  now  in  remis- 
sion. Acquired  more  banks,  sold  to 
Mercantile  Bancorporation  for  stock. 
Also  farming,  real  estate,  Wingmead 
(13,000- acre  duck  hunting  retreat  and 
farm).  Member  since  1993. 

Joseph  Reeves  Hyde  III 

$480  million 

Auto  parts.  Memphis.  53 
Twice  divorced,  remarried;  3  children 
Grandfather  started  Malone  &  Hyde 
food  wholesaler  1907.  Hyde  III 
(known  as  "Pitt  Hyde")  attended 
UNC,  became  president  when  father 
fell  ill  1968.  In  1972:  youngest  chair- 
man of  NYSE-listed  companies. 
Expanded  business:  sporting  goods, 
drugstores,  supermarkets.  Biggest  hit: 
auto  parts  division.  AutoZone  spun  off 
1987.  Service  is  key:  sales  force  trained 
to  ask  customers  if  they  need  help 


60  members 
are  women. 

within  30  seconds.  With  KKR,  did 
leveraged  buyout  of  Malone  &  Hyde 
1984;  sold  to  Fleming  Cos.  for  $600 
million  1988.  Hyde  now  chairman  and 
CEO  of  AutoZone.  Currently  1,423 
stores  in  27  states,  sales  over  $2.2  bil- 
lion. Chairs  executive  committee 
National  Civil  Rights  Museum  in 


Memphis.  Funds  UNC  scholarships. 
Member  since  1992. 

Abraham  Gosman 

$480  million 
(see  page  280) 

Irenee  du  Pont  Jr. 

$480  million 

Inheritance.  Montchanin,  Del.  76 
Married,  5  children 

Irene  Sophie  du  Pont  May 

$480  million 

Inheritance.  Wilmington,  Del.  95 
Widowed,  4  children 

Constance  Simons  du  Pont 
Darden 

$480  million. 

Inheritance.  Norfolk,  Va.  92 
Widowed,  3  children 

Octavia  Mary  du  Pont  Bredin 

$480  million 

Inheritance.  Greenville,  Del.  83 
Married,  6  children 

Brother  and  sisters.  Children  of  Irenee 
du  Pont  Sr.  (d.  1963),  who  was  presi- 


How  you  begin  ultimately  determines  what  y 


dent  of  Du  Pont  Co.  1919-26  (see  du 
Pont  family).  Irenee  Jr.  retired  as 
senior  VP  1978  after  32  years  with  Du 
Pont,  continued  to  serve  as  director 
until  1990;  on  Wilmington  Trust 
board  until  1992.  Oversaw  merger 
(1977)  of  Du  Pont  with  family  hold- 
ing company  (Christiana  Securities), 
ending  family's  173 -year  reign  of 
company.  With  the  family  of  the  late 
Lucille  du  Pont  Flint,  these  4  siblings 
and  families  share  fortune  estimated  at 
$2.4  billion,  much  in  trusts. 


Patrizio  Vinciarelli 

$475  million 

Vicor  Corp.  Boston.  49 

Divorced 

University  of  Rome,  Ph.D.  physics 
1970.  Taught  physics  at  Princeton 
University.  Left  Princeton,  founded 
Vicor  Corp.,  maker  of  power  supplies 
for  electronic  equipment,  1981. 
Inspired  by  incident  in  1970s:  His 
stereo  system's  power  component 
blew  up  in  smoke:  vowed  to  make 
better  gear.  Borrowed  $500,000  from 
friends,  family.  No  business  experi- 
ence: "I  just  knew  that  I  could  do 


this.  I  may  have  been  naive,  but  I 
wasn't  scared."  Went  public  1990. 
Expanded  to  Germany,  Taiwan.  Loves 
classical  music;  listens  to  Mozart  at 
work.  Also  likes  to  cook;  best  dish: 
Roman  artichokes.  President/chair- 
man  since  1981.  Member  since  1995. 


Norman  Hascoe  and  family 

$475  million 

Semiconductor  materials,  investments 
Greenwich,  Conn.  67. 
Married,  3  children 

Engineering  degree.  Started  on  own 
1957  with  $8,000.  Accumulated 
over  100  patents  advanced  semicon- 
ductor materials.  Sold  part  of  busi- 
ness 1969,  later  bought  back.  Sold 
large  portion  1983,  got  cash,  1,345 
million  AlliedSignal  shares;  total 
over  $100  million.  Separately,  sold 
other  assets,  also  stock,  after  rise. 
Portfolio  now  managed  by  sons 
Lloyd,  Andrew;  some  in  hedge 
funds,  but  mostly  liquid.  Lloyd  han- 
dles securities.  "We  are  completely 
diversified."  Andrew  handles  real 
estate,  buying  shopping  centers. 
Member  since  1993. 


Robert  Davidson 

$475  million 
(see  page  284) 

Janice  G.  Davidson 

$475  million 
(see  page  284) 


William  Russell  Kelly 

$475  million 

Kelly  Services.  Fort  Lauderdale.  90 
Married,  1  son 

Born  Vancouver  Island,  B.C.,  family 
had  castle  in  France  until  father  lost  oil 
millions.  Died  1928,  left  7  children,  no 
estate.  Russell:  left  U.  of  Pittsburgh  to 
support  siblings.  Stint  as  car  salesman; 
WWII  Army  civilian  headquarters  audi- 
tor. Started  Russell  Kelly  Office  Service 
with  $10,000  savings  1946;  among 
pioneers  of  modern  temp  help  industry. 
IPO  1962.  Then  153  offices,  today 
nearly  1,400  globally.  Acquired  Top 
Interim,  Luxembourg-based  temp  help 
company  in  financial  services,  launched 
Kelly  Scientific  Resources  for  scientific 
professionals  1996.  Son  Terence  E. 
Adderley,  president,  CEO.  Russell 
remains  chair.  Member  since  1985. 


ome 


In  the  beginning,  we  selected  the  best  independent  agents,  low-risk 
markets,  and  a  conservative  yet  aggressive  plan  for  growth.  From 
those  initial  choices,  we've  carved  an  impressive  history.  Increased 
dividends  for  35  consecutive  years.  A  total  return  oj  174% 
compared  to  the  S&P  500s  115%  {'91-95  with  dividends 
reinvested}*  And  an  A++  rating  by  A.M.  Best  for  our  property 
casualty  insurance  operations.  Today,  when  you  look  at 
Cincinnati  Financial  Corporation,  you'll  see  a  company  that 
has  appreciated  in  value.  Look  deeper  and  you'll  recognize  the 
principles  behind  that  success  ingrained  throughout.  For  a  CFC 
jact  sheet,  call  i-soo-95 5-CINF  (2463,1. 


Cincinnati    Financial  Corporation 

Making  our  strength  your  future 


CINCINNATI 

INSURANCE  COMPANIES 


•Source  BLOOMBERG  Financial  Markets 


Mossimo  Giannulli 

$490  million 

Clothing.  Los  Angeles.  32 
Divorced.  1  child 

Son  of  Los  Angeles  landscape  architect;  Generation  X  fashion  aesthetic  flour- 
ished w  hile  riding  funky  old-model  bicycles,  skateboards.  USC  dropout  1987. 
Borrowed  $i  00,000  from  dad;  made  T  shirts,  neon  volleyball  shorts.  Mar- 
keted to  surf  shops;  grossed  $1  million  first  year.  Hired  designer  1991,  broad- 
ened line:  woven  -w  earers,  knit  shirts,  fleece  sweatshirts.  Now  upscale  casual 
clothing  line.  Mossimo  Inc.  went  public  in  February  at  $18,  climbed  to  $36. 
Now  launching  line  of  women's  apparel  and  men's  tailored  suits.  "Clothing 
is  pretty  basic.  A Ve      riol  talking  rocket  science  here." 


Anne  Windfohr  Marion 

$475  million 

Inheritance.  Fort  Worth.  57 
Thrice  divorced,  remarried;  1  daughter 
Arts  patron:  financed  Santa  Fe 
museum  dedicated  to  works  of  Geor- 
gia O'Keeffe  last  year.  Her  cattle 
ranching  great-grandfather  Burk  Bur- 
nett amassed  448,000  West  Texas 
acres:  valuable  oil  underneath.  Her 
mother,  "Big  Anne,"  controlled  until 
death;  player  in  oil,  weddings;  married 
4  times,  lastly  to  Charles  Tandy, 
founder  Tandy  Corp.  Oil,  land  to 
"Little  Anne."  Daughter  keeps  up 
traditions:  collects  oil  royalties,  art, 
husbands.  Married  to  former  Sothe- 
by's chairman  John  Marion.  "Under- 
estimated as  a  businesswoman."  Fear- 
less horsewoman,  good  shot.  Member 
since  1988. 

Jack  Nash 

$475  million 
(see  page  282) 

Jesse  Mack  Robinson  and  family 

$475  million 

Banking,  insurance.  Atlanta.  73 
Married,  2  daughters 

College  dropout,  used-car  salesman; 
built  chain  of  auto  loan  companies. 
Mack  financed  Yves  St.  Laurent 
1960;  sold  80%  in  1966  for  $1  mil- 
lion. "One  doesn't  always  keep  the 
right  things."  Bought,  opened  22 
banks,  branches  in  72  towns.  Led 
merger  of  First  National  Bank  of 
Atlanta  with  Wachovia  Bank  (N.C.) 
1985;  retains  sizable  Wachovia  stake. 
Also  lumber  mills,  insurance,  etc. 
Heart  attack  1986  spurred  slow  sale 
of  businesses,  but  acquired  others, 
e.g.,  retailer  Leath  Furniture;  expand- 
ing Midwest,  Florida.  Avid  golfer, 
breeds  racehorses.  Wants  daughters, 
sons-in-law  to  succeed  him.  Member 
since  1986. 

Joyce  Raley  Teel 

$475  million 

Supermarkets,  drugstores. 
West  Sacramento.  65 
Married,  5  children 

Father,  Tom,  Safeway  store  manager, 
opened  first  Raley's  grocery  store, 
Placerville,  Calif.  1935.  Tried  combi- 
nation drug  and  grocery  "superstore" 
1958.  Introduced  precut,  prepack- 
aged meat.  Joyce  worked  at  Raley's  as 
teenager;  Sacramento  City  College 
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New  study  shows  vitamin  E 
helps  seniors  live  longer 

A  new  study  conducted  by  the  National  Institute  on  Aging  concluded  that 
when  people  age  67-105  took  vitamin  E  supplements,  their  risk  of  death 
from  all  causes  was  reduced  by  27%.  The  study,  published  in 

The  American  Journal  of  Clinical  Nutrition,  also  stated  that 
vitamin  E  supplements  reduced  the  risk  of  death  from 
coronary  heart  disease  by  41%  and  from  cancer  by  22%. 


By  1997,  ADM  will  supply  300  million  people  with  the 
current  recommended  daily  allowance  of  vitamin  E. 


•  DEATH  FROM  ALL  CAUSES  WAS  REDUCED  BY  27% 

•  DEATH  FROM  CORONARY  HEART  DISEASE  WAS  REDUCED  BY  41% 

•  DEATH  FROM  CANCER  WAS  REDUCED  BY  22% 


ADM 


Supermarket  to  the  world 


http://www.admworld.com 


L951 .  Married  Jim  Teel  also  from 
;  raised  five  children.  Talked 
Dad  into  letting  her  return  1986; 
cochairman  (with  husband)  after 
father  died  1991.  Company  expand- 
ed dramatically  under  Joyce,  yet 
recently  growing  slower.  1995  rev- 
enues: near  $1.9  billion.  Member 
since  1994. 

Steven  Paul  Jobs 

$470  million 

Software,  computers.  Palo  Alto,  Calif.  41 
Married,  3  children 

Ever  the  showman,  linked  Silicon 
Valley  with  Hollywood:  bought 
movie  animation  software  maker 
Pixar  from  George  Lucas  (see)  for 
$10  million  1986,  took  public  last 
year  after  huge  box-office  debut  of 
Toy  Story,  Pixar- animated  Disney  flick. 
Stake  soared  over  $1  billion  before 
investors  cooled;  great  technology, 
but  Disney  gets  lion's  share  of  profits 
until  at  least  1999.  College  dropout, 
started  Apple  Computer  1976  in 
garage  with  pal  Steve  Wozniak.  Suc- 
cess of  consumer-oriented  Apple  II 
followed  by  hit  Macintosh.  Brought 
in  PepsiCo's  John  Sculley  as  CEO; 
Sculley  ousted  Jobs.  Started  Next 
Software,  to  make  high -end  PCs,  got 
financing  from  Ross  Perot.  Next's 
computers  bombed;  hoping  for 
better  results  with  Internet  software. 
First  appeared  on  list  1982. 

Max  Martin  Fisher 

$470  million 
Oil.  Franklin,  Mich.  88 
Widowed,  remarried;  5  children 
Grew  up  middle  class  in  Ohio,  son  of 
Russian  immigrant  peddler  who  built 
small  oil  reclamation  plant.  Graduat- 
ed Ohio  State  1930,  joined  father's 
business;  plant  burned  down  2  years 
later.  Gas  brokers  agreed  to  finance 
refinery:  "I  guess  I  must  have  hood- 
winked them."  Rebuilt  business 
barrel  by  barrel,  offered  top  price  for 
oil  during  1930s  to  lock  in  suppliers. 
Made  killing  World  War  II.  Sold  for 
Marathon  Oil  stock  1959;  shares 
sold  to  U.S.  Steel  for  more  than 
$150  million  1982.  Reinvested  in 
real  estate,  Sotheby's.  Big  supporter 
Israel:  after  Six  Day  War  1967  raised 
over  $100  million  in  a  month.  Also 
supports  Detroit  Renaissance, 
Republican  Party,  Dole  campaign. 
Member  since  1982. 


Abraham  Gosman 

$480  million 

Health  care.  Palm  Beach.  67.  Married,  2  sons 

Son  of  Russian  immigrants,  propelled  to  riches  by  accident.  Rejected  by 
Harvard.  After  University  of  New  Hampshire  (economics),  borrowed 
$800  from  mother  to  start  first  business:  selling  fake  alligator  skin  to  shoe- 
makers. College  roommate  invested  in  nursing  home.  Abe  joined  1957 
with  $10,000.  Home  run.  Medicare  began  coverage.  By  1968  partners  had 
1,172  beds.  In  late  1970s,  government  declared  alcoholism  disease. 
Rushed  to  build  alcohol  treatment  and  drug  rehabilitation  centers,  became 
Mediplex.  Started  Meditrust  REIT  with  Mediplex  properties  1985.  Assets 
today:  $2  billion.  Sold  Mediplex,  operator  of  rehab  centers,  to  Avon 
Products  for  $245  million  1986,  bought  back  for  $48  million  1989,  sold 
again  1994  for  $315  million  to  Sun  Healthcare.  Also  physician  practice 
management  company  PhyMatrix.  "Abe  sees  markets  in  the  health  care 
arena  before  anyone  else."  Two  sons  run  health  care  real  estate  company 
CareMatrix.  Yacht:  Octopussy.  Favorite  companion:  his  spaniel,  Chancellor 
(Chancy). 
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Our  Business  Is  Helping  ¥)urs 
See  More  Clearly 
Than  The  Competition. 


CAN  HELP  *2 

U  IMPROVE- 

YOUR    VISION  - 

AND  YOUR-fi 
COMPETITIVE     EDGE.  -SS 


Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
who  gets  there  first  will  depend 
on  who  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  value -giving  you  the 
competitive  edge.  Like  helping  a 
major  auto  company  develop  a 
nationwide  leasing  program 
ithin  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  membership  warehouse 
b  achieve  growth  through  sales  while  allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 
AtGE  Capital  Services,  were  26  diversified  businesses.  Each  one  is  dedicated  to  developing  and  delivering 
oducts  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
nd  see  what  the  competition  cant. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours" 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Q«fUU,UUU,UUU 


Gwyrge  Joseph 
$460  million , 

Mercury  General  Corp.  Los  Angeles.  75 
Married,  5  children 

Born  W.  Va.  Army  Air  Force  WWII. 
Numbers  nut:  completed  mathe- 
matics and  physics  degrees  in  2 
years,  9  months;  Harvard  1949. 
Started  as  an  acturial  trainee  at 
Occidental  Life  making  $225  a 
month.  Saw  sales  guys  make  more. 
Started  property  and  casualty 
agency.  In  1962  founded  Mercury 
General  Corp.  for  area  other  LA 
insurers  shied  away  from:  auto. 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


Jack  Nash 

$475  million 

Money  manager.  New  York  City.  66 
Married,  2  children 

Cofounder,  with  Leon  Levy  (see), 
of  Odyssey  Partners.  Keeps  low 
profile.  Partner  Levy:  "He's  so  reli- 
able, he's  not  colorful."  Fled  Berlin 
with  family  1941;  City  College  of 
N.Y.  Trainee  at  Oppenheimer  & 
Co.  1951,  where  met  Levy.  Mete- 
oric rise:  within  3  years  managing 
partner.  Formed  Odyssey  Partners 
with  Levy  through  proceeds  of 
Oppenheimer  sale  1982:  $40  mil- 
lion of  their  own  money  plus  $75 
million  from  investors.  Credited 
with  ability  to  tell  good  deals  from 
dogs.  Says  one  Odyssey  insider: 
"This  firm  has  stayed  out  of  trouble 
remarkably  well  in  large  measure 
due  to  lack's  instincts."  But  not 
infallible:  while  at  Oppenheimer, 
financed  John  DeLorean's  car  com- 
pany. Son  Joshua  now  an  Odyssey 
managing  partner. 


Focused  on  personal,  not  commer- 
cial, vehicles;  aggressively  investi- 
gated suspicious  claims.  Grew;  took 
public  second  time  1985;  now  Cal- 
ifornia's seventh-largest  auto  insur- 
er. Expanded  Atlanta  and  Illinois. 
Goal  by  May  1997:  $80  million 
monthly  run  rate.  Active  in  industry. 
What  drives  him:  "A  desire  to  see 
my  ideas  put  into  effect."  First 
appeared  on  list  1993. 

Lewis  Robert  Wasserman 

$460  million 

MCA.  Beverly  Hills.  83 

Married,  1  daughter 

Hollywood's  eminence  grise.  Born 
Cleveland;  to  Chicago  1936  to  join 
Music  Corp.  of  America.  President 
1946  at  33;  hobnobbed  with  Alfred 
Hitchcock,  Ronald  Reagan,  Jimmy 
Stewart.  Brought  dark  business 
suits,  ties  to  Tinseltown.  Acquired 
Universal  Studios  for  television  pro- 
duction 1962;  turned  down  Secre- 
tary of  Commerce  offer  from  LBJ 
1965.  Distributed  Spielberg  (see) 
hits  Jaws,  E.T.,  Jurassic  Park. 
Bought  Geffen  Records  for  $545 
million  1990;  sold  MCA  months 
later  to  Matsushita  for  $6.1  billion. 
Lew  took  high-yielding  preferred 
stock,  retained  much  control, 
reportedly  bickered  with  new 
owners.  Seagram  (see  Bronfman) 
bought  80%  of  MCA  1995;  Lew 
still  honorary  chairman.  First 
appeared  on  list  1982. 

Viola  Sommer 

$460  million 

Inheritance.  New  York  City.  75 
Widowed,  3  children 

Sommer  Trust  bought  Las  Vegas' 
Aladdin  Hotel  December  1994.  In 
1940s  and  1950s  husband  Sigmund 
Sommer  built  small  apartment 
buildings  Brooklyn,  single-family 
homes  N.J.  By  the  mid-1970s 
building  shopping  malls,  huge 
luxury  apartment  buildings. 
Branched  into  racehorses,  owned 
top  Thoroughbred  moneywinner 
1971-72.  Sigmund  died  of  heart 
attack  at  the  racetrack  in  1979. 
Lawsuits  over  estate  begun  in  1987, 
heirs  claimed  breaches  of  fiduciary 
duty  by  coexecutor  and  his  law 
firm.  Settled  1994;  defendants  paid 
Sommer  estate  $3.5  million;  the 
estate  paid  $1.25  million  fees  to 


Elaine  Johnson  Wold 

$490  million 

Inheritance.  Boca  Raton,  Fla.  68 
Married,  2  children 

Daughter  of  John  Seward  Johnson 
(d.  1983);  with  siblings  (see  Duke, 
Johnson)  she  is  heir  to  Johnson  & 
Johnson  fortune.  Most  of  estate 
went  to  John  Seward's  third  wife 
and  former  chambermaid,  Barbara 
Piasecka  Johnson  (see).  Her  bitter 
court  battle  with  6  grown  children, 
who  had  own  trusts,  settled  1986. 
Very  low  profile;  Elaine  married  to 
retired  physician. 


court-appointed  guardian  for  the 
grandchildren.  Lawyer  recalls, 
"She's  a  fun  lady  to  litigate  with." 
Viola  in  Racing  Hall  of  Fame. 
Member  since  1990. 


At  least  21  members 
of  The  Forbes  Four 
Hundred  have  stakes 
in  professional 
sports  teams. 
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WE'RE  IN  ALL  OF  THE  ABOVE. 


The  products  made  by  Tyco 
International  are  often,  quite 
literally,  out  of  sight.  But  our 
$5  billion  in  annual  sales,  21% 
compounded  income  growth 
rate  and  long-term  record  of 
enhancing  shareholder  value 
stand  out  rather  nicely.  For 


return  on  investment  over  the 
past  ten  years,  Tyco  ranks  in 
the  top  10%  of  the  Fortune  500. 
That's  a  better  record  than 
seven  of  Fortune's  ten  most 
admired  companies  of  1996.  Of 
course,  past  performance  does 
not  guarantee  future  earnings. 


But  at  Tyco,  earnings,  growth 
and  performance  are  what 
we're  all  about.  To  find  out 
more,  please  write  PO  Box  497, 
Dept.  F,  Exeter,  IMH  03833. 

tuca 

mm  international  ltd. 


Unleashing  The  Power  Within 
http://www.tycoint.com 

Disposable  and  Specialty  Products  Kendall •Armirr Ludlow  Flow  Control  Anvil/Canvil'WinnValves'Hindle  Valves' Neotecha' J. B.  Smith  *|*YC 
Fire  and  Safety  Services  Grinnell'Ansul' Mather  &  Piatt •  Mueller 'O'Donnell  Griffin •Tota/  Walther'Wormald  'Thorn  Set  urity'Earth  Tech  fSEUHf 
Electrical  and  Electronic  Components  Allied  Tube  &.  Conduit' Simplex  Technologies'Tyco  Printed  Circuit  Group  i*J  ihc 


Thomas  H,  Lee 

$450  million 

L80s.  Boston.  52 

Divorced,  remarried;  2  children 

The  Snapplc  King  last  year  finalized 

divorce,  paid  Barbara  Lee  estimated 

$200  million,  though  confidentiality 

clause  prevents  confirmation.  Lee: 

"Maybe  I'm  coming  off  [The  Forbes 


Four  Hundred]."  Maybe  not.  Deals 
humming,  4  investment  funds  way 
up.  Harvard  B.A.  1965.  Securities 
analyst  for  L.F.  Rothschild;  later 
headed  high-tech  lending  at  Bank  of 
Boston.  Started  buyout  firm  Thomas 
H.  Lee  Co.  with  $100,000  savings 
and  inheritance  1974:  "I  knew  I 
wanted  to  own  companies,  but  I 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


Robert  Davidson 

$475  million 

Educational  software.  Torrance,  Calif.  52.  Married,  3  children 


Janice  G.  Davidson 

$475  million 

Educational  software.  Torrance,  Calif.  52.  Married,  3  children 

This  wife-and-husband  team  sold  their  14-year-old  educational  software 
company  Davidson  &  Associates  to  CUC  International  in  July  for  $1  bil- 
lion. "We  worried  about  wiping  out  the  kids'  savings.  Now  we've  made 
them  rich.  I  don't  know  which  is  worse."  As  a  neophyte  programmer,  Janice 
was  stood  up  by  software  publisher  at  lunch  in  1982.  Her  husband,  Robert, 
a  construction  executive,  persuaded  her  to  publish  herself.  The  pair  raided 
$6,000  from  their  3  kids'  college  fund  to  get  going.  Jan's  program  Speed 
Reader  was  a  quick  hit:  5,400  copies  first  year,  netted  $270,000.  More  pro- 
grams; by  1986  sales  were  $4  million.  Built  distribution,  bought  competi- 
tors. "We  wanted  to  avoid  being  the  consolidatee."  But  CUC's  offer  was 
too  good  to  pass  up. 


Malcolm  G.  (Kim)  Chace  III 

$440  million 

Berkshire  Hathaway.  Providence,  R.I.  61 
Married,  3  children. 

Longtime  minority  owner  in 
Warren  Buffett's  (see)  famed  invest- 
ment vehicle.  Ancestor  Oliver 
Chace  founded  textile  mill  Berk- 
shire in  1806  in  Providence,  R.I. 
Father  Malcolm  Chace,  Berkshire 
president,  oversaw  merger  with 
Hathaway  1955.  Had  14  plants  and 
$112  million  sales.  Malcolm  III 
spent  "absolutely  terrible"  summer 
working  in  dye  mill  as  teenager.  "I 
think  they  call  it  'character  build- 
ing.'" Failed  to  move  south;  mills 
were  losing  money.  In  1962  young 
Buffett  started  buying  shares. 
Family  ambivalent  but  takeover 
completed  1965.  Chaces  kept  most 
of  their  stock,  later  reconciled  to 
change:  "We  sort  of  sat  there  and 
smiled  and  watched  him  [Buffett] 
do  his  thing."  Father  stayed  on  as 
chairman,  son  inherited  seat.  Last 
mill  closed  in  the  mid-1970s. 
Chace  currendy  owns  13,435  Berk- 
shire Hathaway  shares  recently 
worth  $32,000  each.  Also  chair- 
man of  newly  formed  Bank  of 
Rhode  Island.  "I  do  consider 
myself  lucky." 


didn't  quite  know  how  to  do  it." 
Found  out:  by  1980  controlled  12; 
invested  own  money  alongside  funds. 
Specialty:  small-growth  companies. 
Some  flops,  more  home  runs:  Snap- 
pie,  $900  million  profit  in  sale  to 
Quaker.  Sold  big  General  Nutrition 
stake  this  year,  also  Ghirardelli  Choc- 
olate. Still  flush  post  divorce:  gave 
$22  million  to  Harvard  in  September. 
Unassuming:  "Excuse  me  while  I  eat 
a  jelly  bean."  Member  since  1993. 
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Global  Private  Banking 


T 


RULY  EXCEPTIONAL  SERVICE 


STARTS  WITH  CAREFUL  LISTENING 


Headquarters  of  Republic 
National  Hank  of  New  York 
(Suisse)  S.A.  m  Geneva. 


In  private  banking,  as  in  every  business, 
tkere  are  short  cuts. 

For  example,  it  may  make  sense  to  some 
banks  to  offer  "standardized"  service  that 
meets  the  needs  of  one  and  all.  More  or  less. 

At  Republic  we  prefer  to  custom-tailor  our 
services.  We  assume  that  no  two  clients  are 
exactly  alike  -  and  careful  listening 
invariably  proves  us  right. 
It  is  why  your  Republic  Account  Officer 
makes  sure  to  obtain  a  precise  picture  of  your 
financial  goals,  time  frame,  risk  acceptance  and 
other  key  factors.  He  keeps  these  constantly  in 
mind  as  he  looks  after  your  interests. 

So  year  after  year,  yovi  can  count  on  us 
for  the  exceptionally  complete,  timely  and 
personalized  service  that  makes  Republic  truly 
unique. 


WorU  He 
Repute  N, 

Nete  YnrL 


^uariors  of 
ithnal  /}«„/.■  of 
in  New  )'i>rb 


Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 


New  York  •  Geneva  ■  London  •  Beijing  ■  Beirut  ■  Beverly  Hills  •  Buenos  Aires  •  Cayman  Islands  ■  Copenhagen  •  Gibraltei 
Guernsey  •  Hon4  Kong  •  Jakarta  •  Los  Angeles  •  Lugano  •  Luxembourg  ■  Manila  *  Mexico  City  •  Miami  •  Milan  ■  Monte  C  arlo  ■  Montevideo 
Montreal  •  Moscow  •  Nassau  •  Paris  •  Perth  •  Punta  del  l  .ste  *  I\io  tie  Janeiro  •  Santiago  •  Singapore  •  Sydney  •  Taipei  •  Iokyo  •  Toronto  •  Zurich 

©  Reputlu-  National  Bank  of  New  York,  1  996 


David  G.  Price 

$430  million 

Real  estate.  Santa  Monica,  Calif.  64.  Married,  5  children 

Immigrant  Welsh  father;  raised  LA.  UCLA  law  school.  Through  sister,  met 
LA  real  estate  mogul  Joseph  Drown,  became  personal  attorney.  Bought  2 
golf  courses,  country  club  1969;  5  years  before  his  American  Golf  turned 
profit.  Now  manages  240  properties.  Prefers  privacy — "If  it's  a  public  com- 
pany, you  have  to  answer  to  too  many  people" — but  took  National  Golf 
Properties  public  anyway  1993.  American  Golf  still  private.  Critics  cite  AG- 
NGP  cozy  relationship;  speculation  that  Price  props  up  NGP's  earnings 
through  AG's  cash  flow.  Born-again  Christian  but  likes  B-52s,  potent  rum 
drink  introduced  to  him  by  friend  Bill  Gates  (see).  Also  enjoys  airplane 
racing,  basketball.  Ambivalent  about  Forbes  Four  Hundred:  "I  don't  know 
whether  to  celebrate  or  commiserate." 


Clayton  Lee  Mathile 

$450  million 

Pet  food.  Dayton,  Ohio.  55 
Married,  5  children 

Former  Campbell  Soup  buyer  hired 
1970  by  Paul  lams,  animal-nutrition- 
ist-turned-pet-food-maker. Mathile 
succeeded  lams  1975;  bought  him 
out  1982.  Brought  in  upgraded  man- 
agement, board.  Increased  sales  from 
$16  million  to  over  $400  million 
1994.  Convinced  breeders  that  his 
premium  product  would  produce 
healthier  animals.  Pioneered  fast- 
growing  yuppie  puppy  food  market 
pitching  ultra-premium  product  the 
"pros"  use;  got  premium  prices,  mar- 
gins. Expanding  internationally,  and 
just  introduced  a  premium  cat  food. 
Member  since  1991. 

Robert  Einar  Petersen 

$450  million 

Publishing.  Beverly  Hills.  70 
Married 

Sold  32-title  Petersen  Publishing  to 
group  headed  by  Claeys  Bahrenburg, 
ex-head  at  Hearst  magazines,  for 
around  $450  million  in  August.  Auto 
mechanic's  son;  short-order  cook,  gas 
pumper,  car  fancier.  Started  Hot  Rod 
magazine  1948  with  partner,  $400; 
hawked  for  25  cents  a  copy  at  races. 
Bought  out  partner  in  1950.  Familiar 
titles:  Guns  &  Ammo,  Motor  Trend, 
Skin  Diver.  Biggest  circulation:  Teen, 
"for  nice,  clean-cut  girls."  Bagged 
polar  bear  with  revolver  in  1965.  Also 
has  Petersen  Automobile  Museum, 
air  chartering  business,  real  estate. 
This  may  be  his  last  year  on  The 
Forbes  Four  Hundred,  at  least  for  a 
while — the  taxman  cometh.  Member 
since  1982. 

Thomas  John  Flatley 

$450  million 

Real  estate.  Milton,  Mass.  64 
Married,  5  children 

Massive  Boston-area  holdings  said  to 
be  "sizzling":  hotel  values  up  15%  or 
more  in  last  year.  Also  up:  Flatley's 
5,000-plus  apartments,  over  6.5  mil- 
lion sq.  ft.  office,  retail,  industrial 
space.  Born  Ireland,  came  to  America 
1950,  age  18,  with  $32  in  pocket. 
Night  school;  started  electrical  instal- 
lation company,  then  discovered  real 
estate.  Started  with  apartments, 
expanded  into  wide  variety  of  proper- 
ties. Retained  frugality,  Irish  accent. 
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The  anti-Trump:  hates  the  spotlight, 
keeps  debt  low.  Saw  net  worth  drop 
in  real  estate  bust,  but  rode  out  storm 
with  no  new  debt,  holdings  intact. 
First  appeared  on  list  1988. 

John  D.  Hollings worth 

$450  million 

Textile  machinery,  real  estate. 
Greenville,  S.C.  78. 
Divorced,  1  daughter 

Still  said  to  be  running  company 
from  the  same  trailer  on  factory 
grounds  he's  lived  in  since  1964. 
Overseas  operations  troubled  as 
shakeout  consolidates  textile  machin- 
ery industry:  one  of  the  few  big  play- 
ers left  in  yarnmaking  machinery 
game.  Father  serviced  cotton  mill  and 
yarnmaking  machines  during  Depres- 


NEW  TO  THE  FORBES  FOUR  HUNDRED 

Robert  J.  Fisher 

$435  million 

The  Gap,  Inc.  San  Francisco.  4 
Married,  3  children 

2 

William  S.  Fisher 

$435  million 

The  Gap,  Inc.  San  Francisco.  3' 
Married,  3  children 

3 

John  J.  Fisher 

$435  million 

The  Gap,  Inc.  San  Francisco.  35 
Married,  4  children 


Sons  of  Gap,  Inc.  founders  Donald 
and  Doris  Fisher  (see).  Robert  began 
his  career  in  Bloomingdale's  mer- 
chandising training  program.  Start- 
ed at  The  Gap  as  store  manager 
1980;  chief  financial  officer  1991; 
chief  operating  officer  1995.  Found- 
ed Gap  Environmental  Organiza- 
tion: "We  believe  that  business  prof- 
itability and  environmental 
responsibility  are  not  mutually 
exclusive."  William  established  store 
operations  in  Canada  1989.  Now 
president,  international  division: 
heads  strategic  planning,  merchan- 
dising for  Gap  stores  in  Canada, 
United  Kingdom,  France,  Japan, 
Germany.  John  not  involved  in 
company;  part  owner  San  Francisco 
(baseball)  Giants  with  father.  All 
three  brothers  Princeton  graduates, 
Stanford  M.B.A.s. 
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WE'RE  COOKIN'IN 
THE  ROANOKE  VALLEY. 

A  symphony  and  the  arts.  Very  low  crime.  Clean 

air.  The  Appalachian  Trail  and  Blue  Ridge 

Mountains.  Life  is  sweet  in  the  Roanoke  Valley. 

Call  1  -  800  •  LOCATE 2  for  more 

information  about  this  special 

place  to  live. 

http://www.roanoke.org  E-mail:  rvedp@roanoke.org 


Roanoke  valley 

OF  VIRGINIA 

ECONOMIC 
DEVELOPMENT 
PARTNERSHIP 


Thank  You.  Gracias. 
Danke.  Merci. 


We're  privileged  to  hear  it 
in  many  languages,  but  all 
of  them  are  the  language  of 
the  heart. 


<wu,uuu,uuv 


sion.  John  took  over  1942,  age  24. 

Lvy  machinist  WWII  while  wife, 
Ella  Mae,  ran  company.  Refined  card- 
ing machines;  upped  productivity 
from  10  pounds  of  yarn  an  hour  to 
40.  Guaranteed  repair  service  within 
48  hours.  Bought  prime  Greenville 
real  estate.  Family,  tax  problems 
1960s;  bought  thousands  of  obsolete 
carding  machines,  arranged  in  neat 
rows  covering  entire  large  field. 
Member  since  1989. 

Donald  Trump 

$450  million 

Casinos,  real  estate.  New  York  City.  50 

Divorced,  remarried;  4  children 

Trump,  polite  but  unhappy,  phoning 


NEW  TO  THE  FORBES  FOUR  HUNDRED 


from  his  plane:  "You're  putting  me  on 
at  $450  million?  I've  got  that  much  in 
stock  market  assets  alone.  There's 
100%  of  Trump  Tower,  100%  of  the 
new  Nike  store — they're  paying  $10 
million  a  year  in  rent!"  Add  it  all  up, 
said  Trump,  and  his  net  worth  is  "in 
the  $2  billion  range,  probably  over  $2 
billion."  Who  knows?  Maybe  it  is.  Just 
as  financial  leverage  can  knock  for- 
tunes down  very  fast  (Trump's  esti- 
mated net  worth  fell  to  minus  $900 
million  in  1990),  so  it  can  rapidly 
restore  fortunes  when  values  rise 
again — and  New  York's  real  estate 
market  has  lately  regained  much  of  its 
old  vigor.  Ditto  Atlantic  City,  where 
Trump's  Castle,  Taj  Mahal,  other 


Harold  FitzGerald  Lenfest 

$425  million 

Cable  TV.  Huntingdon  Valley,  Pa.  66 
Married,  3  children 

Son  of  traveling  entrepreneur;  mother  died  when  he  was  13.  Raised  on 
farm  of  religious  Pennsylvania  Dutch  woman;  developed  rebellious  per- 
sonality. Columbia  law  degree;  took  post  as  in-house  counsel  to  Walter 
Annenberg  1965.  Editorial  director,  Seventeen  magazine  1970.  Bought 
two  cable  systems  from  Annenberg  for  $2.3  million  1974.  Lenfest 
Communications  struggled  early  1980s;  John  Malone  (see)  bankrolled  fur- 
ther growth.  Slowly  bought  up  small  cable  systems  in  Pennsylvania,  N.J., 
now  12th  largest  cable  operator  in  U.S.,  over  1  million  subscribers.  Also 
ns  Jaguar  dealerships,  real  estate.  Legal  troubles:  he  and  wife, 
Marguerite,  sued  in  1995  for  alleged  insider  trading  violations;  case  pend- 
r'ommunications  paid  $5  million  fine  1994  to  settle  Justice 
Deparn-ncnv^  allegations  that  it  cheated  motion  picture  industry  of  pro- 
gramming royalties.  Otherwise  low  profile:  avid  yachtsman,  flies  coach. 


properties  have  30%  of  the  gaming 
market.  So  yes,  Donald,  we  have  low- 
balled  the  current  value  of  your  hold- 
ings, but,  given  your  love  of  leverage, 
it  seems  the  smart  thing  to  do. 

Malcolm  G.  (Kim)  Chace  III 

$440  million 
(see  page  284) 

Robert  Fisher 

$435  million 
(see  page  287) 

William  Fisher 

$435  million 
(see  page  287) 

John  Fisher 

$435  million 
(see  page  287) 

Jerral  Wayne  Jones 

$435  million 

Oil  and  gas,  sports.  Dallas.  54 
Married,  3  children 

Irascible  Cowboys  owner  looking  to 
topple  NFL  licensing  dominance. 
Football  league  suing  for  $300  mil- 
lion. Jones'  countersuit:  $750  million. 
Born  LA;  to  North  Little  Rock,  Ark. 
early  1940s.  U.  of  Arkansas  football, 
M.B.A.;  joined  father's  insurance  busi- 
ness 1965.  Dad  taught  flamboyance. 
Bought,  developed  gas  properties  as 
Arkoma  with  gas  engineer  Mike 
McCoy.  Bought  undeveloped  wells 
from  Arkla  1982,  sold  back  for  big 
profits  1989.  Bought  Dallas  (football) 
Cowboys,  fired  legendary  coach  Tom 
Landry;  first  season  disastrous:  1-15. 
Turned  around;  Texas  Stadium  (Jones 
owns  lease)  revenues  by  far  league's 
highest.  Says  making  money  is  "like 
trying  to  quench  a  thirst ...  I've  never 
gone  to  sleep  yet  without  wanting 
something  more  to  drink."  Paid  $105 
million  in  players'  bonuses;  $13  mil- 
lion to  Deion  Sanders  alone.  Member 
since  1994. 

David  G.  Price 

$430  million 
(see  page  286) 

Jane  B.  Engelhard 

$430  million 

Inheritance.  Far  Hills,  N.J.  78 

Twice  widowed,  5  daughters 

Father  was  Brazilian  diplomat.  Family 

fled  war-ravaged  Europe  for  Buenos 
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WHAT  COMPANY  WOULD  GO  WITH 
AN  INTERNET  SERVICE  THAT  DIDN'T 
OPERATE  ITS  OWN  PRIVATE  NETWORK 
OR  TAKE  FULL  RESPONSIBILITY 
FOR  ITS  CONNECTIONS? 


One  that  dcem't  know  LS.  from  B.S. 

PSINet 


Pamela  M.  Lopker 

$425  million 

Software.  Carpinteria,  Calif.  42.  Married,  2  children 

Richest  self-made  woman  on  The  Forbes  Four  Hundred.  Graduated  U.C. 
Santa  Barbara,  1977.  Started  QAD  in  1979,  wrote  program  that  kept  track 
of  shoemakers'  sales  orders;  later  expanded  program  to  take  care  of  account- 
ing and  inventory.  Moved  from  cobblers  into  factories,  upgraded  software 
to  handle  materials  planning,  forecasting,  cash  management  for  Philips  Elec- 
tronics, Unilever,  Ford.  Bought  partners  out  1981.  Private  QAD  now 
replacing  old-fashioned,  monolithic  applications  with  "object-oriented  pro- 
gramming"— independent,  interchangeable  modules  of  programming  that 
can  be  assembled  to  create  complex,  flexible  programs.  Gearing  up  to  be 
compatible  with  Microsoft's  NT  4.0  operating  system.  QAD  known  for 
nontechie  approach:  learn  customer's  industry  inside  and  out,  so  "we  look 
like  we  come  from  that  industry." 


Aires  with  "nothing  but  our  pass- 
ports and  our  personal  belongings." 
Second  husband,  "Platinum  King" 
Charles  Engelhard  Jr.  (d.  1971), 
inherited  small  Engelfurd  Minerals  & 


Chemicals,  built  what  is  now  Engel- 
hard Corp.;  prototype  for  James 
Bond  character  Goldfinger.  Globe- 
hopped  with  Jane  in  private  airplane: 
left  $300  million  estate.  Jane  retired 


socialite.  Collects  rare  books,  docu- 
ments; e.g.,  original  proclamation  of 
Louisiana  Purchase  signed  by  Jeffer- 
son. Fortune  "not  as  dependent  on 
Dow  Jones  as  some."  Resigned  from 
her  $80  million  foundation  1996; 
daughters  will  continue  its  operation. 
Member  since  1982. 

Virginia  McKnight  Binger 

$430  million 
3M.  Wayzata,  Minn.  80 
Married,  3  children  (1  deceased) 
Only  child  of  William  McKnight  (d. 
1978),  S.  Dakota  farm  boy  who 
climbed  from  bookkeeper  to  key  exec 
in  fledgling  sandpaper  company;  now 
industrial  giant  3M  Corp.  ($13.5  bil- 
lion sales  1995).  Virginia  honorary 
chair  $1.3  billion  McKnight  Founda- 
tion; this  year  pledged  $33.5  million 
over  next  5  years  to  Minnesota  arts 
organizations.  Started  own  founda- 
tion, VMB  fund,  for  Minn.  poor. 
Husband,  James,  former  Honeywell 
CEO,  runs  Broadway's  Jujamcyn  the- 
ater chain  (now  showing  Grease!, 
Smokey  Joe's  Cafe,  etc.).  Once  raised 
Thoroughbreds  at  top  Fla.  horse- 
breeding  farm;  won  Preakness  1980. 
Sold  major  parcel  in  1994;  still  trying 
to  sell  the  rest.  "A  result  of  our  get- 
ting out  of  the  horse  business,"  says 
James.  First  appeared  on  list  in  1982. 

Howard  Phipps  Jr. 

$430  million 

Inheritance.  Old  Westbury,  N.Y.  62 
Married,  3  children 

Anne  Phipps  Sidamon-Eristoff 

$430  million 

Inheritance.  New  York  City.  64 
Married,  3  children 

Brother  and  sister.  Grandchildren  of 
Pittsburgh  steel  magnate  Henry 
Phipps,  children  of  Howard  Phipps 
(d.  1981).  Family-founded  Bessemer 
Trust  Co.  now  more  than  $12  bil- 
lion; other  groups  (Bessemer  Securi- 
ties, Bessemer  Group)  prospering  as 
well.  Family's  share  believed  over 
$4.3  billion.  Howard  Jr.:  "not  a  lot  of 
laughs,"  lives  quiedy,  represents  sister 
on  Bessemer  Trust  board.  Anne:  mar- 
ried to  prominent  lawyer;  active  on 
boards  of  American  Museum  of  Nat- 
ural History,  Museum  of  Modern 
Art.  Phipps  family  known  for  out- 
standing racehorses.  Four  other 
family  branches  split  wealth  not  con- 
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Charitable     S  e  r  v  ices 


Benefit  now. 


Be  a  benefactor  later. 

Through  philanthropy,  you  can  express  your 
gratitude  to  those  charitable  organizations  that 
have  enriched  your  life.  And  through  the  Fidelity 
Investments  Charitable  Gift  Fund,  you  can  make 
the  most  of  your  future  gifts  to  charity  while  you 
minimize  today's  taxes. 

The  Gift  Fund  works  like  a  private  foundation  — 
without  the  added  cost  and  administrative  hassles. 
With  an  initial  contribution  of  $10,000,  you  can 
make  gifts  that  are  fully  deductible  at  fair  market 
value,  potentially  grow  them  tax  tree,  and  recom- 
mend charities  on  your  own  timetable.  With  our 
Pooled  Income  Fund  (minimum  $25,000),  you 
can  receive  lifetime  income  for  you  and  loved 
ones  with  the  unique  flexibility  to  recommend 
multiple  charities  as  future  beneficiaries. 


Charitable  Qlft  pund 


Fidelity 


Investments 


Find  out  how  the  Gift  Fund  can  work  for  you, 
your  company,  and  the  chanties  you  support. 
Please  call  1-800-682-4438  or  fax  your  inquiry  to 
617-476-7824.  It's  time. 


trolled  by  Howard,  Anne.  First 
appeared  on  list  1982. 

Robert  Freeman  Weis 

$425  million 

Weis  Markets.  Sunbury,  Pa.  77 
Married,  3  children 

Weis  Markets  in  midst  of  self-financed 
expansion  program:  9  new  super- 
stores 1995,  9  more  by  year-end. 
This  is  the  most  ambitious  expansion 
program  in  Weis  Markets'  history. 


8  members  of  the  list 
have  haca  ry  ?e3st  one 
bankruptcy. 


Father  and  uncle  opened  neighbor- 
hood grocery  store  1912.  Became 
Weis  Markets  1955.  Robert,  Yale 
grad,  cousin  Sigfried  (d.  1995) 
became  cochairmen.  Expanded  to 
151-supermarket  empire  in  6  states. 
Added  own  manufacturing;  also  con- 
struction division,  truck  fleet.  Best- 
seller: over  2,000  private-label  items: 
"We  have  people  who  understand 
what  quality  is."  Strict  cost  controls, 
no  debt;  over  $1.6  billion  in  sales 
1995.  Bought  80%  interest  in  pet 
supplier  Superpetz  1994.  Member 
since  1982. 


Fitz  Eugene  Dixon  Jr. 

$425  million 

Inheritance.  Lafayette  Hill,  Pa.  73 
Married,  1  son,  1  daughter 
Great-grandfathers  were  P.A.B. 
Widener  (streetcar  magnate,  d.  1915 
with  reported  $100  million  estate) 
and  William  Elkins  (d.  1903  leaving 
reported  $30  million  fortune).  Fitz: 
Harvard  dropout,  taught  16  years  at 
Episcopal  Academy:  "Happiest  days 
of  my  life."  Big  giver  medicine,  edu- 
cation.  Investments  mostly  blue 


chips,  bonds,  some  real  estate,  includ- 
ing Grindstone  Neck,  Me.  (resort 
where  he  was  born).  Philadelphia 
power  broker.  Owns  10%  (baseball) 
Phillies.  Grandfather  George  died  on 
Titanic;  Fitz  wears  emerald  ring  given 
to  grandmother  as  she  stepped  into 
lifeboat.  Member  since  1982. 


Timothy  E.  Gill 

$425  million 

Quark,  Inc.  Denver.  42 

Single 

Farhad  Fred  Ebrahimi 

$425  million 

Quark,  Inc.  Denver.  57 

Married,  2  children 

Gill:  "I  figured  if  I  started  my  own 
business,  I'd  be  the  last  person  fired." 
U.  of  Colorado  B.S.  in  applied  math, 
computer  science.  After  sacked  from 
company  started  by  high  school  bud- 
dies, borrowed  $2,000  from  parents, 
started  Quark,  Inc.  ("A  nice,  cool, 
scientific  word")  in  bedroom  1981. 
Met  Ebrahimi  through  mutual  attor- 
ney, brought  in  as  50%  partner  to 
handle  finances  1986  for  $100,000. 
Quark  XPress  out  1987,  quickly 
became  top  desktop  software  for  page 
layouts.  Company  reports  sales  over 
$200  million,  extremely  profitable. 
Gill  heads  design  team,  Ebrahimi 
deals  with  business  end.  Gill  lives 
with  companion  of  10  years:  "I'm  as 
married  as  a  gay  person  can  be." 
Members  since  1993. 


Ralph  L.  Engelstad 

$425  million 

Gambling.  Las  Vegas.  66 
Married,  1  daughter 

Grandson  of  potato  farmer,  grew  up 
Thief  River  Falls,  Minn.  B.S.,  U.  of 
North  Dakota  1954.  Made  money  in 
construction.  To  Las  Vegas,  built 
Imperial  Palace  1974:  nonunion 
casino.  Largest  private  casino/hotel 
on  Strip:  2,700  rooms,  no  debt.  Held 
parties  on  Hider's  birthday  in  casino 
"war  room"  1986,  1988;  fined  $1.5 
million  by  Nevada  Gaming  Commis- 
sion 1989  for  damaging  state's 
image.  Lying  low  since,  refuses  most 
interviews.  Third-largest  antique 
automobile  collection  in  U.S.:  43 
Duesenbergs,  Hitler's  parade  car, 
Father  Divine's  Throne  Car  given  to 
him  by  his  congregation.  Member 
since  1994. 
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IHow  do  you 
cut  through 
electronic  clutter? 


Isn't  it  obvious? 


Introducing  Post-it®  Software  Notes.  They  work 
inside  your  computer  just  as  simply,  and  vividly, 
as  our  original  paper  notes  work  on  the  outside. 
They  even  have  alarms  to  cut  through  clutter.  We 


understand  your  need  to  communicate 
quickly  and  easily,  at  home  or  office. 


post-It 


So(l*a,t 


That's  part  of  our  unique  corporate  spirit,  which 
lets  us  make  the  leap  fwiTi  fieed  tO. . . 

Innovation 


<M  1996 


For  a  free  30-day  sample  of  Post-it®  Software  Notes  for  Windows®  based  systems,  visit  Internet: 
http://www.mmm.com/psnotes.      "Windows"  is  a  registered  trademark  of  Microsoft  Corporation. 


Sanjiv  Sidhu 

$415  million 

Manufacturing  software.  Dallas.  39 
Married,  2  children 

Another  young  software  mogul  joining  The  Forbes  Four  Hundred,  Sidhu 
is  the  founder  and  67%  owner  of  i2  Technologies;  it  makes  software  that  fig- 
ures out  the  most  cost-effective  production  schedules  for  manufacturers, 
others.  Son  of  a  research  chemist,  he  was  born  in  Hyderabad,  India.  Grew 
up  among  other  scientists'  families;  attended  school,  college  near  home, 
then  to  Oklahoma  State  for  master's  in  chemical  engineering.  Took  job  in 
Texas  Instruments  aj  ificial  intelligence  lab,  saw  how  AI  techniques  could 
be  used  to  organize  factory  work.  Left  TI  to  start  own  company  1988,  first 
named  Intellection,  lat  i2.  Early  clients:  Caterpillar,  Black  &  Decker  and 
Timken  Steel.  Said  no  lanks  to  venture  capitalists:  "It  took  less  effort  to 
sell  S3  million  of  software  ban  to  negotiate  $3  million  in  venture  capital." 


Harold  FitzGerald  Lenfest 

|  $425  million 
|  (see  page  288) 

~z. 

Pamela  M.  Lopker 

$425  million 
(see  page  291) 

Raymond  J.  Noorda 

$425  million 

Computer  software.  Provo,  Utah.  72 
Married,  3  children 

Served  U.S.  Navy  WWII.  U.  of  Utah 
grad;  GE  computer  engineer.  Then 
chief  executive  power-supply-systems 
maker,  sold  1981.  Joined  Novell  as 
CEO  1983;  $3.8  million  revenue 
then,  $1.8  billion  1993.  Expanded 
with  joint  ventures,  acquisitions.  Two 
merger  talks  with  Bill  Gates  failed; 
subsequently  cooperated  with  gov- 
ernment antitrust  efforts  against 
Microsoft.  Ray:  "Microsoft  would 
like  to  consume  the  business;  if  they 
can't  do  that  they'll  inhume  it  or  sub- 
sume it."  Acquired  WordPerfect 
Corp.  in  $855  million  merger  1994. 
Noorda  retired  1994,  allegedly  for 
health  reasons.  Same  year  Novell 
reached  a  settlement  with  the  Justice 
Department  to  resolve  allegations  it 
overcharged  the  government  for 
equipment.  Novell  recently  unloaded 
WordPerfect  and  QuattroPro  in  sale 
to  Corel  Corp.;  took  20%  Corel 
stake,  $11  million  cash.  Noorda's 
investment  vehicle,  the  Canopy 
Group,  has  stakes  in  more  than  12 
high-tech  ventures.  Litigation  con- 
tinues: Caldera,  Inc.,  owned  mainly 
by  Noorda,  recently  filed  antitrust 
suit  against  Microsoft.  Member 
since  1992. 

Edmund  Newton  Ansin 

$420  million 

TV  stations.  Miami  Beach.  60 
Divorced,  3  children 

Son  of  Massachusetts  shoe  manufac- 
turer who  bought  Florida  property 
1940,  FCC  license  for  $3.4  million 
1962.  After  Andover,  Harvard, 
Wharton,  Edmund  took  over 
WSVN-TV  1971.  NBC  affiliate,  no 
debt;  prospered.  Dropped  by  NBC 
1987.  Big  mistake.  Revamped  as 
tabloid  news  station:  crime,  sex, 
flashy  graphics.  Soon  revenues  higher 
than  competing  NBC,  CBS  stations. 
Bought  Boston's  WHDH-TV  for 
$215  million  1993.  Son  Andrew,  32, 
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in  real  estate  division;  James,  30,  TV 
marketing,  sales.  With  TV  stations 
again  trading  at  record  multiples, 
Ed's  2  stations  worth  over  $400  mil- 
lion. First  appeared  on  list  1984. 


Stuart  Subotnick 

$420  million 

Metromedia.  New  York  City.  54 
Married,  2  children 

Right-hand  man  to  legendary  deal- 
maker  John  KJuge  (see):  "We  both 
came  from  very  modest  back- 
grounds. We  know  what  a  dollar  is 
all  about."  Subotnick  now  aiming  to 
build  a  radio  station  empire  without 
his  mentor/boss.  Grew  up  city  proj- 
ects, Bensonhurst,  N.Y.  While  work- 
ing for  IRS  1967,  answered  blind 
ad  for  tax  position  at  Metromedia. 
Urged  full  review  of  competing 
candidates:  "If  you  still  think  I'm 
the  right  person  for  the  job,  give  it 
to  me  then."  Hired,  promoted  to 
CFO  13  years  later.  Has  since  pro- 
pelled Metromedia  through  biggest 
deals.  Gets  5%  equity  in  most.  Also 
owns  horses,  real  estate.  Co-owner 
with  boss  of  NY-NJ  soccer  franchis- 


es. Sits  on  the  Thelonious  Monk 
Institute  of  Jazz  board.  Member 
since  1995. 


Ernest  Gallo 

$420  million 

Wine.  Modesto,  Calif.  87 

Widower,  2  children 

Surviving  brother  of  famous  wine- 
making  duo.  Italian  immigrant 
father  bought  230  Modesto  wine 
acres  during  Prohibition,  sold 
grapes.  Ernest  and  Julio  sweated  in 
vineyards  as  teens,  raised  younger 
brother  Joseph  Jr.  after  taskmaster 
father  killed  wife,  self  1933.  Broth- 
ers took  over  operations,  built  on 
inexpensive  wines:  Thunderbird, 
Night  Train.  Stepped  up  to  varietal 
wines  1970s,  1980s.  Also  wine  cool- 
ers. Julio  died  in  car  crash  1993. 
Ernest  still  runs  the  show,  but  being 
sued  by  Kendall-Jackson  Winery 
over  trademark  infringement;  case 
pending.  Member  since  1982. 

Sanjiv  Sidhu 

$415  million 

(see  opposite  page) 


Oprah  Gail  Winfrey 

$415  million 
Talk.  Chicago.  42 
Single 

Oprah  Winfrey  Show  in  eleventh 
straight  season  America's  number 
one  daytime  program.  Just  cut  new 
distribution  deal  with  Disney/ABC 
for  feature  films,  TV  movies.  Born 
rural  Mississippi,  moved  to  Milwau- 
kee, then  Nashville.  Miss  Black  Ten- 
nessee age  19.  Left  Tennessee  State 
U.  1973,  became  Nashville  TV 
newscaster.  News  anchor  Baltimore 
ABC  station  1976;  emotional  ad-lib 
delivery  got  her  pulled  off  air  after  9 
months;  switched  to  morning  talk 
show.  To  Chicago,  boosted  city's 
third-rated  talk  show  to  number  one 
in  Phil  Donahue's  hometown.  Tele- 
vision 1986  with  nationally  syndicat- 
ed Oprah  Winfrey  Show.  Negotiated 
best  deal  in  syndication:  believed  to 
get  over  60%  of  show's  revenues. 
Oprah  now  owns  vertically  integrat- 
ed entertainment  machine;  owns, 
produces  show  from  Chicago's  city- 
block  Harpo  studios  facility.  Member 
since  1995. 


Whether  you're  completing 
your  Bachelor's  degree  or  ready 
for  graduate  school,  you  can 
achieve  your  goal  without  ever 
leaving  your  keyboard. 

Our  easy-to-use  software 
will  transport  you  to  the 
University  of  Phoenix  Online 
campus  from  wherever  you  and 
your  computer  happen  to  be. 
Once  you  arrive,  you'll  find 
small  classes  of  accomplished 
men  and  women.  Instructors 
seasoned  by  years  of  real-world 
business  experience.  And  courses 
that  address  issues  you  face 
every  day. 

Select  from  a  distinguished 
array  of  degree  programs  in 


business,  management,  technology, 
and  information  systems -each 
designed  specifically  for  adult 
professionals. 

It's  dynamic,  interactive, 
flexible,  and  loaded  with  the 
kind  of  material  that  you  can 
put  to  use  immediately. 

There's  only  one  accredited 
university  recognized  for  its 
experience  and  excellence  in 
online  programs. 
If  you're  ready  to 
earn  your  degree, 
call  the  University 
of  Phoenix  today. 

1-800-742-4742 

www.uophx.edu  /  online 


Earn  your 
business  degree. 


Commute  to  class 
by  modem. 


Online.  The  Intelligent  Way  to  Get  to  Class. 


University  of  Phoenix  is  accredited  by  the  Commission  on  Institutions  of  Higher  Education  of  the  North  Central  Association  of  Colleges  and  Schools,  (30  North  LaSalle  Street.  #2400,  Chicago.  IL  60602-2504  (312)263-0465.) 


Great 

family  fortunes 

Some  of  the  largest  fortunes  in  America  are  so  divided  among 
heirs  or  family  members  that  no  one  individual  qualifies  for 
The  Forbes  Four  Hundred.  Many  are  echoes  from  fortunes  past. 


Alfond 

$875  million 
Dexter  Shoe.  Maine 

Harold  Alfond,  82,  son  of  shoemak- 
er; started  in  shoe  factory  at  25  cents 
per  hour.  "In  1934  we  didn't  know 
what  college  was,  we  went  to  work." 
Bought,  sold  Norrwock  Shoe  Co. 
Founded  Dexter  Shoe  1956  with 
$10,000.  Joined  1958  by  nephew 
Peter  Lunder  (now  president). 
Currently  7.5  million  pairs  shoes 
produced  annually  in  Maine,  Puerto 
Rico;  77  owned  retail  outlets.  Key  to 
success:  "Make  a  product  that's 
good  value,  good  quality,  and  you 
get  the  customers."  Customers 
include  J.C.  Penney,  Nordstrom, 
May,  etc.  Dexter  acquired  by 
Berkshire  Hathaway  1993;  atypically, 
Buffett  paid  with  BH  stock,  since 
much  appreciated.  Harold  Alfond 
also  part-owner  of  Boston  (baseball) 
Red  Sox.  Pledged  $2.5  million  in 
challenge  grants  to  University  of 
New  England  for  health  sciences 
facility  1995.  Three  sons,  all  in  the 
business. 


Andersen 

$700  million 

Windows.  Bayport,  Minn. 
"All  together,  boys."  Hans  Jacob 
Andersen's  legendary  first  words  in 
English,  became  company  motto. 
He  arrived  Portland,  Me.  1870 
from  Denmark.  Founded  Andersen 
Lumber  Co.  with  sons  1903. 
Revolutionized  window  industry 
1905  with  standardized  window 
frame  featuring  interchangeable 
parts.  Penny-pinching  Hans  signed 


company's  first  profit-sharing 
check  hours  before  death;  plan 
grew,  recently  25%  of  employees' 
salaries.  Hans'  son  Fred  came  up 
with  advertising  gem:  "Only  the 
rich  can  afford  poor  windows." 
Tough  year  in  window  industry, 
but  Andersen  still  top  player  in 
U.S.  market. 


Asplundh 

$560  million 

Tree  trimming.  Willow  Grove,  Pa. 
Many  fortunes  trace  to  tree-cutting. 
Brothers  Griffith,  Carl,  Lester  owe 
their  fortune  to  trimming  trees.  Sons 
of  Swedish  immigrant  after  college 
formed  Asplundh  Tree  Expert  1928, 
courted  electric  and  phone  compa- 
nies: growth  industries  even  during 
Depression.  Rapid  expansion.  Other 
businesses  for  utility  customers:  main- 
taining telephone  poles,  streetlights 
and  pipelines.  Founders'  sons  took 
over  1960s.  Now  nearly  20,000 
employees  in  50  states,  8  foreign 
countries;  $935  million  sales,  no 
long-term  debt.  Tough  field  training 
for  family  members:  8  years  as  trim- 
mer, foreman,  etc.  "No  one  is  above 
failure."  Third  generation  poised  to 
take  over,  benefit  from  outsourcing 
trend.  Utilities,  others  who  need  to 
deal  with  trees  increasingly  farm  out 
work.  Fortune  shared  by  132  family 
members. 


Bacardi 

$2  billion 

Liquor.  Puerto  Rico,  Miami  et  al. 

Wine    merchant    Don  Facundo 

Bacardi  (b.   1816)  immigrated  to 


Cuba  1830.  Distilled  "civilized 
rum,"  founded  Bacardi  1862,  built 
into  world's  most  popular  liquor 
brand.  Castro  stole  operations  after 
revolution,  but  family  kept  trade- 
mark. Expanded  internationally: 
Bacardi  now  two-thirds  of  world 
rum  market.  Family  credited  with 
invention  of  daiquiri.  Company 
mixed  rum  with  vermouth  1993  by 
buying  major  stake  in  Martini  & 
Rossi  for  $1.4  billion.  Profits  now 
estimated  at  $225  million. 
Integrated  corporate  structure: 
Bacardi  Corp.  of  Puerto  Rico  sells  to 
Bacardi  Corp.  of  Miami;  royalties  go 
to  Bacardi  &  Co.  Ltd.  Bahamas. 
Company  now  run  by  Don 
Facundo's  great-grandson  Manuel 
Jorge  Cutillas,  but  fortune  divided 
among  some  500  family  members, 
some  of  whom  are  squabbling. 

Bancroft 

$1  billion 

Dow  Jones  &  Co.  California  et  al. 
Heirs  of  Clarence  Barron  (d. 
1928),  Barron's  magazine.  Bought 
Wall  Street  Journal,  Dow  ticker 
from  Charles  Dow,  others  1902. 
Began  Barron's  1921  at  suggestion 
of  son-in-law  Hugh  Bancroft  (d. 
1933),  husband  of  Clarence's 
adopted  daughter  Jane.  Fortune 
split  among  their  children:  Jane 
Bancroft  Cook,  Jessie  Cox  (d. 
1982),  Hugh  Bancroft  Jr.  (d. 
1953).  Hugh's  4  children  share  his 
third:  Bettina  KJink,  LA;  Hugh, 
Newport  Beach,  Calif,  designs  and 
builds  antique  car  kits;  Chris  runs 
real    estate    company,  ice-cream 
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shops  in  Denton,  Tex.;  Kathryn 
Kavadas,  Newton,  Mass.,  active  in 
fine  arts,  philanthropy.  Jane 
Bancroft  Cook,  84,  thrice  wid- 
owed, once  divorced,  3  daughters; 
quiet  but  big  donor  education,  hos- 
pitals. "Zealous  guardian  of  the 
journalistic  independence  of  the 
Journal."  Jane  Cox  MacElree,  67, 
child  of  Jessie  Cox,  active  in 
Philadelphia  charities,  votes  8.8 
million  shares  Dow  Jones  held  in 
trust. 


Barbey 

$715  million 

Textiles,  apparel.  California  et  al. 
Heirs  of  John  Barbey,  cofounder 
Reading  Glove  &  Mitten 
Manufacturing  Co.  1899.  Bought 
out  5  partners  1911;  name  changed 
to  Schuylkill  Silk  Mills.  First  prod- 
uct: silk  gloves.  Began  selling  brand- 
name  lingerie  as  Vanity  Fair  1917. 
First  to  use  live  underwear  models. 
Son  J.E.  designed  lingerie:  "He  just 
loved  beautiful  things."  Moved 
beyond  white  and  pink:  introduced 
leopard  and  mermaid  prints.  Died 
1956;  left  stock  in  trust,  handpicked 
outside  management.  Company 
became  VF  Corp.  1970.  Other 
brands:  Lee,  Wrangler,  Jantzen. 

Belfer 

$1.2  billion 

Heirs  of  oilman  Arthur  B.  Belfer.  NYC 
Sold  original  Belco  Petroleum  1983, 
now  back  with  Belco  Oil  &  Gas, 
founded  1992,  public  in  March. 
Family's  80%  stake  adds  $550  mil- 
lion to  family  net  worth.  Arthur 
Belfer  to  U.S.  from  Poland  WWII. 
Made  sleeping  bags  for  U.S.  Army. 
1952  discovered  oil  and  gas.  Took 
Belco  Petroleum  public  1959.  Cre- 
ated large  resource  base  in  Peru,  also 
domestic  natural  gas.  After  oil  ven- 
ture in  Israel  flopped,  added  U.S. 
coal  mining  1969.  Friendly  takeover 
by  InterNorth  (now  Enron)  1983. 
Motto:  "If  the  price  is  right,  we 
sell."  Peru  operations  nationalized 
same  year;  Belco  Petroleum's  output 
chopped  in  half.  Arthur  died  1993. 
Son  Robert,  60,  Harvard  Law  grad, 
Enron  director.  Now  chairman  and 
president  Belco  Oil  &  Gas.  Brother 
Laurence,  COO.  Arthur's  heirs  also 
include  2  daughters;  9  grandchil- 
dren, 14  great-grandchildren. 


The  average  age 
of  members 
is  62.8. 

Blaustein 

$1.3  billion 
Amoco.  Baltimore 

Heirs  of  Louis  Blaustein  (1869-1937) 
Lithuanian -born  immigrant  delivered 
kerosene  door-to-door,  invented  pre- 
decessor of  RR  tank  car.  Only  son, 
Jacob  (d.  1970),  invented  metered 
gasoline  pumps,  antiknock  gas,  drive- 
in  stations.  Founded  Amoco  1910; 
merged  with  Standard  Oil  of  Indiana 
1954.  Part-time  diplomat:  convinced 
U.N.  conferees  to  accept  human 
rights  provisions  1945.  His  son  Jacob 
inherited  50%;  daughters  Fanny  Thal- 
heimer  (d.  1957),  Ruth  Rosenberg 
(d.  1992),  25%  each.  Family  still 
owns  16.6  million  Amoco  shares. 
Family's  private  American  Trading  & 
Production  Corp.  in  manufacturing 
(office  supplies,  security  systems),  real 
estate,  oil  and  gas. 

Breed 

$470  million 

Airbags.  South  Padre  Island,  Tex. 
Allen  Breed:  69,  thrice  divorced, 
remarried.  Son  of  Chicago  doctor; 
engineering  degree  Northwestern 
1959.  Became  expert  on  triggers; 
started  Florida-based  Breed  Corp. 
on  military  contracts  1961.  Applied 
trigger  technology  to  air  bags;  first 
air  bag  crash-sensor  produced  1968. 
Met  fourth  wife  and  business  part- 
ner, Johnnie  Cordell  Breed,  at 
Pritikin  Longevity  Center  after  heart 
attack  1984.  Married  1987.  Johnnie, 
52,  former  owner  of  big  travel  com- 
pany; brought  cash,  organization 
and  key  $45  million  loan  guarantee 
to  help  expand  Breed's  company. 


Boosted  by  1991  Congress  decree 
that  all  new  cars  for  sale  in  U.S.  must 
include  air  bags.  Public  1992; 
renamed  Breed  Technologies.  Now 
dominates  North  American  air  bag 
sensor  market  with  62%  market 
share,  sales  over  $400  million. 


Rrittingham 

$525  million 

Ceramic  tile.  Mexico,  Dallas. 
Brothers  Jack  and  Robert  filled 
ceramic  tile  niche  in  post-WWII 
building  boom.  Headquartered  in 
Dallas,  but  made  tiles  cheap  in 
Mexico.  Built  Dal -Tile  to  one  of 
largest  U.S.  ceramic  tilemakers.  Jack, 
a.k.a.  Juan,  commuted  Dallas- 
Mexico;  former  chairman  Robert  ran 
Dai-Tile  U.S.  Sold  1990  to  AEA 
Investors  for  $640  million.  Robert 
fined  $4  million  1993  for  dumping 
lead  sludge;  court  mandated  commu- 
nity service,  5  years'  probation.  Avid 
hunter.  Son  Bobby  in  Dallas  real 
estate,  etc.,  as  Rosebriar  Holdings 
Corp.  Sold  land  to  AMC  Theaters  for 
largest  U.S.  cinema — some  20 
screens — at  family's  Stemmons 
Crossroads  development  in  Dallas. 

Brown 

$1.3  billion 

Brown-Forman  Corp.  Louisville,  Kentucky 
Young  pharmaceuticals  salesman 
George  Garvin  Brown  created  first 
sealed  bottles  (barrels  then  custom- 
ary) for  whiskey  1870.  Started  com- 
pany with  half-brother  and  $5,000. 
Family  adapted  well  to  times. 
Prohibition:  government  license  to 
bottle  whiskey  for  medicinal  pur- 
poses. WWII:  converted  whiskey 
plant  to  manufacture  industrial 
alcohol.  Acquired  Jack  Daniel 
Distillery  1965,  makers  of  classic 
Tennessee  mash  whiskey.  Started 
wine  division  1991.  Other  brands 
include  Southern  Comfort;  Fetzer, 
Korbel,  Bolla  wines.  Also  Lenox 
china,  Dansk  tableware,  Hartmann 
luggage.  Fourth  generation  Owsley 
Brown  II  now  CEO.  Five  other 
family  members  active  in  company 
management. 

Busch 

$1.6  billion 

Anheuser-Busch.  St.  Louis. 

Bavarian     immigrant  Adolphus 

Busch  married  Lilly  Anheuser  1861; 
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The  Guardian  Life 
Insurance  Company 
of  America  offers 
today's  intelligent 
health  care  tools. 

While  everyone  talks  about  the  soaring 
costs  of  health  care,  The  Guardian  is  doing 
something  about  them.  We  are  working  hard 
to  control  these  costs  for  our  policyowners, 
by  aligning  ourselves  with  carefully  chosen 
HMO  partners  in  various  geographical 
markets.  In  the  New  York,  New  Jersey  and 
Connecticut  tri-state  area,  for  example, 
The  Guardian  has  entered  into  a  joint 
venture  with  widely-respected  Physician 
Health  Services,  Inc.  of  Trumbull,  CT.  to  form 
The  Guardian  &  PHS  Healthcare  Solutions. 
Working  with  our  HMO  partners  enables  us 
to  meet  your  need  for  affordable,  quality  care. 

In  fact,  The  Guardian  should  be  the 
centerpiece  of  your  company's  employee 
benefits  program.  We  offer  a  broad  range  of 
new  solutions  from  affordable  life  insurance 
and  disability  insurance  to  outstanding 
group  dental  insurance  supported  by  our 
proprietary  dental  PPO  with  over  19,000 
dentists  in  33  states. 

We  have  some  of  the 
sharpest  financial  managers 
in  the  business. 

Standing  behind  all  Guardian  products  is 
one  of  the  strongest  financial  companies  in 
America*  Our  136-year  record  of  performance 
is  a  standout  in  the  industry.  In  fact,  The 
Guardian  received  the  highest  ratings  from 
the  leading  independent  ratings  services.** 

Call  1-800-662-1006  now  and  learn  why 
The  Guardian  is  The  Intelligent  Choice  for 
Life  Insurance,  Group  Insurance, 
Reinsurance,  Disability  Income  Insurance, 
Equity  Products***  or  Group  Pensions. 

^  TheGuardiair 

The  Intelligent  Choice" 

Since  1860 

'Financial  information  for  The  Guardian  Life  Insurance  Company  of 
America  as  of  12/31/95:  Admitted  Assets  =  $10,961  billion;  Liabilities 
=  $9,846  billion  (includes  $7,585  billion  in  reserves);  and  Surplus  = 
$1,115  billion. 

**As  of  August  1996,  the  ratings  received  were  Moody's  Investors 
Service:  Aaa;  Standard  &  Poor's:  AAA;  Duff  &  Phelps:  AAA;  and 
A.M.  Best:  A+  +  .  These  ratings  reflect  The  Guardian  Life  Insurance 
Company  of  America's  financial  stability  and  claims-paying  ability, 
not  the  safety  or  the  performance  of  any  variable  account. 
** 'Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation",  an  indirect  wholly-owned  subsidiary  of  The  Guardian 
Life  Insurance  Company  of  America.  Member  NASD,  S1PC. 
©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York,  NY  10003 
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{  father-in-law's  brewery 
1^64.  Grandson  August  Jr.  (d. 
]989)  president  1946,  steered  com- 
pany into  modern  marketing  era 
with  inspired  brand  advertising: 
made  Budweiser  "King  of  Beers." 
Also  bought  St.  Louis  (baseball) 
Cardinals.  August  III,  59,  unseated 
father  1975  to  take  company  helm. 
Fierce  competitor:  "The  goal  is 
dominance.  I  have  to  win." 
Established  Eagle  Snacks  1979; 
since  sold  to  PepsiCo.  Increased 
domestic  beer  market  share  from 
23%  to  45%.  Expanding  interna- 
tionally; Bud  now  in  U.K.  pubs,  70 
countries.  Divesting:  sold  Cardinals 
to  loyal  fan  group;  spun  off  baking 
subsidiary  Campbell  Taggart.  Now 
back  to  brewing,  and  theme  parks. 
Fifth-generation  August  IV,  32,  VP 
brand  management. 

Campbell 

$1  billion 

Land,  investment  portfolio.  Hawaii 
Patriarch  James  Campbell  (d.  1900) 
left  Ireland  as  13-year-old  stowaway 
on  NYC-bound  ship  1839.  Kept 
going:  1850  sailed  for  Hawaii;  sur- 
vived shipwreck.  Profits  from  sugar- 
growing  business  paid  for  land  on 
Oahu,  Maui,  Hawaii;  turned  41,000 
arid  Oahu  acres  into  fertile  sugar 
plantation  by  drilling  artesian  well. 
Called  "Kimo-Ona  Milliona."  Estate 
now  72,000  acres  on  3  islands:  much 
conservation,  agro  land;  some  com- 
mercial development — 30,000  Oahu 
acres  becoming  city  of  Kapolei.  Also, 
9  million  square  feet  stateside  (shop- 
ping malls;  office,  industrial).  Kimo- 
Ona's  last  surviving  daughter  died 
1987.  Massive  historic  trust  dissolves 
2007,  proceeds  to  more  than  100 
beneficiaries. 


Carter 

$500  million 

Direct  selling.  Dallas  area. 
Sisters-in-law  Mary  Crowley  (d. 
1986),  Mary  Kay  (cosmetics)  both 
founded  direct-selling  companies. 
Crowley  started  Home  Interiors  & 
Gifts  on  savings,  $6,000  loan 
1957:  home  decorations  (gilt  wall 
sconces,  butterfly  plaques,  etc.). 
Today  over  500  products,  50,000 
"displayers"  organize  parties  to 
sell  in  homes.  Sales  by  distributors 
$850  million.  Son  Donald  Carter's 


financial  acumen  helped  build  on 
mother's  legacy.  Donald,  63,  owns 
30%  (rest  family,  key  employees 
with  23%),  also  piece  of  Dallas 
(basketball)  Mavericks.  Donald 
rejected  proposed  $1  billion  LBO 
(7.5  times  cash  flow)  1994:  "They 
don't  necessarily  think  bigger  is 
better." 


Carver 

$430  million 

Bandag,  Inc.  Muscatine,  Iowa 
Widow  and  three  children  of  Roy 
James  Carver  (d.  1981 ).  Roy  learned 
about  tire  retreading  process  at 
wine-tasting  party  in  Germany  1957. 
Acquired  rights.  Nearly  drained  fam- 
ily pump  business  to  perfect  Bandag 
method.  Built  predominant  compa- 
ny in  field.  Bandag's  retreading 
materials  franchised  to  1,300  deal- 
ers. Recently  entered  litigation  at 
threat  of  losing  26  franchises. 
Widow,  Lucille,  79,  remains  treasur- 
er. Youngest  son,  Martin,  48,  now 
president.  Oldest  son,  Roy  Jr.,  53, 
owns  original  Carver  Pump  business. 
John,  51,  raises  horses.  Family  con- 
trols 75%  Bandag  stock. 


Cayre 

$1.1  billion 

Media.  New  York  City 

Three  sons  of  Jack  Cayre,  Syrian 
immigrant  who  ran  whiskey  and  ciga- 
rette concession  on  Miami-Bahamas 
tourist  boat  1940s.  Eldest  two  sons 
came  to  New  York,  started  Caytronics 
1969  to  license  unwanted  Latin  and 
disco  music  from  major  labels.  Sold 
music  contract  to  RCA  worth  $100 
million  1979.  With  music  business 
proceeds  started  GoodTimes  Home 
Video:  distributor  of  cheap  movies, 
public  domain  cartoons.  Now  ubiqui- 
tous tides  at  Wal-Mart,  Toys  "R"  Us. 
Disney  sued,  lost  over  Cayre's 
Aladdin  and  Snow  White  knockoffs. 
Video  business  slowed,  started  PC 
game  division  GT  Interactive  1993: 
Doom,  huge  hit.  IPO  1995. 
Estimated  1996  sales  $375  million. 
Private  GoodTimes  Entertainment 
Group  also  sells  music,  books,  toys. 
Estimated  1996  sales  $600  million. 
Also  merchandising,  real  estate. 
Brothers  Stanley,  60,  Joseph,  55,  and 
Kenneth,  53,  grew  up  poor.  No  col- 
lege degrees.  Share  in  fortune  esti- 
mated over  $1.2  billion. 


Chandler 

$2.1  billion 

Times  Mirror  Co.  Los  Angeles 
Heirs  of  Henry  Chandler,  clerk  who 
married  daughter  of  Los  Angeles 
Times  owner  Harrison  Gray  Otis 
1894.  Built  media  empire,  died 
1944.  Son  Norman  pushed  news 
over  ads  during  WWII  newsprint 
shortage,  won  readers.  Conservative: 
"We  only  gave  management's  side  in 
[covering]  labor  disputes."  Liberal 
guilt:  Henry's  grandson  Otis  took 
over  1960,  moved  paper  leftward. 
Also  raced  cars,  hunted  big  game, 
still  surfs  at  age  68.  Company  diver- 
sified into  book  publishing,  broad- 
cast, cable.  Sold  4  TV  stations  1993; 
cable  to  Cox  Communications 
1995.  Publishing  Hartford  Courant, 
Baltimore  Sun,  etc.  Tightening  belts: 
new  CEO,  scrapped  NYC  edition 
Newsday  1995,  cut  LA  staff.  Scores 
of  heirs  share  family  trust.  Politically 
conservative  family  members  now 
trying  to  assert  themselves  as  flag- 
ship paper  luffs. 

Clapp 

$1.4  billion 
Lumber.  Seattle 

Norton  brothers  Matthew  G.  and 
James  started  lumber  company  Laird 
Norton  late  1800s  with  cousin 
William  Laird.  Helped  Frederick 
Weyerhaeuser  start  Weyerhaeuser 
Co.  Eben  Clapp,  a  physician,  mar- 
ried daughters  of  both  Matthew  and 
James.  Eben's  son  Norton  main  heir, 
d.  1995  at  89.  Largest  Weyerhaeuser 
shareholder.  Married  widow  of  one 
of  sons.  Laird  Norton's  Lanoga 
Corp.  in  lumber,  building  supplies 
Pacific  Northwest,  Midwest,  Alaska. 
Also  Washington  State  real  estate. 
Much  tied  up  in  Laird  Norton  Trust. 
More  than  100  heirs  share  fortune. 


Clark 

$630  million 

Sewing  machines.  Cooperstown,  N.Y. 
Edward  Clark  (1811-82)  helped 
Isaac  Singer  sell  sewing  machines  in 
the  1850s.  Clark  got  40%  of  Singer 
Manufacturing  and  passed  it  on  to 
his  son  Alfred  (d.  1896).  Alfred's 
sons  Edward,  F.  Ambrose  (racehorse 
owner),  Stephen  and  Robert  (art 
collectors)  put  their  dinky  home- 
town, Cooperstown,  on  the  map 
claiming  that  baseball  was  invented 


300 


Forbes  400  ■  October  14,  1996 


WHEN  WAS  THE  LAST  TIME 
YOU  SAW  YOUR  CFO 

REALLY  EXCITED 
ABOUT  SOMETHING? 


TRY  THIS. 


Now  your  company  can  own  a  Gulfstream. 
at  a  fraction  of  the  cost. 


In  the  world  of  business,  CFOs  are 
notoriously  slow  to  show  pleasure. 

Fortunately,  there's  something  new 
in  the  world  of  cotporate  aviation 
that's  bringing  smiles  to  the  faces  of 
CFOs  everywhere. 

Gulfstream  Shares. 

You  see,  Gulfstream  Shares  allows 
your  company  to  enjoy  all  the  benefits 
of  owning  a  legendary  Gulfstream  IV-SP 
—  the  comfort,  convenience,  safety  and 
reliability  —  at  a  fraction  of  the  usual 
cost.  You'll  have  a  Gulfstream  IV-SP 
at  your  disposal,  with  as  little  as  six 
hours  advance  notice.  For  as  many 
hours  as  you  may  need  per  year. 


And  the  entire  program  is  backed 
by  Netjets'  more  than  thirty  years 
experience  providing  reliable 
operations  and  worldclass  service. 

The  cost  remarkably  low  —  and 
guaranteed.  A  monthly  charge 
covers  all  fixed  costs,  including 
maintenance.  You  pay  for  only  die 
hours  that  you  and  your  people  are 
actually  in  the  air.  What's  more, 
buyback  of  your  share  is  guaranteed 
after  only  36  months. 

To  find  out  more  about  the  business 
jet  ownership  plan  that  even  a  CFO 
could  love,  call  Gulfstream  Shares 
today  at  1-800-9504853. 


Gulfstream  Shares 

A    PRODUCT  OF 

N3JBW*  &  Gulfstream9 


THE  ULTIMATE  FLIGHT  PLAN 


The  story  caught  on,  and 
Baseball's  Hall  of  Fame  opened 
there  in  1939.  Museums  followed,  as 
did  a  hotel,  a  golf  course  and  a  hos- 
pital. Family's  fifth  generation 
includes  Anne  Labouisse  Peretz,  57, 
co-owner  of  New  Republic  maga- 
zine, and  Jane  Forbes  Clark,  41 ,  who 
chairs  the  Clark  Foundation  and 
Clark  Estates,  Inc.  in  NYC. 


Clot  e 

$500  million 
Textiles.  Fort  Mill,  S.C. 

Colonel  Leroy  Springs  founded 
Lancaster  Cotton  Mill  1895,  took 
over  Fort  Mill  Mfg.  Co.  Son  Elliot 
White  Springs  (d.  1959),  ace  pilot 
WWI,  writer  1920s,  returned  to 
family  textile  business  at  father's 
request  1931,  wrote  racy  ad  copy: 
"A  buck  well  spent  on  a  Springmaid 
sheet."  Big  profits  WWII.  Son-in- 
law  Hugh  W.  Close  (d.  1983)  took 
over,  pushed  into  fashion  areas. 
Springs  Industries  now  major  manu- 
facturer home  furnishings.  Elliot's 
granddaughter  Crandall  Close 
Bowles,  48,  executive  VP.  Family 
interests  in  real  estate,  insurance, 
railroad  held  through  investment 
firm  Springs  Co.  Family  controls 
nearly  66%  voting  stock. 


Collier 

$1.4  billion 

Real  estate.  Naples,  Fla . ;  Phoenix 
Descendants  of  Barron  Gift  Collier 
(d.  1939),  pioneered  streetcar  adver- 
tising, used  $5  million  annual  income 
to  purchase  southwest  Florida  land 
starting  1911.  By  1930  over  1  million 
acres;  renamed  Collier  County.  Heirs 
disagreed  on  investment  strategy,  split 
empire  with  coin  toss  1980.  One 
branch:  Collier  Entetprises,  led  by 
Miles  Collier,  49.  Other:  Barron 
Collier  Co.,  3  principal  heirs. 
Combined  holdings:  144,000  acres 
farmland,  20,000  citrus,  100,000 
ranchland;  10,000  other  in  Naples 
area.  Families  have  additional  acreage 
Phoenix,  elsewhere.  Private  Capital 
Management  now  over  $1  billion. 


Coors 

$600  million 
Beer.  Golden,  Colo. 

Descendants  of  German  immigrant 
Adolph  Coors,  stowaway  on 
Baltimore-bound     sailing  ship; 


founded  small  beer  company  1873. 
Company  survived  Prohibition  mak- 
ing malted  milk,  ceramics,  near-beer. 
Now  near  10%  of  domestic  beer 
market.  Founder's  great-grandsons 
run  businesses.  Peter,  49,  fourth- 
generation  Coors,  worked  summer 
vacations  at  brewery;  now  at  helm. 
Joseph  Jr.,  54,  and  Jeffrey,  51,  head 
ACX  Technologies:  industrial  ceram- 
ics, aluminum,  consumer  packaging. 
"If  the  3  of  us  were  over  there,  we'd 
be  all  over  each  other."  Some  70 
family  members  own  55%  Coors 
through  trust. 


Cowles 

$575  million 

Media.  Minneapolis,  NYC. 
Descendants  of  Gardner  Cowles  Sr. 
(d.  1946),  who  invested  $110,000 
into  sickly  Des  Moines  Register 
1903,  added  evening  Tribune,  con- 
trolled monopoly.  Son  John  (d. 
1983)  pulled  off  own  monopoly  in 
Minneapolis  1935.  Gardner  Jr.  sold 
Family  Circle,  etc.,  to  New  York 
Times  for  23%  of  NYT  stock  1971. 
Third  generation  squandered  profits; 
1984  sold  Cowles  Broadcasting  to 
Oveta  Culp  Hobby,  flagship  Register 
to  Gannett  for  $200  million  1985. 
John  (Jay)  III,  42,  chairs  Cowles 
Media:  "We  still  have  plenty  to  do." 
Roughly  70  heirs  share  59%  Cowles 
Media,  also  New  York  Times, 
Affiliated  Publications  stock. 


At  least  222  members 
of  The  Forbes 
Four  Hundred  have 
college  degrees. 


Cullen 

$550  million 
Oil.  Houston 

Heirs  of  Hugh  Roy  Cullen  (d. 
1957),  grade  school  dropout,  leg- 
endary wildcatter  who  hit  big 
drilling  deeper  in  played-out  fields. 
Used  "creekology,"  reading  bends  of 
creeks,  rivers  for  oil.  Hit  famed  Tom 
O'Connor  (see  family)  field  early 
1930s.  "Father  of  U.  of  Houston": 
family  has  given  $100  million. 
Quintana  Petroleum  runs  wells  for 
family,  Exxon.  Quintana  executive 
committee  includes  1  daughter,  2 
grandsons,  granddaughter's  hus- 
band. Grandson  Enrico  di 
Portanova,  born  to  daughter  (now 
deceased)  and  Italian  playboy,  long 
ago  renounced  U.S.  citizenship; 
sued  for  more  income,  lost  1984. 


Damon 

$750  million 

Banking,  real  estate.  Hawaii,  California 
Heirs  of  Samuel  Mills  Damon,  early 
partner  First  Hawaiian  Bank,  wrote 
will  1914.  Carefully  managed  estate 
includes:  First  Hawaiian  shares, 
4,000  acres  walnut  groves  near 
Sacramento,  Calif,  commercial  real 
estate  San  Francisco  area,  235  acres 
commercial/industrial  warehouse 
real  estate  near  Honolulu,  over 
117,000  acres  total  on  Big  Island, 
much  of  it  not  worth  much.  Also 
part  of  Moanalua  Valley  on  Oahu: 
park  and  wilderness  reserve.  Trust 
value  said  to  increase  about  12% 
annually.  Historic  trust  due  to  dis- 
solve at  death  of  Damon's  septuage- 
narian grandchildren;  20  to  30  heirs 
will  benefit. 


Davis 

$2.3  billion 

Winn-Dixie  stores,  Jacksonville,  Fla. 
Descendants  of  founder  William 
Milton  Davis.  Purchased  Rockmore 
Grocery  in  Lemon  City,  Fla.  1925 
with  $10,000.  Named  Winn-Dixie 
1955:  "To  win  Dixie  was  our  ambi- 
tion." Four  sons  built  company  to 
largest  grocery  chain  in  the  Sunbelt. 
Now  1,178  stores  in  14  states.  Sales 
now  $13  billion.  Artemis  Darius 
(A.D.)  retired  as  vice  chairman 
1982;  died  1995.  His  son  Robert, 
64,  chairman  1983-88:  "I'm  just 
stepping  down  to  give  myself  a  little 
more    elbowroom."    Now  heads 
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TnL  FUWLK  Ut 

GLOBAL  INVESTING   

T.  Rowe  Price  International  Stock  Fund— performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook 
international  equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 


Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 

funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established 
companies  outside  the  United  States.  It  has  proven  itself  over  periods  of 
both  up  and  down  markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar. 
In  fact,  the  fund's  success  has  placed  it  on  the  Forbes  Honor  Roll  for  the 
seventh  consecutive  year — the  only  international  mutual  fund  that  can 
claim  this  distinction.  The  fund's  performance  from  3/31/84  to  6/30/96 


Forbes 

Honor  Roll 

7  years  running 


was  considered;  18  honorees  were  selected* 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've 
been  helping  people  invest  overseas  since  1979,  when  we 
joined  forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of 
the  world's  oldest  and  most  successful  international 
advisers,  to  form  Rowe  Price-Fleming.  Today,  Rowe  Price- 
Fleming  serves  as  investment  adviser  to  our  family  of 
international  funds  and  manages  over  $26  billion  in 
foreign  stock  and  bond  assets. 

Let  US  Show  you  the  world.  To  learn  more,  request 
our  free  report,  The  Basics  of  International  Stock 
Investing,  today.  Of  course,  international  investing  has 
special  risks,  including  currency  fluctuation,  political 
and  economic  instability,  and  the  volatility  of  emerging 
markets.  As  with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500  minimum  investment 
($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-8467 

hup:/ /www.  troweprice.com 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Invest  With  Confidence® 

T.RoweFrice 


•ategic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must  he  open  to  new  investors  and  have  had 
same  management  for  at  least  5  years.  Sector  funds  are  excluded.  Read  the  prospectus  carefully  hefore  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distrihutor.  ISF032696 


DI,  family  holding  company. 
Robert's  cousin  A.  Dano,  current 
Winn-Dixie  chairman. 

Dayton 

$1  billion 

Retailing.  Minneapolis 

Heirs  to  George  Draper  Dayton  who 
founded  Dayton's  department  store 
1902.  Son  George  Nelson  Dayton 
ran  company  1938-50.  Brothers 
joined  by  1950,  knew  value  of  work: 
"The  only  thing  worse  than  a  bum  is 
a  rich  bum."  Since  1946,  5%  of  pre- 
tax profits  to  charity.  Added  low- 
margin  discount  stores  1962;  creat- 
ed book  retailer  B.  Dalton  (sold 
1986).  Merged  with  J.L.  Hudson 
Co.  1969.  No  family  member  active 
in  company  since  1983.  Today  over 
1,000  stores  in  37  states,  $23  billion 
sales.  Operates  Dayton's,  Hudson's, 
Marshall  Field's,  Target,  Mervyn's. 
Founder's  grandson  Bruce  Dayton, 
art  collector;  most  of  collection 
promised  to  Minneapolis  museum. 

Demoulas 

$675  million 

Supermarkets.  Boston  area. 
Demoulas  family  executives  found  to 
have  violated  rules  governing  compa- 
ny's profit-sharing  fund;  paid 
$15,000  to  Department  of  Labor 
1996  to  resolve  accounting  issues. 
Greek-American  patriarch  Arthur 
Demoulas,  wife  opened  small  grocery 
1917.  Sons,  George  and  Telemachus, 
took  over  1954.  Today  over  56 
Demoulas/Market  Basket  stores 
Massachusetts,  New  Hampshire;  esti- 
mated revenues  $1.6  billion.  Also  real 
estate.  Agreement  that  if  one  brother 
died,  survivor  would  care  for  other's 
family.  George  died  heart  attack 
1971;  Telemachus  removed  George's 
widow  from  board  1978;  transferred 
all  but  8%  of  stock  to  himself. 
George's  heirs  (4  children)  alarmed 
by  1989  tax  notice,  sued  1990. 
Verdict  1994:  Telemachus  liable  for 
fraud,  breach  of  trust.  Will  appeal. 

de  Young 

$1.4  billion 

Publishing.  San  Francisco 
Descendants  of  Michael  H.  de 
Young,  cofounder  of  San  Francisco 
Chronicle  1865  (other  cofounder 
Charles  de  Young  shot  mayoral  can- 
didate in  feud  1879;  victim's  son 


then  shot  Charles  to  death).  Paper 
entertained  public  with  local  scan- 
dals, Wild  West  shoot-outs,  mud- 
slinging.  De  Youngs  long  feuded 
with  rival  Hearsts  (see);  now  jointly 
publish  Sunday  edition  to  save  costs 
under  joint  operating  agreement 
with  Hearst-owned  San  Francisco 
Examiner.  Granddaughter  Nan 
Tucker  McEvoy  inherited  largest 
share  of  Chronicle  after  mother  died 
1988,  but  cousins  forced  her  off 
board  1995. 

Dillon 

$650  million 
Finance.  Far  Hills,  N.J. 
Patriarch  Clarence  Dillon  (d.  1979), 
Harvard  1905,  joined  William  A. 
Read  &  Co.  1914,  worked  way  to 
top  of  company  (renamed  Dillon, 
Read)  by  1919.  Firm  became  Wall 
Street  power;  locked  horns  with  J. P. 
Morgan.  Wrote  personal  check  for 
$146  million  to  buy  Dodge  Brothers 
Auto  Co.  Son  C.  Douglas  became 
statesman:  Eisenhower's  ambassador 


to  France;  Treasury  Secretary  for 
JFK,  LBJ;  former  chair  Metropolitan 
Museum,  NYC.  Dillon,  Read  sold  to 
Bechtel  (see)  1981.  Family  also  owns 
large  pieces  choice  N.J.  land;  2 
world  class  Bordeaux  vineyards, 
including  Haut-Brion. 

Donnelley 

$1.4  billion 

R.R.  Donnelley  &  Sons.  Chicago 
Heirs  of  Richard  R.  Donnelley, 
Canadian  saddlemaker's  apprentice. 
Started  own  print  shop,  Chicago 
1864.  Destroyed  by  Great  Fire  of 
1871;  rebuilt  by  family  into  R.R. 
Donnelley  &  Sons.  Went  public 
1956.  Son  Reuben  (d.  1929)  formed 
publishing  company;  produced 
Yellow  Pages;  sold  to  Dun  & 
Bradstreet  1961  for  $80  million. 
Grandson  Gaylord  (d.  1992)  took 
over  main  family  business  1964. 
Company  known  for  "The  Good 
Book"  and  "The  Big  Book,"  i.e.,  the 
Bible  and  the  Sears  catalog.  Sears 
dropped  catalog,  but  Donnelley  still 
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The  France  family: 
Bill  Jr.  (center), 
son  Brian  (left)  and 
brother  Jim. 
The  France  clan 
hedges  its  sports 
business  by 
investing  in  its 
competitors: 
the  Frances' 
International 
Speedway  Corp. 
owns  17%  of 
Roger  Penske's 
newly  public 
Penske 
Motorsports. 


prints  more  Bibles  than  anyone  else. 
Also  Time,  New  Yorker,  TV  Guide, 
Forbes  Inc.'s  American  Heritage. 
Operations  in  26  countries;  revenues 
$6.5  billion  1995.  Largest  commer- 
cial printer  in  U.S. 

du  Pont 

$10.5  billion 
Inheritance.  Delaware 

Descendants  of  Pierre  Samuel  du 
Pont  de  Nemours  (1739-1817), 
French  Physiocrat  who  fled 
Revolutionary  Terror  for  America 
1800.  Son  Eleuthere  Irenee, 
chemist's  apprentice,  founded  gun- 
powder factory  on  Brandywine 
Creek  1802.  Company  and  family 
prospered,  dominated  Powder  Trust 
late  1800s.  After  interfamilial  battle 
for  control,  Pierre  S.  du  Pont  II 
emerged  as  leader.  WWI  munitions 
contracts  produced  massive  growth 
(also  sobriquet  "Merchants  of 
Death").  Founded  Christiana 
Securities  as  family  holding  company 
for  DuPont;  later,  under  antitrust 


pressure  from  the  Justice 
Department,  merged  into  DuPont 
1977.  Rescued  nascent  General 
Motors  1920s,  took  about  one- 
third.  Bought  out  cousins  in  further 
struggles.  Childless,  divided  bulk  of 
fortune  among  6  siblings  before  his 
death  in  1958.  His  branch  of  the 
family  built  Wilmington  Trust  Co., 
dissident  branches,  Delaware  Trust 
Co.  Numerous  descendants  of  PS. 
II  still  control  over  15%  of  DuPont. 
Family  member:  "The  thing  about 
the  du  Ponts  is  that  some  are  very, 
very  rich,  and  others  are  just  plain 
old  rich." 

Durst 

$650  million 

Real  estate.  New  York  City  area 
Descendants  of  Joseph  Durst  (d. 
1974),  Austrian  immigrant  1902, 
who  began  Durst  Organization 
1915  to  oversee  handful  of  NYC 
buildings.  Sons  Seymour  (d.  1995), 
Royal  (d.  1993),  Edwin  (d.  1990), 
David  and  daughter  Alma.  Seymour 
bought  midtown  office  property 
1940s;  pioneered  Third  Avenue 
development.  Heeded  Dad's  advice: 
"Never  buy  farther  than  you  can 
walk."  Eventually  5  million  square 
feet  midtown  office  space.  August 
1996  groundbreaking  for  Durst's 
48  story  Times  Square  skyscraper 
marks  first  Manhattan  tower  con- 
struction in  8  years;  Conde  Nast  to 
occupy  40%  of  building's  1.6  million 
square  feet.  Quirky  passion:  set  up 
the  National  Debt  Clock  near  Times 
Square;  former  columnist  for  home- 
less paper  Street  News.  Next  genera- 
tion now  manages:  Seymour's  son 
Douglas;  David's  sons  Jonathan, 
Joshua. 

France 

$550  million 

Auto  racing.  Daytona  Beach,  Fla. 
Heirs  of  auto  mechanic,  amateur 
stock  car  racer  William  France  (d. 
1992).  Car  broke  down  1934  in 
Daytona  Beach  en  route  to  Miami; 
decided  to  stay.  Raced  Ford  on 
Daytona's  hard  sand  beach  on 
weekends.  Better  at  promoting 
races  than  winning  them;  founded 
sanctioning  body  Nascar  1947; 
strict  rules  as  to  which  car  models 
would  be  allowed  to  race  under 
Nascar  banner.   Built  $3  million 


Daytona  International  Speedway 
track  1959;  financed  in  part  by  bor- 
rowing money  from  Dallas'  wealthy 
Murchison  family.  Bread-and-butter 
income  from  race  sanctioning: 
crown  jewel  Winston  Cup  series. 
Other  Nascar  income:  merchandis- 
ing, memberships,  television.  Son 
Bill  Jr.  succeeded  father  as  Nascar 
president  1972.  Bill  Jr.'s  brother 
James  president  of  public  company 
International  Speedway  Corp.;  fam- 
ily owns  61%.  Bill  Jr.'s  son  Brian 
head  of  Nascar  marketing.  Big 
question:  What  happens  to  revenues 
after  Clinton  ban  on  sports  spon- 
sorships by  tobacco  companies? 

Goldman 

$600  million 

Inheritance.  New  York  City  area 
Widow  Lillian,  4  children  of  Sol 
Goldman,  NYC  real  estate  mogul  (d. 
1987).  First  moved  into  big  leagues 
with  Chrysler  Building  purchase 
1960.  Known  for  squeezing  "every 
nickel  out  of  every  building."  Lillian 
filed  for  divorce  1983;  "reconcilia- 
tion" won  33%  of  Sol's  $760  million 
estate  of  550  parcels.  Later  sued  to 
void  deal,  claiming  conspiracy;  lost 
1987.  Trust  was  created  on  Sol's 
death.  Ugly  intrafamily  battle  with 
children.  Lillian  sued  again;  won 
1991.  Family's  energy  now  focused 
on  IRS,  trying  to  knock  down  big 
estate  tax  bill.  Most  properties  are 
listed  in  name  of  children,  Amy, 
Diane,  Jane  and  Allan. 

Gore 

$950  million 
Gore-Tex.  Newark,  Del. 
Wilbert  L.  Gore  (d.  1986)  worked 
on  Teflon  1957  as  Du  Pont  employ- 
ee. Du  Pont  not  interested  in  selling 
finished  Teflon  goods;  Wilbert  and 
wife,  Vieve,  started  own  business 
1958  in  basement.  First  insulated 
cable,  then  Gore-Tex,  durable  mem- 
brane later  used  in  space  suits.  Son 
Bob  took  over  business  1986.  Gore- 
Tex  best  known  for  outerwear,  but 
also  used  in  medicine  (surgical 
patches;  artificial  blood  vessels), 
telecommunications  (cables)  and 
industry  (filters).  Fat  margins  on 
unique  material.  Fiscal  1996  sales 
over  $1  billion.  "Associates" 
(employees)  get  stock.  Motto:  "To 
make  money  and  have  fun." 
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$480  million 

LL.  Bean  Inc.  Freeport,  Me. 
Descendants  of  Leon  Leonwood 
Bean  (1872-1967),  sportsman, 
founder  L.L.  Bean.  Tired  of  soggy, 
cold  feet:  attached  rubber  soles  to 
leather  boots,  became  famous  "Bean 
boot."  After  90  of  first  100  pairs 
returned  defective,  introduced  Bean 
money- back  guarantee:  still  in  effect. 
One  of  first  junk  mailers:  first  ever 
direct-mail  campaign  to  Maine's  first 
hunting  licensees  1919;  sales  exceed- 
ed $1  million  1942.  "That  wasn't 
bad  for  a  boy  who  never  got  through 
the  eighth  grade."  Sales  now  over  $1 
billion:  still  private.  Grandson  Leon 
Gorman,  61,  increasing  advertising, 
expanding  women's  line;  guards 
quality,  service.  Low-profile  family 
now  selling  to  preppy  Japanese. 

Gottwald 

$875  million 

Ethyl  Corp.  Richmond,  Va.  et  al. 
Floyd  Gottwald  (d.  1982)  made  for- 
tune in  paper,  acquired  Ethyl  Corp. 
1962,  expanded  Ethyl  into  plastics, 


metals.  Sons,  Floyd  Jr.,  Bruce,  diver- 
sified into  chemicals  for  computer 
chips,  insurance,  pharmaceuticals, 
etc.;  spun  off  plastics,  aluminum, 
energy,  specialty  chemicals.  Now 
focusing  on  petroleum  additives: 
added  Amoco's  lubricant  additives 
1992;  purchased  Texaco's  world- 
wide lubricant  additives  business 
February  1996  for  $136  million. 
Grandsons  now  in  business. 

Graham 

$775  million 

Washington  Post.  Washington,  D.C. 
Financier  Eugene  Meyer  bought 
Washington  Post  in  bankruptcy  auc- 
tion 1933.  Daughter  Katharine  mar- 
ried young  hotshot  lawyer  Phil 
Graham  1940.  Katharine  worked  in 
circulation  while  Phil  fought  in 
Pacific  WWII.  Phil  made  publisher, 
editor-in-chief  Post  1947,  received 
voting  control  of  paper  1948.  Close 
friend  of  JFK's.  Rebuilt  Post  to  prof- 
itability. Committed  suicide  1963. 
Widowed  Kay  took  over,  pushed 
paper  to  new  heights:  Pentagon 
Papers  1971,  Watergate  1972-74. 


Published  Unabomber  manifesto 
1995.  Son  Donald,  51,  publisher 
1979,  CEO  1991,  chairman  1993. 
Holdings  include  Newsweek,  6  tele- 
vision stations,  cable.  Kay,  79, 
Washington  grande  dame,  still  chairs 
Post  executive  committee. 

Gund 

$2.1  billion 

Sanka,  banking.  Cleveland 
Six  children  of  George  Gund  Jr.  (d. 
1966).  Harvard  Business  School 
grad  sold  family  brewery  during 
Prohibition.  Bought  decaffeinated 
coffee  firm,  later  Sanka,  1919.  Sold 
to  Kellogg  1927  for  stock.  Moved 
into  real  estate,  banking.  Cleveland 
Trust  president  1941.  Son  Gordon: 
"We  didn't  know  the  extent  of  our 
wealth  until  our  father's  death." 
George  III,  Gordon  own  Cleveland 
(basketball)  Cavaliers.  Paid  $14  mil- 
lion in  1994  for  rights  to  name 
city's  arena  Gund  Arena.  George, 
SF  financier,  has  majority  San  Jose 
(hockey)  Sharks.  Gordon,  blind 
from  retinitis  pigmentosa,  is  a  ven- 
ture  capitalist.   Graham,  Boston 
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89  members 

have  been  divorced 

at  least  once. 

architect.  Agnes,  president  NYC 
Museum  of  Modern  Art. 


Haebler 

$860  million 

International  Flavors  and  Fragrances. 
Milwaukee  et  al. 

Descendants  of  American-born 
William  T.  Haebler  (d.  1956); 
founded  IFF  1929  with  Dutch  emi- 
gre A.L.  van  Ameringen.  Leading 
maker  of  flavors,  fragrances  for  per- 
fumes, soaps,  household  products, 


food  and  beverages.  Company  does 
not  disclose  clients,  but  perfumes 
reportedly  include  Calvin  Klein's 
Eternity,  Liz  Taylor's  Black  Pearls, 
Yves  St.  Laurent's  Champagne.  IFF 
generates  over  two-thirds  of  sales 
and  profits  from  operations  outside 
the  U.S.;  over  $1.4  billion  revenues 
1995  William's  3  daughters,  main 
heirs.  Polly:  Milwaukee;  married  to 
William  Van  Dyke,  Smith  Barney 
executive.  Ellen:  Darien,  Conn.; 
married  to  Phillip  Skove.  Ann:  died 
1988;  left  shares  to  2  sons. 


Haworth 

$750  million 

Office  furniture.  Holland,  Mich. 
Founded  1948  by  Gerrard  Haworth, 
84,  as  maker  of  wood  and  glass  office 
partitions.  Growth  took  off  1975 
when  one-upped  office  furniture  rival 
Herman  Miller's  movable  panel  con- 
cept: installing  electrical  wiring  inside 
panels.  Copycats  beat  back  by  litiga- 
tion: Miller  agreed  to  pay  $44  million 
in  damages  for  patent  infringement. 
Since  1988,  16  acquisitions  for  $300 
million.  Lean  production  and  sales 


operations:  computerization  of  manu- 
facturing process,  ruthless  undercutters 
of  competitors'  bids.  Now  broadening 
presence  in  Europe,  Asia.  Gerrard's 
son,  Richard,  owns  more  than  50%; 
Richard's  four  sisters  split  rest. 

Hillenbrand 

$1.3  billion 

Hillenbrand  Industries.  Batesville,  Ind.  etal. 
Descendants  of  John  Hillenbrand, 
son  of  German  immigrant  who  res- 
cued Batesville  Casket  Company 
from  bankruptcy  1906.  First  to  mass- 
market  airtight,  watertight  caskets 
1940.  Created  Hill-Rom,  manufac- 
turer of  hospital  beds,  1928. 
Batesville  Casket  and  Hill-Rom  com- 
bined under  parent  Hillenbrand 
Industries  1969.  Public  1971. 
Founded  Forethought  Group  1985: 
offers  life  insurance  for  prearranged 
funerals.  Also  manufactures  high 
security  locks.  Still  world's  largest 
casket  maker.  Daniel  A.,  73,  chair- 
man. W  August  (Gus),  56,  Presi- 
dent/CEO. Three  other  Hillen- 
brands  on  the  board.  Family  owns 
60%  of  company. 
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$.1.2  billion 
Eiectronics;  Pasadena 

Joseph  Hixon  secured  family  fortune 
ith  major  investment  in  AMP  stock. 
C  ompany  world  leader  in  manufactur- 
ing of  electrical  connectors  vital  for 
computers,  telecommunications  sys- 
tems; 57%  revenues  from  global  opera- 
tions in  45  countries  outside  U.S. 
Current  Hixon  generation  merged 
family  holding  company  into  AMP 
1981.  Joseph's  son  Frederick  (d. 
1978)  moved  to  San  Antonio,  invested 
in  ranches,  oil;  venture  capital.  Another 
son,  Alexander,  81,  AMP  director  to 
1987;  Joseph  III,  57,  director  since 
1988,  chair  of  Hixon  Properties,  San 
Antonio.  Some  70  family  members 
believed  to  own  AMP  shares. 

Hoiles 

$1.2  billion 

Newspapers.  Colorado  Springs  et  al. 
"The  kind  of  newspaper  a  man  takes 
has  a  lot  to  do  with  what  kind  of 
man  he  becomes."  Descendants  of 
Raymond  C.  Hoiles  (d.  1970)  who 
started  as  a  printer's  assistant  for  $2 
a  week,  worked  his  way  up  to  buy 
the  Bucyrus  (Ohio)  Telegram  in 
1927,  then  the  Santa  Ana  Register 
in  1935.  Used  his  papers  as  pulpit 
to  air  libertarian  philosophy  against 


public  schooling,  police  forces, 
public  highways,  etc.  Survived  2 
bomb  attacks.  Three  children.  Son 
Clarence  ran  company  after 
Raymond's  death;  Clarence's  death 
spurred  bitter  dissent  in  family 
ranks.  But  wounds  have  healed. 
"Everyone  works  together  now." 
Daughter  Mary  Jane  Hoiles  Hardie 
died  April.  Last  of  Raymond's  chil- 
dren, Harry  Howard,  lives  in 
Colorado  Springs,  celebrated  80th 
birthday;  said  to  be  in  poor  health. 
Family  company  owns  6  TV  sta- 
tions, Orange  County  Register, 
other  papers,  magazines.  Family 
majority  on  board  giving  way  to 
outside  managers. 

Horvitz 

$1  billion 

Media,  real  estate,  construction. 
Cleveland,  Fort  Lauderdale 
Heirs  of  self-made  media,  real  estate 
mogul  Samuel  A.  Horvitz  (d. 
1956):  hawked  newspapers  at  age  8 
to  support  family;  started  building 
roads  1916;  acquired  5,000  Florida 
acres  in  bankruptcy  sale,  2  Ohio 
newspapers.  Built  both  up,  left  in 
trust  for  three  sons,  who  split  oper- 
ations: papers  to  Harry,  construc- 
tion to  Leonard,  real  estate  to 
William.  Sons  expanded:  added  3 


newspapers,  cable  TV.  But  battles 
among  brothers  raged;  fistfights, 
lawsuits  after  mother's  death  1977. 
Exasperated  probate  judge  liquidat- 
ed trust  1987,  split  3  ways.  Fighting 
long  over,  Leonard  says.  Harry  died 
of  cancer  1992,  age  71.  Leonard 
now  73,  William  70. 

Houghton 

$500  million 

Corning  Inc.  Corning,  N.Y. 
Descendants  of  Corning  Glass  Works 
founder  Amory  Houghton.  Entered 
glass  works  1851.  Bought  Brooklyn 
Flint  Glass  Co.  1864;  moved  upstate 
to  Corning,  N.Y.  1868.  Produced 
first  glass  bulbs  for  Thomas  Edison 
1879.  Family  company  later  pio- 
neered: Pyrex  1915;  silicone  late 
1930s;  fiberglass  1939;  TV  picture 
tube  1947;  optical  fibers  late  1960s. 
Subsidiary  Dow  Corning  Corp.,  sili- 
cone producer,  filed  for  bankruptcy 
1995  after  breast  implant  litigation. 
Corning  to  spin  off  its  healthcare 
services  division  1996.  James 
(Jamie)  Houghton,  60,  retired  as 
chair  and  CEO  1996  ending  five 
generations  of  family  management. 
Brother  Amory  (Amo)  Jr.,  70,  left 
company  1986  to  serve  in  Congress 
(R.-N.Y.).  Family  stake  held  directly 
or  through  Market  Street  Trust  Co. 


Jon  Huntsman 

A  two-time  cancer 

survivor, 

Huntsman  donat- 
ed $100  million 
for  cancer 
research  last 
year,  the  largest 
such  gift  ever. 
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Steve  Jobs 
After  several 
post-Apple  years 
in  the  wilderness, 
Jobs  became  a 
billionaire 
overnight  when 
he  took  his  digital 
animation 
company,  Pixar, 
public  late  last 
year.  The  stock 
has  since  cooled 
considerably,  but 
even  so  Jobs  is 
still  worth  some 
$470  million. 


Huber 

$525  million 

J.M.  Huber  Corp.  Rumson,  N.J. 
Descendants  of  Joseph  Maria  Huber 
(d.  1932),  German  immigrant 
inkmaker  who  founded  J.M.  Huber 
Corp.  1883.  Company  expanded 
dramatically  under  grandson 
Michael's  42-year  reign,  1951-93:  oil 
and  gas,  industrial  chemicals,  clay, 
carbon  black,  contract  electronic 
manufacturing  (AVEX  Electronics). 
Sold  three  divisions  1995.  Still  rev- 
enues rise:  $1.5  billion  1995. 
Company  is  maker  of  ingredients 
from  tires  to  toothpaste.  Global  play- 
er: plants  in  Europe,  Pacific  Rim, 
India.  Peter  Francis  now  chairman. 


Hughes 

$1  billion 

Inheritance.  California  etal. 
Some  250  heirs  (including  attor- 
neys) of  reclusive  tycoon  Howard 
Hughes  recently  agreed  to  sell 
Hughes  Corp.  to  Rouse  Co.  to  alle- 
viate cash  crunch.  Smaller  Rouse  also 
acquired  22,000-acre  Las  Vegas,  Los 
Angeles  land  holdings.  Howard: 
inherited  father's  patented  oil  well 
drill  bit  at  age  18.  Daredevil  who  set 
flight  records,  created  Hughes 
Aircraft,  owned  TWA,  discovered 


Jane  Russell.  Turned  eccentric  and 
secretive.  Died  1976  leaving  no  will, 
no  immediate  family  Most  went  to 
Howard  Hughes  Medical  Institute. 
Cousin  William  Lummis,  attorney 
who  had  not  seen  Hughes  in  40 
years,  took  over  the  rest,  estimated  at 
$168  million.  Search  for  heirs  amid 
outrageous  claims.  Built  Summa 
Corp.  to  Las  Vegas  real  estate  pow- 
erhouse: sprawling  Summerlin  is  one 
of  largest  planned  communities  in 
United  States. 


Idema 

$1.1  billion 

Steelcase.  Grand  Rapids,  Mich. 
Descendants  of  Henry  Idema  (d. 
1951).  Steelworker  Peter  Wege  (d. 
1947)  invented  fireproof  metal  office 
furniture,  started  firm  1912.  Big  hit: 
first  metal  wastebasket.  Idema  saw 
potential,  became  major  investor.  Did 
well  1920s,  patented  suspension  cab- 
inet 1934.  Became  top  office  furni- 
ture maker  in  U.S.  Henry's  son 
Walter  (d.  1979)  set  up  company's 
financial  controls;  daughter  Mary 
married  Robert  Pew,  now  chairman, 
73.  Founder's  son,  Peter  Wege,  vice 
chairman.  Idema  heirs  control  esti- 
mated 70%  of  company.  Earnings  up 
60%  since  last  year  to  $124  million. 


Jenkins 

$1.3  billion 

Publix  Super  Markets.  Lakeland,  Fla. 
Descendants  of  George  Washington 
Jenkins  (d.  1996),  who  hitched  from 
Georgia  in  1925  to  seek  fortune  in 
Florida  real  estate.  Found  janitorial 
work  in  Piggly  Wiggly  grocery 
instead;  became  manager  8  weeks 
later.  Snubbed  by  new  owner,  opened 
store  next  door  1930  named  Publix, 
after  movie  chain.  uDo  what  you  do 
better  than  everyone  else.  We  win  on 
execution."  Offered  a  few  Florida 
firsts:  shopping  music,  air-condition- 
ing, automatic  doors,  self-serve 
meats.  By  1950,  21  stores.  Today 
more  than  520  stores  in  4  states,  over 
$9.4  billion  sales.  Now  9th  largest 
U.S.  supermarket  chain.  George's 
son,  Howard,  45,  current  CEO. 


Jordan 

$950  million 
Retailing,  publishing 
Washington,  D.C.,  New  Hampshire 
With  $1.25  as  capital,  Eben  D. 
Jordan  (d.  1895)  left  Danville,  Me. 
1836  at  age  14  to  seek  fortune  in 
Boston.  Farmhand,  errand  boy;  at 
29,  founded  Jordan  Marsh  depart- 
ment stores  1851  with  partner  Ben 
Marsh.  Eventually  sold  to  Allied 
Stores.  Greatest  investment:  funding 
Charles  H.  Taylor's  (see  family) 
effort  to  revive  Boston  Globe. 
Recently  terminated  family  trust 
owned  large  block  of  parent 
Affiliated  Publications,  acquired  by 
New  York  Times  1993.  Also  early 
investors  with  significant  stake  in 
McCaw  (see)  Cellular.  Charlotte 
Kidder  Ramsay,  Eben's  great-great- 
granddaughter  died  Sept.  1995  of  an 
aneurysm  two  days  prior  to  her 
mother  Dorothy  Robinson  Kidder's 
death  from  cancer;  both  were  well- 
known  Washington  philanthropists. 

Kleberg 

$800  million 
King  Ranch.  Texas 

Descendants  of  Richard  King  (1824- 
85),  Rio  Grande  steamboat  captain, 
bought  Spanish  land  grants  south 
Texas  1850s.  Over  700,000  acres 
willed  to  daughter  and  husband 
Robert  Kleberg.  Big  oilfields  devel- 
oped with  Exxon  have  dwindled  to  a 
trickle,  but  King  Ranch  now 
825,000  acres;  also  12,000  acres 
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Florida  sugarcane.  Cattle  ranches 
overseas  sold,  except  50,000  acres  in 
izil.  Oil  and  gas  exploration  in 
Texas;  acquired  15,000  acres  of 
Florida  orange  groves  from  Coca- 
Cola;  sold  power  generation  plant  in 
Guatemala  1994.  Bought  out  heir 
Belton  Kleberg  Johnson.  Stephen 
Kleberg  runs  agricultural  operations. 

Kohler 
$770  million 
Toilets,  etc.  Kohler,  Wis. 
John  M.  Kohler  bought  iron 
foundry  1873.  Enameled  a  hog 
scalder/cattle  watering  trough,  put 
legs  on  it,  sold  to  local  farmer  as 
bathtub  for  1  cow,  14  chickens. 
Expanded  to  toilets,  other  bath- 
room fixtures.  Son  Walter  pioneered 
color-coordinated  fixtures  1920s; 
governor  of  Wisconsin  1929-31. 
Walter  Jr.  governor  1951-57.  John's 
grandson  Herbert  Jr.,  56,  dabbled 
in  theater  before  joining  family 
company,  took  over  1972. 
Marketing  whiz,  design-oriented:  "I 
felt  we  could  change  the  whole 
function  of  the  bathroom  and  make 


it  stimulating,  possibly  even  social." 
Bathrooms  not  yet  replacing  living 
rooms  as  gathering-place,  but  busi- 
ness has  been  stimulating,  with  lat- 
est revenues  over  $1.7  billion.  Rare 
stock  in  circulation  at  $120,000  a 
share. 

Landegger 

$700  million  ' 

Paper  and  pulp.  NYC;  Rye  Brook,  N.Y. 
Karl  Landegger  bought  broken-down 
Austrian  paper  mill  1920s,  turned 
around.  Fled  Hitler  to  U.S.  1938 
with  $40,000.  Bought  Parsons  & 
Whittemore,  small  pulp  trader,  built 
into  world's  largest  trader  of  paper 
and  pulp.  Also  bought  Black-Cawson, 
maker  papermaking  equipment.  Died 
1976.  Sons  Carl  and  George  now  run 
things.  Carl:  66,  married,  6  children; 
archeologist:  discovered  pre- 
Columbian  cities.  George:  58,  mar- 
ried, 5  children.  Pulp,  paper  prices 
down  from  last  year's  cyclic  highs,  but 
looking  forward  to  big  demand  from 
abroad,  especially  developing  coun- 
tries. George:  "A  billion  and  a  half 
people  are  becoming  consumers!" 


Lilly 

$1.5  billion 

Eli  Lilly  &  Co.  Indianapolis  et  al. 
Colonel  Eli  Lilly,  Civil  War  veteran, 
started  making  "Lilly  Pills"  1876. 
Son  Josiah  took  over  1898;  intro- 
duced first  commercial  insulin 
1920s.  Leader  in  barbiturates  1930s; 
antibiotics  1940s;  Salk  polio  vaccine 
1950s.  Many  legal  problems  1970s, 
1980s:  DES,  Darvon,  Oraflex. 
Added  medical  devices,  diagnostics. 
Introduced  antidepressant  "wonder 
drug"  Prozac  1988;  produced  over 
$2  billion  in  revenues  1995.  New 
drugs:  Zyprexa  (schizophrenia), 
Gemzar  (pancreatic  cancer), 
Humalog  (diabetes  mellitus).  Family 
no  longer  in  management. 
Charitable:  Lilly  Endowment,  set  up 
1937,  now  $5.2  billion  trust  for 
educational,  religious,  and  commu- 
nity development. 

Louis 

$1.3  billion 

Johnson  Wax.  Winnetka,  III. 

Wife,  3  children  of  John  Jeffry 

Louis,  whose  mother  was  a  Johnson 
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of  Johnson  Wax  (see  first  cousin 
Samuel  Johnson).  Late  Louis 
worked  in  dad's  advertising  agency; 
then  Johnson  Wax  international 
marketing  4  years.  Venture  capitalist; 
equity  in  about  27  companies  1960- 
80;  "4  or  5  succeeded."  Biggest: 
Combined  Communications — bill- 
boards, television  and  radio  stations, 
newspapers;  chairman  until 
Combined  merged  into  Gannett 
1981.  Big  Republican  contributor; 
ambassador  to  Britain  for  Reagan 
1981-83.  Died  February  at  age  69. 
Thirty  percent  ownership  of  S.C. 
Johnson  &  Son  remains  family 
holding  benefiting  some  15 
descendants. 


Lykes 

$1.1  billion 

Banking,  real  estate.  Tampa;  New  Orleans 
Howell  Tyson  Lykes  (d.  1907) 
inherited  500  acres  Florida  land, 
gave  up  medicine  for  ranching 
1870s.  Made  fortune  with  7  sons 
raising  and  shipping  cattle  to  Cuba. 
Lost  substantial  Cuba  holdings  to 
Castro.  Luckily,  Lykes  Bros,  had 


45  members  of  The 
Forbes  Four  Hundred 
are  unmarried. 

diversified  in  1940s  into  insurance, 
banking,  real  estate,  citrus  groves, 
natural  gas,  steel.  Merged  steel, 
other  parts  with  LTV  Corp.  1978; 
bought  steamship  line  back  1983, 
got  most  of  money  out  before  LTV 
crash  1986.  Got  8%  of  Barnett 
Banks  in  exchange  for  37%  First 
Florida  Banks  1992.  Holdings  dis- 
tributed among  some  250  family 
members;       Thompson  Lykes 


Rankin,  55,  heads  family  business 
empire. 

Martin 

$700  million 
Inheritance.  Tampa,  Fla. 
Heirs  of  banking  mogul  Alpheus  Lee 
Ellis,  who  died  in  November  1995  at 
age  90.  Alpheus's  first  bank  job  was 
as  a  spittoon-cleaner  for  $8  a  week  in 
1920  Alabama  bank  where  his  father 
worked.  Stayed  in  the  business: 
moved  to  Florida,  bought  control  of 
Sarasota  State  Bank  1943.  Ellis  and 
wife  eventually  snapped  up  81  bank 
branches  in  Florida,  then  merged 
their  Ellis  Banking  Corp.  with 
NCNB  in  1984  for  4  million  shares 
and  guarantee  of  lifelong  job.  After 
several  mergers  and  acquisitions, 
NCNB  became  today's  NationsBank 
Corp.  Ellis  worked  until  the  end:  "I 
don't  do  anything  but  work.  I  used 
to  play  golf,  but  I  made  a  hole  in  one 
once,  so  I  quit."  NationsBank  stock 
faring  better  than  par,  up  over  40% 
in  last  year,  believed  spread  among 
Ellis  daughter,  Carol  Martin,  and  his 
granddaughters. 
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'.Qhtchy 

IcClatchy  Newspapers.  Sacramento,  Calif, 
ndants  of  Irish  immigrant 
:cs  McClatchy,  cofounder  of 
Sacramento  Bee  1857.  Granddaugh- 
ter Eleanor  (d.  1980)  took  over 
1936;  supported  liberal  causes. 
Shunned  publicity:  "I  am  content  to 
have  people  diink  I  live  in  a  cave  and 
wear  horns."  Nephew  Charles  (d. 
1989)  took  over  1978.  Company 
went  public  1988.  Acquired  the 
News  &  Observer  Publishing  Co. 
for  $373  million  1995:  publisher  of 
the  (Raleigh)  News  &  Observer,  as 
well  as  7  other  North  Carolina  pub- 
lications. Announced  sale  of  5  com- 
munity newspapers  in  1996:  "We 
believe  we  need  to  focus  our  news- 
paper strategy  on  mid-sized  growth 
markets."  McClatchy  currendy  owns 
13  dailies,  including  Fresno  Bee,  in 
California;  15  nondaily  publications. 
Revenues  $540  million  in  1995. 
Family  still  active  in  company. 


McGraw 

$850  million 

McGraw-Hill  Cos.  New  York  City  et  al. 
Pending  Times  Mirror  Higher 
Education  Group  acquisition, 
McGraw-Hill  to  become  world's 
largest  educational  publisher.  Heirs 
of  James  H.  McGraw,  schoolteacher 
who  sold  magazine  subscriptions 
1800s.  Took  stake  in  ailing  railroad 
publication  in  lieu  of  back  pay 
1888;  revived  it.  Acquired  other 
trade  publications.  Founded 
McGraw-Hill  with  partner  John 
Hill  1909:  20  magazines,  book 
business  by  late  1920s.  Today: 
Business  Week,  38  trade  magazines, 
4  TV  stations,  hundreds  of  CD- 
ROM  titles,  book  publishing,  on- 
line database  services,  etc.;  1995 
sales  over  $2.9  billion.  Grandson 
Harold  W.  McGraw  Jr.,  78,  CEO 
1975-88;  blocked  American 
Express  takeover  bid  1979.  Great- 
grandson  Harold  III  (Terry),  48, 
now  president,  COO.  Family  has 
20%  interest. 


Mead 

$860  million 

Consolidated  Papers.  Wisconsin  Rapids,  Wis. 
Illinois  furniture  salesman  George  W. 
Mead  (d.  1961)  took  over  father-in- 
law's  dam  construction  and  paper 


Robert  Boisseau  Pamplin  Jr. 
An  ordained  minister,  he  delivered  a 
sermon  at  his  daughter  Anne's  June 
wedding.  Usually  he's  running  the 
family's  sprawling  textile  concern. 


mill  business  1902.  Built  first  electri- 
cally powered  paper  machine;  rein- 
vested profits.  Company  expanded, 
modernized  under  son  Stanton 
1950-66  (d.  1988).  Grandson 
George  II,  69,  (B.S.  Yale)  president 
1966,  chairman  since  1971.  Frugal, 
conservative;  flies  coach  unless  fre- 
quent-flier points  bump  him  up  to 
first  class.  Consolidated  still  has  first 
account;  also  Forbes.  Now  North 
America's  largest  producer  of  coated 
printing  paper.  Sales  over  $1.5  billion 
last  fiscal  year.  Family  stake  owned  by 
about  80  scattered  heirs. 


Meijer 

$1  billion 

Retailing.  Grand  Rapids,  Mich. 
Recurring  annual  flat  sales  and  brutal 
discount  competition  downgrades 
Meijer  family's  net  worth  by  $200 
million  this  year.  Hendrik  Meijer 
emigrated  from  Holland  1907. 
Opened  barbershop  1914,  added 
storefront.  During  Depression  start- 
ed grocery  to  pay  the  rent.  Food 
store  grew  faster  than  barbershop. 
Son  Frederik  shirked  college  for 
family  business.  Pioneered  "one-stop 
shopping"  concept  with  combination 
grocery,  discount  stores  1960s.  Con- 
cept caught  on;  became  Meijer  Inc., 
now  over  100  hypermarkets. 
Attempt  to  move  into  "warehouse 
clubs"  failed.  Stores  run  by  Fred,  76, 
and  sons:  Hendrik,  44;  Douglas,  42; 
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Mark,  38.  Fred:  "I  am  more  poor 
than  you  think." 


Mellon 

$5.8  billion 

Finance.  Pittsburgh  area 
Andrew  Mellon's  grandfather  arrived 
in  the  U.S.  in  1818.  His  son  Judge 
Thomas  Mellon  studied  law,  attend- 
ed Western  U.  (now  U.  of  Pitts- 
burgh), began  investing  in  coal,  real 
estate.  Successful  enough  to  start 
own  bank  (T.  Mellon  8c  Sons — pre- 
decessor of  today's  Mellon  Bank). 
Resigned  common  pleas  judgeship 
1869:  "I  was  making  too  great  a 
pecuniary  sacrifice."  Sons  Andrew 
and  Richard  B.  developed  holdings 
into  one  of  3  largest  pre -World  War 
I  American  fortunes  (Rockefeller  and 
Vanderbilt  were  other  2).  Andrew 
created  financial  institutions;  early 
venture  capital  projects  included  Gulf 
Oil,  Alcoa.  Named  U.S.  Treasury 
Secretary,  served  1921-32.  Exoner- 
ated of  income  tax  fraud  charges 
after  his  death  in  1937.  Richard 
King,  son  of  Richard  B.,  managed 
family  business  for  3  decades: 
merged  existing  banks,  centralized 
control  in  Pittsburgh.  Revitalized 
Pittsburgh,  instrumental  in  over 
$160  million  going  to  Carnegie- 
Mellon  U. 


Mennen 

$1.1  billion 

Mennen  Co.  Morristown,  N.J. 
Gerhard  Mennen  arrived  in  NYC 
1871  at  age  15.  Worked  for  apothe- 
cary; bought  Newark  drugstore  on 
installment  plan  for  $1,600.  Found- 
ed Mennen  1878.  Known  for  mar- 
keting innovations:  first  talcum 
powder  in  shaker  can,  shaving  cream 
in  tube,  stick  deodorant.  Grew  to  big 
toiletries  name:  Speed  Stick,  Skin 
Bracer.  Also  paper  party  goods:  Paper 
Art,  C.A.  Reed.  Grandson  G. 
Mennen  Williams  became  governor 
Michigan  (d.  1988).  Fierce  competi- 
tion from  multibillion-dollar  market- 
ing giants  convinced  family  to  sell 
company  to  Colgate-Palmolive  for 
$670  million  1992.  Family  got  80% 
in  Colgate  stock,  cash. 


Miner 

$600  million 

Oracle  Corp.  San  Francisco 

Family  of  late  Oracle  cofounder 


Robert  Miner  (d.  1994).  Attended 
George  Washington  University  Law, 
also  School  of  Engineering.  Honed 
programming  skills  at  Applied  Data 
Research  Corp.,  National  Institutes 
of  Health,  IBM's  Federal  Systems 
Division.  Later  designed  minicom- 
puter operating  system  for  Phillips. 
With  Lawrence  Ellison  (see)  founded 
Oracle  Corp.  1977.  Responsible  for 
product  design,  development,  mar- 
keting. Retired  after  lung  cancer 
diagnosis  1994.  Ellison:  "He  did  a 
magnificent  job  and  got  us  to  where 
we  are  today.  I  just  hope  I  can  do  as 
good  a  job  as  he  did."  Widow,  Mary, 
and  3  children,  Nicola,  Justine  and 
Luke,  fiercely  guard  privacy.  Family 
foundation  gives  to  cancer  research. 


Murphy 

$600  million 

Murphy  Oil.  El  Dorado,  Ark. 
Charles  Sr.  ("Mr.  Charlie")  built 
timber  and  farming  operation,  drilled 
for  Louisiana  oil  1907.  Son  Charles 
Jr.,  76,  started  oil  production  compa- 
ny at  16  with  $5,000  from  grand- 
father. Schooling:  private  and  person- 
al. Authors,  professors,  Shakespearean 
actor  tutored  him;  studied  Latin, 
Greek,  French,  Spanish.  "I  don't 
care  about  business  schools.  They 
don't  teach  people  to  think.  You 
get  that  from  the  classics."  At  21, 
took  over  Murphy  Oil  after  father 
suffered  stroke.  Built  successful  oil 
and  gas  company,  but  now  needs 
revitalization.  Nephew  Claiborne  P. 
Deming,  41,  now  running  company, 
selling  some  assets.  Charles  Jr.'s  son, 
R.  Madison  Murphy,  38,  is  chairman. 
Extended  Murphy  clan  owns  25% 
Murphy  Oil  stake. 


Nordstrom 

$1.3  billion 
Retailing.  Seattle 

John  W.  Nordstrom  emigrated  from 
Sweden  to  U.S.  1888  with  $5;  learned 
English  as  mine  worker,  lumberjack; 
made  $13,000  in  1896  Klondike  gold 
rush.  Opened  Seattle  shoe  store  1901; 
retired  1928.  His  3  sons  built  into 
largest  independent  U.S.  shoe  chain 
by  1963.  Family  company  diversified 
into  specialty  retailing,  adding 
women's  fashions;  menswear  1968. 
Public  1971.  Today  83  upscale 
department  stores  in  18  states;  $4.1 
billion  sales.  Incredible  service:  caters 


to  the  needs  of  every  customer. 
Entered  direct  sales  with  first  catalog 
1994.  Realigning  women's  merchan- 
dise: making  room  for  cutting-edge 
designers.  Six  fourth-generation  family 
members  act  as  copresidents. 
Unwieldy,  but  so  far  seems  to  work. 

Norris 

$1.1  billion 

Lennox  International.  Texas  area 
D.W  Norris,  owner  of  Marshall  town, 
Iowa  Times-Republican,  helped 
father-in-law  get  job  by  buying  coal- 
furnace  patent  from  machinist-inven- 
tor Davis  Lennox  for  $40,000.  Pio- 
neered sheet-metal  furnaces;  huge 
success  when  U.S.  moved  to  central 
heating.  Son  John  Norris  developed 
oil  and  gas  furnaces  1930s.  Later, 
refrigeration,  air  conditioners.  John 
Jr.  took  over  1980.  Also  own  Heat- 
craft,  Armstrong  Air  Conditioning. 
Revenues  now  estimated  over  $1.5 
billion.  Ownership  shared  by  more 
than  175  family  members. 


O'Connor 

$440  million 

Inheritance.  Victoria,  Tex. 
Descendants  of  Thomas  O'Connor, 
Irish  immigrant  who  arrived  in  Texas 
early  1830s,  built  up  500,000-acre 
ranching  empire  southern  Texas  (d. 
1887).  Two  sons  expanded  holdings. 
In  mid- 1930s  discovered  "Tom 
O'Connor"  oilfield:  one  of  largest, 
most  productive  in  Texas;  Exxon  has 
big  interest.  Cullen  family  (see)  runs 
wells  for  family.  O'Connors  also 
owned  big  stake  in  Victoria  Bank- 
shares  (place  to  stash  royalty  money), 
recently  sold  to  Nor  west.  Steeped  in 
ranching  tradition,  wealth  preserva- 
tion. "We're  just  caretakers  for  the 
next  generation." 


O'Neill 

$590  million 

Real  estate.  Southern  California. 
Irish-born  Richard  O'Neill  (b.  1825) 
came  to  U.S.  with  family  as  a  child, 
headed  west  for  California  gold  rush, 
found  success  as  rancher:  borrowed  to 
buy  half  of  $457,000  Santa  Margarita 
ranch,  worked  off  debt  over  24  years. 
Grandchildren  inherited  52,000  acres 
1943.  Developed  10,000-acre  Mission 
Viejo  with  Donald  Bren  (see),  sold  to 
Philip  Morris  1972.  Great-grandson 
Anthony  Moiso  now  developing  5,000- 
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tancho  Santa  Margarita  in  Orange 

(bounty. 

Mgott 

$775  million 

Paccar  Inc.  Bellevue,  Wash. 
Descendants  of  William  Pigott  Sr., 
who  founded  Seattle  Car  Manufac- 
turing Co.  1905;  made  railway  cars 
for  logging  industry.  Built  tanks 
WWII.  Entered  truck  manufacturing 
with  1945  purchase  of  Kenworth; 
added  Peterbilt.  Now  a  leading  U.S. 
heavy-duty  truckmaker  with  21% 
market  share;  $4.8  billion  in  rev- 
enues. Also  sells  auto  parts,  winches, 
oilfield  equipment.  Exports  to  over 
30  countries;  now  looking  to  expand 
in  China.  Family  currently  believed  to 
own  approximately  40%;  very  private. 
Grandson  Charles,  67,  chairman  and 
CEO.  Plans  to  resign  December 
1996.  Son  Mark,  42,  current  vice 
chairman,  will  fill  both  positions. 


Pitcairn 

$1.3  billion 

Glass.  Bryn  Athyn,  Pa. 

Devout  Scottish  immigrant  John  Pit- 


cairn (d.  1916)  founded  glassmaking 
plant  on  Allegheny  River  1883,  built 
into  PPG  Industries.  Family  out  of 
active  role  in  company  by  1935; 
retained  14%  equity  interest.  Descen- 
dants admit  they  "inherited  neither 
the  great  financial  wealth  of.  our 
fathers  nor  the  capabilities  and  energy 
required  to  be  creators  and  builders." 
Sold  PPG  stake  1985,  formed  Pit- 
cairn Trust  Co.  to  manage  their 
money,  some  wealthy  outsiders'  too. 
Firm  receives  favorable  reviews  from 
investors.  Family  devoted  to  Sweden- 
borgian  faith:  designers  and  main 
supporters  of  Bryn  Athyn  cathedral. 


Primm 

$530  million 

Primadonna  Resorts.  Las  Vegas 
Ernest  Primm  bought  400  acres  of 
land  and  an  old  gas  station  from  a 
"crusty  Old  West  character  known  as 
Whiskey  Pete"  for  $15,000  in  1952. 
Turned  into  12-room  motel  and 
casino  1977;  named  after  original 
proprietor.  Son  Gary  took  over  after 
father's  death  1981;  expanded 
Whiskey  Pete's  to  current  777  rooms. 


Opened  Primadonna  Resort  & 
Casino  1990.  Latest  addition:  1,239- 
room  Buffalo  Bill's  Hotel  &  Casino 
1994:  boasts  one  of  the  world's 
tallest  roller  coasters  running  through 
the  casino.  "Everybody  driving  the  I- 
15  is  our  customer."  Joint  venture 
with  MGM  slated  to  open  December 
1996:  New  York-New  York,  a  resort 
fashioned  after  the  famous  NYC  sky- 
line. Gary,  CEO/chairman.  Five 
siblings — not  in  casino  business — plus 
Gary  own  more  than  70%  of 
Primadonna  Resorts. 


Pulitzer 

$1  billion 

Pulitzer  Publishing  Co.  St.  Louis  et  al. 
Pulitzer  purchased  16  daily,  30 
nondaily  publications  from  Scripps 
League  Newspapers  July  1996  for 
$214  million.  Descendants  of  Joseph 
Pulitzer  (d.  1911),  Hungarian  immi- 
grant, settled  in  St.  Louis  after  Civil 
War.  Bought  bankrupt  Dispatch 
1878  for  $2,500;  stressed  muckrak- 
ing, yellow  journalism.  Built  national 
chain.  Founded  first  journalism  grad 
school  1903:  Columbia.  Later  estab- 


lished  Pulitzer  Prize.  Company  went 
public  amid  family  dissension  1986. 
Grandson  Joseph  Jr.  (d.  1993)  led 
company  38  years;  brother  Michael, 
66,  current  chairman/chief  executive. 
Pulitzer  also  operates  2  radio  stations, 
9  television  stations.  Became  part- 
owner  of  St.  Louis  (baseball)  Cardi- 
nals 1996. 

Reed 

$1.4  billion 

Timber,  paper.  Seattle  et  al. 
Descendants  of  Sol  G.  Simpson, 
cofounder  Simpson  Timber  in  1890. 
"Sleepy  lumber  company"  until 
1950s,  diversified  into  papermaking. 
Known  for  bargain  hunting,  buying 
timber  properties  at  fire-sale  prices, 
replanting.  Now  over  760,000  acres 
West  Coast  timberland,  including 
200,000  acres  second-growth  Cali- 
fornia redwood.  Simpson's  great- 
grandson  William  Reed,  56,  heading 
company  since  1971.  Bought  out  last 
few  nonfamily  shareholders  1987 
after  legal  battle.  Environmental  pres- 
sure to  limit  timber  harvests  on 
public  lands  adds  value  to  Reed  hold- 


ings. Ownership  split  among  fewer 
than  50  relatives. 

Richardson 

$800  million 

Inheritance.  Greensboro,  N.C.;  Connecticut 
Descendants  of  teacher-turned-phar- 
macist Lunsford  Richardson,  who 
bought  drugstore  1890s.  In  1905, 
with  $8,000  savings,  founded  Vicks 
Family  Remedies  (picked  name  from 
ad  for  Vick's  Seeds).  Main  product: 
Vicks  VapoRub.  Aromatic  ointment 
caught  on  during  flu  epidemic  1918- 
19.  Family  added  other  over-the- 
counter  products.  Richardson-Mer- 
rell  sold  to  Dow  Chemical  1981  for 
$80  million  stock.  Richardson-Vicks 
later  merged  into  P8cG  for  another 
$400  million.  Holdings  in  Lexington 
Global  Asset  Managers,  Chartwell 
RE  Corp.,  Vanguard  Cellular.  Over 
200  heirs  share  fortune. 

Robinson 

$450  million 

Real  estate.  Kauai,  Hawaii 

Scottish  ancestors  arrived  Niihau, 

Hawaiian  island,  1863.  Bought  it 


from  King  Kamehameha  V  for 
$10,000  in  gold.  Later  added 
50,000-plus  acres  on  Kauai's  unde- 
veloped west  side.  Passionate  preser- 
vationists: some  3  dozen  family  mem- 
bers oppose  development.  Family 
farms  sugarcane;  also  cattle.  Preserves 
last  pure  Hawaiian  community  (pop. 
200)  on  Niihau.  Patriarch  Warren 
Robinson:  "I'm  still  a  cowboy."  But 
cash  flow,  inheritance  taxes  a  prob- 
lem. Developing  ecotourism  venture 
on  family  island,  rain  forest:  wild 
boar,  ram  safaris,  resort-cottage  com- 
plex, but  developing  slowly  (see  p. 
20).  Robinson  waterfall,  helicopter 
used  in  Jurassic  Park. 

Rockefeller  (John  D.) 

$6.5  billion 

Standard  Oil.  New  York  City  et  al. 
Descendants  of  John  D.  Rockefeller, 
America's  first  billionaire  and  founder 
of  Standard  Oil.  Thrifty  accounting 
clerk  who  set  up  merchant  grain  busi- 
ness 1858;  with  $4,000  capital,  made 
first  investment  in  oil  refining.  Seven 
years  later:  Standard  Oil.  Furor  led  by 
muckrakers  forced  breakup  1911. 


John  Jr.,  married  Abby 
Ldrich,  daughter  of  Senator  Nelson 
drk  h .  Father  and  son  donated  over 
$  I  billion  to  charity.  John  D.  Jr.  had 
6  children:  daughter  Abby,  5  sons 
(the  Brothers):  J.D.III,  Nelson, 
Winthrop  (all  deceased),  Laurance 
and  David  (see  both).  Nelson: 
("Rocky,"  d.  1979),  4-term  liberal 
GOP  N.Y.  governor,  Vice  President 
under  Ford.  John  D.  IV:  son  of  John 
D.  Ill,  (d.  1978),  Democratic  W.Va. 
senator  (also  governor  1977-84). 
David  Jr.:  apparent  leader  of  his  gen- 
eration (a.k.a.  the  Cousins).  Standard 
Oil  was  the  source  of  another  fortune 
for  the  family.  John  Sr.'s  brother, 
William  (d.  1922),  left  his  heirs  a  sub- 
stantial inheritance,  believed  to  be 
now  worth  at  least  $500  million,  per- 
haps considerably  more. 


Rollins 

$780  million 

Inheritance.  Atlanta;  Wilmington,  Del. 
Heirs  and  brother  of  O.  Wayne 
Rollins:  farm  boy  who  worked  72- 
hour  week  for  $10  in  textile  mill 
during  Depression.  Younger  brother 
John  came  into  business,  a  onetime 
used  car  dealer  who  became 
Delaware's  lieutenant  governor  mid- 
1960s.  Brothers  built  separate  inter- 
ests. John  W.:  owns  Brandywine, 
Dover  Downs  raceways  in  Delaware; 
other  real  estate,  stock.  O.  Wayne: 
pest  control  (Orkin  Exterminating), 
media  (Rollins  Communications),  oil 
and  gas,  security  systems,  real  estate, 
etc.  O.  Wayne  died  1991.  Sons:  R. 
Randall,  64,  chairman  and  CEO 
Rollins,  Inc.;  Gary  W.,  52,  president 
Rollins,  Inc.  Plan  to  take  raceway 
Dover  Downs  public  this  fall;  cash 
proceeds  to  pay  debt,  expand  gam- 
bling and  track  seating. 


Sammons 

$550  million 

Cable  TV,  insurance.  Dallas 
Orphan  Charles  A.  Sammons  born 
Oklahoma  1898,  raised  by  aunt. 
Started  as  grain  and  hay  merchant; 
founded  Postal  Indemnity  Co.  in 
Waco,  then  Reserve  Life  Insurance  in 
Dallas.  Moved  into  cable  TV  after 
WWII:  "Cable  is  like  Alice  in  Won- 
derland. You  have  to  run  just  to  keep 
up."  Died  1988  after  arranging 
estate:  60%  to  foundations,  10%  in 
ESOP,  30%  for  family.  Descendants 


E.W.'s  death.  Son  James  G.  started 
Scripps  League  Chain  1931;  today 
considered  "low-key  operation." 
Original  Scripps  company  IPO  1988; 
now  15  dailies  in  11  states.  Diversi- 
fied: Scripps  Howard  Broadcasting 
(TV,  radio,  cable)  merged  into  parent 
1994;  also  cable  TV  programmer 
Cinetel  Productions.  Selling  cable  sys- 
tems to  Comcast  Corp.  for  $1.6  bil- 
lion Comcast  stock.  Wealth  in  family 
trust  that  terminates  after  death  of  the 
last  of  E.W.'s  4  grandchildren. 


The  average  number  of 
children  of  The  Forbes 
Four  Hundred  is  2.88. 

still  own  Midland  National  Life.  Sold 
cable  1995:  60%  to  Marcus  Cable  for 
$1  billion,  40%  to  TCI-led  consor- 
tium for  $800  million.  Fortune  split 
among  only  child,  Maryanne  Sam- 
mons Cree,  and  11  or  so  of  her 
descendants. 


Sen  wan 

$1.5  billion 

Frozen  pizza,  food  delivery.  Marshall,  Minn. 
Marvin  Schwan  (d.  1993)  put  self 
through  college,  joined  milk  bottling 
business  started  by  father,  a  German 
immigrant  who  arrived  Minnesota 
1921.  Took  business  on  road  to  beat 
local  price  cap.  Isolated  families  in 
rural  Minnesota  eager  to  buy  more 
than  milk  from  Schwan  trucks:  frozen 
foods,  groceries,  etc.  Ran  with  con- 
venience-stores-on- wheels  concept, 
expanded  routes  to  include  suburbs, 
some  urban  areas.  Built  Schwan  Sales 
Enterprises  to  2,500  trucks  in  48 
states.  Delivered  frozen  pizzas  to 
school  cafeterias,  hospitals,  etc.  Now 
has  as  much  as  90%  institutional  pizza 
market.  Sales  estimated  over  $2  bil- 
lion. Marvin's  heirs  said  to  be  up  in 
arms  over  disposition  of  estate. 

Scripps  (E.W.) 

$2.6  billion 
Publishing.  Cincinnati 

Descendants  of  E.W.  Scripps  (d. 
1926),  who  founded  Cleveland  Press 
age  24,  1878;  founded  UPI.  Built 
nation's  once-largest  newspaper  chain, 
Scripps  Howard.  Long  history  of 
family  feuds:  bitter  estrangement  from 
half-brother  James  (see  J.E.  Scripps 
family).  Other  children  broke  away  at 


Scripps  (J.E.) 

$1  billion 

Newspapers.  Detroit  et  al. 
English  immigrant  James  Edmund 
Scripps  arrived  in  Illinois  1844.  Half- 
brother  of  E.W.  Scripps  (see).  Started 
Detroit  News  1873,  kept  stories 
short,  simple  for  minimally  educated 
factory  workers;  kept  paper  cheap. 
Circulation  rocketed  to  5  times  near- 
est competitor's.  Formula  worked  in 
Cleveland,  Cincinnati,  other  cities. 
Bitter  split  with  E.W.;  J.E.  merged 
with  other  papers,  built  Evening 
News  Association.  Great-grandson 
Peter  Bruce  Clark  sold  to  Gannett  for 
$717  million  1986.  George  Booth, 
Scripps  executive  who  married  into 
family,  started  Booth  Newspapers, 
sold  to  Newhouse  for  $300  million 
1976.  Fortune  spread  among  more 
than  200  relatives. 


Searle 

$1.2  billion 

Inheritance,  drugs.  Chicago 
Gideon  Daniel  Searle  bought  small 
Indiana  drugstore  1888.  Got  into 
drugmaking  business  as  G.D.  Searle. 
Grandson  John  president  1936: 
introduced  motion  sickness  remedy 
Dramamine;  also  first  oral  contracep- 
tive. John's  son  Daniel  CEO  1966- 
77:  made  bad  acquisitions,  probe  by 
FDA  blackened  Searle's  image. 
Former  defense  secretary  Donald 
Rumsfeld  turned  company  around. 
Sold  out  to  Monsanto  1985.  Fortune 
now  diversified,  monitored  by  G.D. 's 
great-grandchildren  William  and 
Suzanne. 


Smith  (Byron) 

$2.8  billion 

Illinois  Tool  Works.  Chicago  et  al. 

Scions  of  Solomon  A.  Smith,  early 

president  Merchants'  Savings,  Loan 
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"For  brighter  smiles, 
we  recommend  the 
Ford  Citibank  Card!' 


Stuart  and 
Sheila  Farbman 

Dentist  and 
Dental  Assistant 
Saved  $1,600 


Stuart  and  Sheila  Farbman  have  a 
practice  outside  their  practice.  Every 
time  they  use  the  Ford  Citibank  Card, 
they  get  5%  back.  So  can  you.  And  that 
can  add  up  to  a  huge  money-saving 
Ford  Rebate*  toward  the  purchase  or 
Red  Carpet  Lease  of  any  new  Ford, 
Lincoln,  or  Mercury.  So  make 
your  best  deal  an  even  better 
one.  And  start  smiling  today. 
Call  us  at  1-800-374-7777 
for  the  Ford  Citibank  Card. 


02/ ^ 


The  No -Annual-Fee  Ford  Citibank  Card. 

It's  just  too  good  to  pass  up. 


"Ford  Rebate  maximum  of  $700/year.  $3,500  over  5  consecutive  years.  Details  provided  upon  cardmembership.  ©1996  Citibank  (South  Dakota),  N.A.  Member  FDIC. 

http://WWW.FORD.COM/FORD  CITIBANK 
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&  Trust  Co.  Son  Byron  founded 
rhern  Trust  1889;  family  still  has 
large  holdings.  Financed  2  Swedish 
toolmakers  to  form  Illinois  Tool 
Works  1912;  later  took  control. 
Expanded  into  fasteners,  screws, 
washers.  Great-grandson  Harold  (d. 
1990)  diversified  into  packaging  sys- 
tems, engineering  components,  med- 
ical and  computer  supplies.  Over  past 
5  years,  expanded  aggressively,  aver- 
aging 20  acquisitions  per  year.  Cur- 
rently 360  operations  in  34  countries. 
Family  holds  25%.  Harold  Smith  Jr., 
62,  (Princeton,  Northwestern 
M.B.A.)  now  heads  Illinois  Tool 
Works  executive  committee.  Also 
chairman  of  Illinois  GOP;  led  state's 
1994  election  sweep. 

Smith  (Charles  E.) 

$600  million 

Real  estate.  Washington,  D.C. 
Russian  immigrant  Charles  E.  Smith, 
now  95,  started  building  business  in 
Brooklyn,  lost  shirt  in  Depression. 
To  Washington,  D.C;  lost  big  in  first 
venture  there,  considered  career 
change:  bartender;  wife  talked  him 
out  of  it.  Back  into  building  apart- 
ments, luck  finally  improved.  Son 
Robert  joined  1950.  Pair  amassed 
land,  including  railroad  yard  in 
Arlington,  Va.;  yard  now  Crystal 
City,  vast  commercial  property  hold- 
ing; also  Skyline  City,  more  office 
space  in  Virginia.  Total  land  up  to  16 
million  square  feet.  Navy  relocation 
could  be  big  problem  for  Crystal 
City.  Charles'  son  Robert,  68,  and 
son-in-law  Robert  Kogod  run  com- 
pany. Took  public  Charles  E.  Smith 
REIT  in  1994,  more  than  11,000 
apartments. 

Smith 

$1  billion 

Broadcasting.  Baltimore 
This  low-profile  media  fortune  got  its 
start  in  1965  when  engineer  Julian 
Smith  quit  his  job  at  Martin  Marietta 
and  mortgaged  everything  he  owned 
to  buy  a  broadcasting  license.  Julian's 
second  son,  David,  was  bitten  by  the 
entrepreneurial  bug,  too:  he  dropped 
out  of  electronics  school  in  1979  to 
start  Comark,  a  television  transmitter 
company,  with  $20,000  seed  money. 
Sold  Comark  in  1986  for  $5  million. 
"My  father  was  too  much  of  a  vision- 
ary to  care  about  profits,"  David  says. 


"What  I  wanted  was  purely  to  make 
money."  Joined  the  ailing  Julian  in 
1981,  engineered  buyout  of  outside 
investors  in  1986.  With  debts  under 
control,  Dave  began  acquisition 
march  with  WPGH  in  Pittsburgh  in 
1991  for  $55  million  cash,  now 
worth  over  $300  million.  Sinclair 
Broadcast  Group  now  owns  28  tele- 
vision stations,  34  radio  stations  in  15 
states.  Now  moving  into  broadcast 
modems:  plans  to  deliver  Internet 
content  over  the  air. 

Stryker 

$580  million 

Stryker  Corp.  Kalamazoo,  Mich. 
Grandchildren  of  Homer  Stryker, 
orthopedic  surgeon,  invented  mobile 
hospital  bed.  Received  Army  contract 
during  WWII;  turned  to  civilian 
market  afterward  with  professional 
managers'  help.  Son  Lee  (d.  1976) 
ran  company.  Invented  new  products 
like  cast  cutter  that  spares  patient's 
skin.  Chairman  John  Brown  (non- 
family  member)  took  over  1977; 
public  1979.  Develops  surgical 
instruments,  bone  implants,  replace- 
ment joints,  hospital  beds.  Acquired 
Dimso,  French  producer  of  spinal 
implants  1992.  Bought  majority  stake 
in  Japanese  distributor  Matsumoto 
Medical  Instrument.  Family  stake  in 
trust  controlled  by  Lee's  children, 
Ronda,  Patricia,  Jon. 

Stuart 

$825  million 
Carnation  Co.  Seattle 

Grandfather  Elbridge  Amos  Stuart 
founded  Carnation  Co.  1899  in 


George  Mitchell  has 
the  most  children:  10. 


Kent,  Wash.  Paid  $25,000  for 
German  evaporated  milk  process, 
supplied  prospectors  en  route  to 
Yukon.  Overtook  leader  Pet  with 
unsweetened  canned  milk  (Pet's  was 
heavily  sugared).  Famous  tag  line: 
"From  contented  cows."  Built  major 
food  company.  Much  later:  Coffee- 
mate,  Instant  Breakfast,  Friskies,  etc. 
Sold  to  Nestle  1985  for  $3  billion. 
Grandson  Dwight:  72.  Divorced  4 
times;  5  children.  President  1973-83; 
had  idea  to  sell  family's  one-third 
share.  Brother  Elbridge:  79.  Married 
to  noted  paleontologist  Marion 
Butler  Stuart;  3  children.  Carnation 
vice  president  to  1961;  lives  on  Ida- 
ho ranch. 

Sulzberger 

$600  million 

Publishing.  New  York  City 
Tennessee  newsman  Adolph  Ochs  (d. 
1935)  bought  New  York  Times  1896 
for  $75,000;  alternative  to  era's 
"yellow  journalism."  Built  one  of 
world's  most  respected  newspapers. 
In  1950s,  1960s:  labor  costly,  readers 
fled  to  suburbs.  Grandson  Arthur 
Ochs  (Punch)  Sulzberger  revamped 
1970s:  new  design,  special  sections 
recaptured  elite  readers.  Also  diversi- 
fied: 21  newspapers,  10  magazines,  6 
TV,  2  radio  stations.  Acquired 
Boston  Globe  for  $1.1  billion  1993. 
This  year  marks  100  years  of  control 
of  the  Times  by  the  Sulzberger  and 
Ochs  families.  Punch,  70,  publisher 
29  years,  now  chair,  CEO;  his  son 
Arthur  Jr.,  45,  now  publisher,  most 
likely  candidate  to  take  reins  when 
father  resigns.  "Gray  Lady"  on-line 
June  1994.  Family  also  owns  Chat- 
tanooga Times. 

Swig 

$575  million 

Real  estate.  San  Francisco 
Descendants  of  Ben  Swig,  who 
worked  real  estate  deals  in  Boston 
while  partner  Jack  Weiler  operated  in 
NYC.  Ben  moved  to  San  Francisco 
1946.  Together,  families  built, 
bought  hotels,  residential  and  com- 
mercial properties.  Swig,  Weiler  & 
Arnow  currently  more  than  5  million 
square  feet,  largely  New  York  City 
office  space.  Ben  died  1980;  his 
family  bought  Weilers  ("non-growth- 
oriented")  from  hotel  operations 
1982.  Ben's  son  Richard,  71,  chair- 
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Ancient  Play  club,  ca.  1700 


Hugh  Philp  Playclub,  ca.  1820 


John  Allan  Playclub.  ca.  1880 


Ben  Say er  Driver,  ca.  1890 


MacGregor  Master  30  Driver,  ca.  1930 


Taylor-Made  Metalwood,  ca.  1979 


Callaway  Big  Bertha,  ca.  1991 


Titanium  Burner  Bubble,  ca.  1996 


Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 

the  eternal  search  for  better  scores,  evolutions  in  golf  club       allocation  techniques,  supported  by  innovative  information 


|  l:sign  have  given  players  better  control  of  their 
tots.  The  same  applies  in  portfolio  manage- 
ent.  Which  is  why  significant  investors  rely  on 


The  Private  Bank 


technology  and  communications  systems,  and 
in-depth  knowledge  of  global  financial  markets. 
If  you  have  substantial  assets  to  invest,  call 


e  expertise  of  Union  Bank  of  Switzerland.  UBS'  portfolio  Roger  Wacker  at  (213)  489-0600.  Find  out  why  core  portfolios 
anagement  team  provides  clients  with  the  most  up-to-date  asset       managed  by  UBS  have  meant  financial  security  for  generations. 


on  Bank  of  Switzerland,  444  South  Flower  Street,  Los  Angeles,  CA  90071  Telephone:  (213)  489-0600.  Other  offices  in  North  America:  New  York,  Chicago.  Houston,  San  Francisco,  Toronto,  Montreal. 
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aan;  other  son,  Mel,  died  1993. 
Brother-in-law  Richard  Dinner,  75, 
recently  retired.  Democrats,  philan- 
thropists. Ben's  philosophy:  "Give  it 
away  while  you're  alive,  because  there 
are  no  pockets  in  shrouds." 


Taylor 

$700  million 
Publishing.  Boston 

General  Charles  H.  Taylor  (d.  1921 ) 
revived  fading  Boston  Globe  1872 
with  funding  from  Eben  Jordan  (see 
family);  families  established  co-own- 
ership of  Globe.  Expanded  readership 
to  working  class;  aligned  with  Demo- 
cratic Party  early  1900s.  Globe's 
management  since  dominated  by  4 
successive  generations  of  Taylors. 
William  O.,  64,  great-grandson  of 
general,  ran  company  under  Affiliat- 
ed Publications;  acquired  by  New 
York  Times  for  $1.1  billion  1993; 
now  Globe  publisher.  Early  investor 
in  McCaw  Cellular,  acquired  by 
AT&T  1994. 


Temple 

$825  million 

Timber,  containers.  Diboll,  Tex. 
Descendants  of  Thomas  Louis  Latane 
Temple  Sr.,  cofounder  Southern  Pine 
Lumber  Co.  1894  with  7,000  acres 
East  Texas  timber.  At  his  death 
(1934):  200,000  debt-ridden  acres. 
Grandson  Arthur  Jr.  took  over  1951; 
by  1973  half- million  acre  forest  earn- 
ing $9.6  million  a  year.  Merged  with 
publisher  Time  Inc.  1973.  Arthur  Jr. 
Time  chairman  1978-83.  Temple- 
Inland,  corrugated  container  produc- 
er, spun  off  1984.  Arthur,  76,  retired. 
Son  Arthur  (Buddy)  III,  54,  die-hard 
Democrat,  once  had  political  aspira- 
tions; now  heads  family  investment 
company.  Temple  Foundation  holds 
$300  million  assets;  grants  $15  mil- 
lion each  year. 


Upjohn 

$3.2  billion 

Upjohn  Co.  Kalamazoo,  Mich.  etal. 
Descendants  of  William  Erastus 
Upjohn,  inventor  of  first  dissolvable 
pill.  Founded  Upjohn  Pill  &  Granule 
Co.  with  brothers  1885;  bought 
them  out.  Company  went  public 
1958.  Developed  Phenolax,  premier 
flavored  laxative  (mint),  1908; 
Rogaine,  baldness  treatment,  1988; 
injectable    contraceptive  Depro- 


Provera  1993.  Patent  expirations: 
Halcion  (sleeping  pill);  Xanax 
(antianxiety);  Ansaide  (anti-inflam- 
matory); Micronase  (diabetes). 
Swedish  drugmaker  Pharmacia  AB 
and  Upjohn  merged  through  a  tax- 
free  stock  swap  November  1995;  new 
entity,  Pharmacia  &  Upjohn,  tnc, 
one  of  world's  10  largest  pharmaceu- 
tical companies.  Family  spread  out, 
but  many  in  Kalamazoo  area. 


Ward 

$575  million 

Russell  Stover  Candies.  Kansas  City,  Mo. 
Louis  Larrick  Ward  (died  in  Febru- 
ary): Stanford,  Navy  WWII,  bought 
small  paper  box  company  1950.  One 
customer:  Russell  Stover.  Bought 
control  for  $7.5  million,  took  public 
1960.  "There  are  only  so  many  ways 
you  can  put  chocolate,  butter,  cream, 
eggs,  milk,  fruit  and  nuts  together. 
The  real  competition  is  in  the  pack- 
aging." Brought  automatic  packag- 
ing, economies  of  scale  to  boxed 
chocolate;  spread  fixed  costs  over 
huge  volume.  Took  private  1981. 
Now  dominant  in  market.  Acquired 
Whitman's  Candies  1993.  After 
Louis'  stroke  1993,  sons  Scott  and 
Tom  took  over  company,  expanded. 

Watson 

$575  million 

Real  estate.  Southern  California  area 
Progenitor  Juan  Jose  Dominguez, 
Spanish  soldier,  was  awarded 
76,000-acre  land  grant  1784  by 
King  Carlos  III  of  Spain  for  service 
in  what  is  now  Los  Angeles  and 
Mexico.  Juan  bequeathed  Rancho 
San  Pedro  to  nephew  Cristobal, 
whose  granddaughter  Marie  Dolores 
married  Scottish  gunslinger  James 
Watson  1855:  "a  deadlier  shot  never 
fingered  a  revolver."  Their  great- 
granddaughter  Susana  married 
William  Huston,  now  chairman 
Watson  Land  Co.,  owned  by  some 
90  family  members.  Massive  south- 
ern California  real  estate  holdings: 
offices,  warehouses,  business  parks; 
also  oil  interests. 


Weyerhaeuser 

$1.3  billion 

Timber,  paper.  St.  Paul,  Tacoma  et  al. 
German  immigrant  Frederick  Weyer- 
haeuser (d.  1914)  worked  in  Illinois 
sawmill,  bought  it  out  of  bankruptcy 


1857  with  brother-in-law.  Cut  mas- 
sive swath  through  forests  of  north 
central  U.S.  to  Pacific.  Bought 
900,000  acres  timberland  at  $6  per 
acre  from  railroad  pioneer  James  Hill 
1900.  Merged  several  companies  to 
form  Weyerhaeuser  Co.,  with  sepa- 
rate directorates  eliminated  by  Fred- 
erick's grandson  John  Philip  Jr. 
1947.  Pioneered  tree-farming  tech- 
niques 1940s,  won  praise  of  environ- 
mentalists: "The  best  of  the  s.o.b.s." 
Pacific  Northwest  business  jugger- 
naut. Frederick's  great-grandson 
George,  70,  retired  as  CEO  1991. 
Fortune  spread  among  more  than 
260  heirs. 


Whittier 

$800  million 
Oil.  Southern  California. 
Descendants  of  Mericos  H.  (Max) 
Whittier,  cofounder  Belridge  Oil 
1911.  Bought  option  on  Bakersfield 
property  when  oil  discovered  seep- 
ing from  ground.  President  of  Bel- 
ridge until  death  1925.  Son  Leland 
president  1965-79;  secretive: 
driver's  license  didn't  have  home 
address  (San  Marino,  Calif).  Two 
families  sold  out  to  Texaco,  Mobil 
1930s;  Whittier,  Buck,  Green  fami- 
lies sold  to  Shell  for  $3.6  billion 
1979;  at  time  biggest  takeover  ever. 
Whittier  family  netted  $475  million. 
Assets  include  small  oil  company 
M.H.  Whittier.  Philanthropists;  low- 
profile. 


Wirtz 

$650  million 

Real  estate,  sports.  Chicago 
Arthur  Wirtz,  Chicago  cop's  son, 
began  buying  real  estate  1922; 
owned  or  managed  80  lakefront 
properties  within  5  years,  then 
cleaned  up  in  wake  of  Depression, 
snapping  up  cheap  real  estate  with 
grain  speculator  James  Norris.  Next 
on  agenda:  sports.  Brought  figure 
skater  Sonja  Henie  to  U.S.  1936; 
bought  several  sports  arenas,  includ- 
ing Madison  Square  Garden;  sold 
some,  after  1957  antitrust  suit;  died 
1983.  Son  William,  67,  runs  family 
liquor  distributorships,  real  estate, 
banking.  Family  still  cutting  imposing 
figure  in  sports:  owns  hockey's  Black- 
hawks,  piece  of  NBA  champion  Bulls; 
50%  of  Bulls'  new  stomping  ground, 
United  Center. 


320 


Forbes  400  ■  October  14,  1996 


AIM  International  Eauity  Fund 


AIM  International  Equity  Fund  Investment  Results  as  of  June  30,  1996 


Average  Annual  Total  Returns 


Inception  (4/7/92)  

3  Years  

1  Year   


.14.78% 

14.95 

15.06 


Growth  of  $10,000 

$17,925 
15,188 
11,505 


Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM'S 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 
1-800-246-4246 


AIM 


Source:  Morgan  Stanley  International  Perspective,  through  June  30,  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions,  changes 
l  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth 
lore  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  structure  and  Fund 
xpenses.  A  I  M  Distributors,  Inc.  9/96. 
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is  year  53  people  fell  off  The  Forbes  Four 
indred,  few  because  their  fortunes  fell. 

Death  and 
disappointment 


Died 

Coulter,  Joseph  R. 

Medical  equipment.  Miami  area 
Died  last  November  age  71.  Older 
brother  Wallace  (see)  still  on  list. 

Ellis,  Alpheus  Lee 

Banking.  Tarpon  Springs,  Fla. 
Died  last  October  age  89.  Fortune  split 
between  heirs  (see  Martin  family). 

Flint,  Lucile  du  Pont 

Inheritance  (Du  Pont  Co.).  Greenville,  Del. 
Died  in  April  age  80  (see  Br e din, 
et  al.). 

Goldman,  Rhoda  Haas 

Inheritance  (Levi  Strauss).  San  Francisco 
Died  in  February  age  71  of  heart 
attack  (see  Richard  Goldman). 

Hardie,  Mary  Jane  Hoiles 

Publishing.  Marysville,  Calif. 

Died  this  spring  age  74  (see  Hoiles 

family). 

Packard,  David 

Hewlett-Packard.  Los  Altos  Hills,  Calif. 
Died  in  March  age  83  after  com- 
plications from  pneumonia.  Most 
of  estate  left  to  foundation  (see 
David  Packard). 

Reinhart,  Dewayne  B. 

Wholesale  foods.  La  Crosse,  Wis.  ■ 

Died  in  April  age  75.  Fortune  left  to 

4  children,  10  grandchildren. 

Rinker,  Marshall  Edison  Sr. 

Concrete.  Palm  Beach,  Fla. 

"Doc"  died  in  April  age  90,  leaving 

estimated  $370  million  fortune. 

Sakioka,  Katsumasa 

Real  estate.  Costa  Mesa,  Calif. 

Roy  died  October  1995  age  97.  Real 

estate  fortune  left  to  6  children. 


Terra,  Daniel  James 

Lawter  International.  Northbrook,  III. 
Died  in  June  age  85. 

Left  Behind 

Ackerman,  Peter 

Junk  bonds.  Washington,  D.C.  49 

The  former  Drexel  executive  and 

Michael  Milken  protege  falls  short. 

Ashton,  Alan  C. 

WordPerfect.  Orem,  Utah.  54 

Sold  his  company  for  Novell  stock, 

which  lately  has  been  languishing. 

Bass,  Anne  Hendricks 

Divorce.  NYC,  Fort  Worth.  55 

Ex-wife  of  Sid  Bass  (see),  pillar  of 

society  didn't  keep  pace  (see  p.  325). 

Behring,  Kenneth  Eugene 

Real  estate.  Blackhawk,  Calif.  68 

Recent  efforts  in  Seattle,  including 

football's  Seahawks,  subpar. 

Bloch,  Henry  Wo  11  man 

H&R  Block.  Shawnee  Mission,  Kans.  74 
Tax  specialist's  stock  down,  strug- 
gling to  unload  CompuServe  unit. 


Boyd,  William  Samuel 

Casinos.  Las  Vegas.  54 

Boyd  Gaming  Corp.  stock  down. 

Brennan,  Bernard  F. 

Montgomery  Ward.  Chicago.  58 

Though  sales  hit  $7  billion,  retailer's 

earnings  dropped  precipitously. 

Brown,  Jack  Eugene 

Oil.  Midland,  Tex.  71 

With  partner  Cyril  Wagner  Jr.  (see) 
short  of  this  year's  minimum. 

Carver,  Lucille 

Bandag,  Inc.  Muscatine,  Iowa.  79 

Her  shares  of  Bandag  down  since 

last  year  (see  Carver  family). 

Cook,  Jane  Bancroft 

Inheritance  (Dow  Jones).  Mass.;  Fla.  84 
Gave  up  control  over  family's  Dow 
Jones  shares  (see  Bancroft  family). 

Cook,  Scott  D. 

Intuit.  Menlo  Park,  Calif.  43 

Intuit  stock  down  from  last  year. 

Cumming,  Ian 

Banking,  insurance.  Salt  Lake  City.  55 

His  Leucadia  stock  didn't  keep  pace. 

du  Pont,  Willis  Harrington 

Inheritance  (Du  Pont  Co.).  Palm  Beach.  60 
Son  of  Lammot  du  Pont.  Fortune 
estimated  at  $390  million. 

Eisner,  Michael  D. 

Walt  Disney  Co.  Los  Angeles.  54 

Eisner  should  have  exercised  some 

of  those  Disney  options  (see  p.  324). 

Fritz,  Lynn  C. 

Shipping  agent.  San  Francisco.  53 

Shares  in  his  Fritz  Companies  stock 

down  sharply  since  last  year. 

Harbert,  Raymond 

Inheritance.  Birmingham,  Ala.  37 

Wealth  now  correctly  attributed  to 

mother  Marguerite  Harbert  (see). 

Hill,  Margaret  Hunt 

Inheritance,  oil.  Dallas.  80 

Failed  attempts  to  boost  oil  reserves, 

new  details  reveal  dwindling  trust. 


Hoiles,  Harry  Howard 

Publishing.  Colorado  Springs.  80 
Still  worth  over  $400  million 
Hoiles  family). 


(see 
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Jacobs,  Jeremy  Maurice 

Sports  concessions.  East  Aurora,  N.Y.  56 
Business  flat,  but  net  worth  still  esti- 
mated at  over  $400  million. 

Jacobs,  Richard  E. 

Shopping  centers.  Lakewood,  Ohio;  NYC.  71 
His  playoff- bound  baseball  Indians 
boost  net  worth  over  $400  million. 

Keck,  Howard  Brighton 

Inheritance  (oil).  Los  Angeles.  83 
The  Superior  Oil  scion  falls  off  the 
list  this  year,  but  is  still  worth  $415 
million  (see  p.  324). 

Lauder,  Estee 

Cosmetics.  New  York  City.  Ageless. 

Shares  in  Estee  Lauder  Co.  now  held 

by  sons  Leonard,  Ronald  (see  both). 

Marshall,  James  Howard  III 

Inheritance  (oil).  Pasadena,  Calif.  60 
Wealth  now  attributed  to  younger 
brother  E.  Pierce  (see). 

McEvoy,  Nan  Tucker 

Publishing.  San  Francisco.  77 

Still  worth  over  $370  million  (see  de 

Young  family) . 

McGlothlin,  James 

Coal.  Bristol,  Tenn.  55 

Coal  business  hurting  but,  with  fam- 
ily, still  worth  over  $400  million. 

Milstein,  Monroe  Gary 

Burlington  Coat  Factory.  Burlington,  N.J.  69 
Stock  is  down,  but  family's  holdings 
still  worth  over  $300  million. 

Pearson,  Edith  du  Pont 

Inheritance.  Montchanin,  Del.  84 
Daughter  of  Lammot  du  Pont. 
Still  worth  over  $390  million. 

Posner,  Victor 

Financier.  Miami  Beach.  78 
Bankruptcies,  convictions,  penalties, 
family  squabbling.  No  surprises  here. 

Roberts,  Ralph  J. 

Comcast  Corp.  Coatesville,  Pa.  76 

His  Comcast  shares  down  sharply. 

Saul,  Bernard  Francis  II 

Banking,  real  estate.  Chevy  Chase,  Md.  64 
Short  of  this  year's  minimum. 

Scharbauer,  Clarence  Jr. 

Inheritance  (oil,  land).  Midland,  Tex.  71 
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Still  collects  plenty  of  oil  royalties, 
but  not  enough  to  stay  on  list. 

Simmons,  Richard  Paul 

Allegheny  Ludlum.  Sewickley,  Pa.  65 

His  shares  of  the  big  steelmaker 

down  since  last  year. 

Smith,  Athalie  Irvine 

Inheritance,  lawsuits.  Va.;  Calif.  63 
Heiress  of  Orange  County's  Irvine 
Ranch  failed  to  keep  pace. 

Smith,  Frederick  Wallace 

Federal  Express.  Memphis.  52 

Still  king  of  overnight  delivery,  but 

FedEx  up  only  slightly  (see  p.  324). 

Solheim,  Karsten 

Ping  golf  clubs.  Phoenix.  85 

Failure  to  pursue  red-hot  titanium 

woods  leaves  him  short  of  the  green. 

Solomon,  Russell 

Tower  Records.  Sacramento,  Calif.  71 
Best  music  chain  in  nation,  but  mar- 
gins being  squeezed  (see  p.  325). 

Solow,  Sheldon  Henry 

Real  estate.  New  York  City.  68. 

New  life  for  Manhattan  real  estate, 

but  not  enough  to  stay  on  list. 

Spanos,  Alexander  Gus 

Construction.  Stockton,  Calif.  74 

His  team  lost  the  Super  Bowl  last 

year.  Other  assets  didn't  keep  pace. 

Speer,  Roy  Merrill 

Home  Shopping  Network.  Bahamas.  64 
Stocks  were  flat.  Maybe  Barry  Diller 
can  breathe  new  life  into  Silver  King. 

Steinberg,  Saul  Phillip 

Financier.  NYC.  57 

His  Reliance  shares  down  since  last 
year;  art  collection  overvalued. 

Tate,  Jack  P. 

Baby  Superstore.  Greenville,  S.C.  52 

His  Baby  Superstore  stock  now 

worth  less  than  $200  million. 

Tyson,  Barbara 

Tyson  Foods.  Fayetteville,  Ark.  47 

New  information  over  control  of 

trust  removes  her  from  list. 

Wagner,  Cyril  Jr. 

Oil.  Midland,  Tex.  62 

Oil  assets  not  enough  this  year. 


It's 

Business  Jet  Solution 
For  People  Who 
Never  Thought 
They  Could  Afford 
A  Business  Jet. 

All-inclusive  fractional  ownership 
of  Learjet*  and  Challenger'6 
aircraft  with  costs  tailored 
to  your  exact  requirements. 
Call:  1-800-590-JETS 


1 


BUSINESS 

JetSoliitions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


Education? 
Retirement? 

Peace  of  Mind? 

■ 

You  have  your 
reasons. 


Whether  it's  for  education, 
retirement  or  simply  for  the 
peace  of  mind  that  comes  from 
knowing  your  money  will  be 
there  when  you  need  it. 

Ask  your  employer  or  banker 
about  saving  with 
U.S.  Savings  Bonds. 


merica  V/.  I 


Take 
Stock 

inAmerica 


V  SAVINGS  (M 
u.  BONDS 


A  public  service  of  this  magazine 
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people  didn't  make  The  Forbes  Four  Hundred  this  year,  but  they  were  very 
But  close  counts  only  in  horseshoes  and  hand  grenades. 


No  cigar 


Howard  Brighton  Keck 

$415  million 

Inheritance.  Los  Angeles.  83 
Married,  4  children 

Keck  ended  30-year  tenure  as  presi- 
dent of  Keck  Foundation  this  year; 
succeeded  by  nephew  Robert  Day 
(see).  Also  ends  14-year  run  as 
member  of  The  Forbes  Four  Hun- 
dred. Son  of  William  Sr.,  renowned 
wildcatter  who  taste-tested  core  sam- 
ples; founded  Superior  Oil  1921. 
Among  first  to  drill  offshore 
Venezuela,  Louisiana.  Became  lead- 
ing independent;  huge  reserves.  Sons 
Howard  and  William  Jr.  feuded  over 
control.  William  Sr.  (d.  1964)  tried  to 
sell  1959,  failed;  chose  Howard  over 
namesake,  who  died  1982.  Diversi- 
fied unprofitably  into  mining,  timber, 
farming;  back  to  oil  1976.  Avoids 
limelight.  Directoi  forced  him  off 
board  in  1983  prow  battle.  Mobil 
bought  Superior  fch  55.7  billion 
1984.  Keck  Foundatk  has  given 
away  $500  million  so  far,  including 
financing  for  two  10-meter  Keck  tele- 


scopes atop  Hawaiian  volcano.  Keck 
staying  on  as  chairman,  president 
emeritus. 

Frederick  W.  Smith 

$415  million 

Federal  Express.  Memphis,  Tenn.  52 
Divorced,  remarried;  10  children 
Faced  with  stiff  competition,  Federal 
Express  struggling  to  guard  its  posi- 
tion in  the  U.S.  freight  market. 
Global  expansion:  launched  AsiaOne, 
an  intra-regional  express  delivery  ser- 
vice 1995.  Son  of  Greyhound  bus 
system  builder.  Outlined  FedEx  con- 
cept in  Yale  senior  thesis:  received 
gentleman's  C.  Started  company  with 
$4  million  from  family  and  $80  mil- 
lion venture  capital  1973.  No 
overnight  success:  lost  $27  million 
first  two  years.  Also  lost  $300  million 
on  Zapmail,  satellite  document  deliv- 
ery service  1986,  over  $100  million 
on  intra-European  delivery  1992. 
Despite  heavy  losses,  remains  world 
leader  in  package  delivery  market. 
Today,  2.4  million  packages  delivered 


daily  to  210  countries.  FedEx  is  now 
a  verb. 

Laszlo  Nandor  Tauber 

$410  million 

Real  estate.  Potomac,  Md.  81 
Divorced,  remarried;  2  children 
On  the  up-and-up  with  new  financ- 
ing and  a  reinvigorated  real  estate 
market.  Born  Budapest;  champion 
gymnast,  medical  school.  Escaped 
Nazi  labor  camp  on  second  try:  "I 
just  walked  away  one  day."  To  U.S. 
1947,  set  up  medical  practice. 
Dreamed  of  building  hospital,  sur- 
geon's income  not  enough;  built 
apartment  project  instead.  Switched 
to  offices,  primarily  for  government; 
became  Uncle  Sam's  biggest  land- 
lord. Plan  to  float  public  REIT  col- 
lapsed, but  holdings  thought  to  be 
worth  $500  million  before  debt. 

Michael  D.  Eisner 

$405  million 

Walt  Disney  Co.  Los  Angeles.  54 
Married,  3. children 

Mickey  Mouse  empire  now  cleaning 
up  NYC's  porn-riddled  42nd  Street. 
Eisner  son  of  successful  entrepreneur, 
grew  up  NYC.  Denison  U.  grad, 
NBC  page.  Coordinator  CBS  chil- 
dren's programming,  headed  ABC 
West  Coast  programming  under 
Barry  Diller.  Followed  Diller  to  Para- 
mount Pictures  1976.  Selected  to 
head  troubled  Disney  by  Bass  Group 
and  Roy  Disney  1984.  Jump-started 
animation  unit,  turned  Magic  King- 
dom into  entertainment  powerhouse. 
"We  have  a  good  brand  and  we  know 
how  -to  manage  it."  Staged  $19  bil- 
lion acquisition  of  Capital 
Cities/ABC  1995  after  major  heart 
surgery  previous  year.  Lost  longtime 
Disney  studio  chief  Jeffrey  Katzen- 
berg  (see  opposite)  who's  now  suing 
for  $250  million.  Film  unit  to  halve 
annual  output  to  20  films;  entered 
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decade-long  cross-promotional  agree- 
ment with  McDonald's.  Much  of 
Eisner's  worth  tied  up  in  Disney 
stock  options. 

Jeffrey  Katzenberg 

$400  million 

Hollywood.  Los  Angeles.  45 
Married,  2  children 

Hollywood  pals  Steven  Spielberg  and 
David  Geffen  (see  both)  brought  in 
the  former  Disney  studio  chief  as  22% 
partner  in  startup  studio  Dream- 
Works SKG.  Investments  by  Paul 
Allen  and  the  Ziff  brothers  (see  all) 
suggest  a  market  cap  of  $2.7  billion, 
but  so  far  little  to  show  for  all  its 
hype,  so  we  haircut  implied  value. 
Katzenberg's  pending  termination 
lawsuit  against  Disney  seeks  $250 
million;  victory  there  would  elevate 
Katzenberg  to  The  Forbes  Four 
Hundred.  As  Disney  film  chief, 
greenlighted  many  of  the  studio's 
recent  animated  hits:  The  Lion  King, 
The  Little  Mermaid,  Aladdin,  Who 
Framed  Roger  Rabbit?  Onetime 
friend,  now  bitter  rival  of  Disney 
head  Michael  Eisner. 


Russell  Solomon 

$400  million 

Tower  Records.  Sacramento,  Calif.  71 
Separated,  2  sons 

Big  expansion  abroad,  domestic 
music  market  getting  squeezed  by 
discounters,  but  still  the  best  chain 
in  the  business.  "A  hippie  who 
learned  to  run  a  business,"  opened 
first  record  shop  in  father's  drug- 
store 1941,  age  16;  went  broke. 
Thrown  out  of  high  school;  quit 
junior  college  for  Army.  Tried  record 
store  again  1960;  had  better  luck. 
Opened  the  biggest  record  store  in 
the  U.S.  1968  in  San  Francisco. 
Concept:  huge  store,  huge  selection; 
let  managers  select  merchandise  to 
please  local  tastes.  Now  over  170 
stores  around  the  world,  33  in  Japan 
alone.  U.S.  sales  over  $1  billion,  but 
margins  under  pressure.  Solution: 
expand  overseas  where  the  discoun- 
ters aren't.  New  stores  in  Israel, 
Buenos  Aires,  Philippines,  Korea. 
Also  Tower  Video  and  Tower  Books. 
Son  Michael,  48,  Tower  general 
manager;  son  David,  34,  handles 
company  finances. 


Anne  Hendricks  Bass 

$400  million 

Divorce.  Fort  Worth;  NYC.  55 
Single,  2  daughters 

Split  with  Sid  Bass  (see)  after  23  years 
marriage  1989.  Reported  $200  mil- 
lion settlement:  Disney  stock;  $5  mil- 
lion Fifth  Avenue  apartment;  Degas, 
Rothkos,  Monets.  "Sharing  beauty 
with  family  and  friends  is,  in  part,  a 
responsibility.  I  hope  that  doesn't 
sound  too  Midwest."  Father  Indi- 
anapolis surgeon,  mother  golf  champ. 
Vassar  1963.  Contributing  editor 
Vogue.  Supports  NYC  ballet,  has 
studied  ballet  since  childhood.  Fort 
Worth,  NYC  social  whirls.  "She  can 
do  whatever  she  wants  now.  She 
really  enjoys  the  freedom — and  it 
shows."  Mom  and  daughters  have 
$280  million  nest  eggs  each.  If  there 
were  a  First  Wives  Club,  she'd  be  a 
great  member. 

George  Yohn  and  family 

$400  million 

Airwalk.  Altoona,  Pa.  69 

Married,  3  children 

40-year  veteran  of  the  shoe  business 


A  Forbes  Best  Buy 
Benham  Income  &  Growth  Fund 


A  Stock  Fund  That  Has  Outperformed  The  Averages 


Benham  Income  &  Growth  Fund 
has  earned  a  Best  Buy  rating  from 
Forbes  Magazine  (8/26/96). 
It  was  one  of  38  U.S.  equity  funds 
honored  for  its  strong  risk-adjusted 
performance  and  low  costs  for  the 
five-year  period  ending  6/30/96. 

If  you've  been  looking  for  a  stock 
fund  with  a  solid  performance 
record,  consider  this  low  cost, 
no-load  fund. 


FIVE-YEAR  AVERAGE  ANNUAL  RETURNS 

(as  of  6/30/96) 


Benham  Income  &  Growth  Fund  16,51% 


S&P  500 


75.73% 


Lipper  Average*  14.25% 


Past  performance  does  not  guarantee  future  results. 


The  Fund  is  managed  using  an  index- 
based  strategy  that  focuses  on  the  1,500 
largest  U.S.  companies.  The  Fund's  goal 
is  to  provide  a  higher  total  return  and 
dividend  yield  than  the  S&P  500  while 
matching  its  risk  characteristics. 

The  Fund's  operating  expenses  (0.67% 
of  assets)  are  well  below  the  Growth 
&  Income  Funds'  category  average 
(1.28%)  for  the  period  ending  8/31  /96 
(source:  Lipper  Analytical  Services,  Inc.). 


Call  1-800-345-2021 

for  your  free  investment  guide 

□  The  Benham  Group® 

Part  of  the  Twentieth  Century  Family  of  Mutual  Funds 

26.40%  and  18.02%  are  the  Fund's  average  annual  total  returns  for  the  one-year  and  since  inception  (12/17/90)  periods,  respectively,  end- 
ing 6/30/96.  The  free  investment  guide  contains  a  prospectus  with  more  complete  information,  including  management  fees  and  expenses. 
Please  read  the  prospectus  carefully  before  you  invest.  Share  price  and  yield  will  vary,  so  that  shares  sold  may  be  worth  more  or  less  than  their 
original  cost.  The  S&P  500  is  an  unmanaged  index  of  common  stocks  considered  to  be  representative  of  the  stock  market  as  a  whole.  It  is  not  an 
investment  product  available  for  purchase.  *Source:  Lipper  Analytical  Services,  Inc.  Twentieth  Century  Securities,  Inc. 


id  repositioning  small  but 
owing  sneaker  company  as  the 
anti-Nike:  "I  thought  there  was  a  sea 
change  coming — an  opportunity  for 
something  different."  Made  sneakers 
out  of  wacky  materials:  neon-colored 
suede,  snakeskin,  fuzzy  yellow  tennis 
balls.  Airwalk  now  the  current  rage 
among  teenagers.  Claims  above 
industry  average  net  profit  margins, 
expects  1996  sales  to  reach  $300 
million. 

Jay  Stein 

$400  million 

Stein  Mart  Inc.  Jacksonville,  Fla.  51 
Married,  2  daughters 

Grandfather  Sam  founded  discount 
clothing  store  in  Greenville,  Miss. 


1908.  Jay  spent  every  Saturday  in 
store  from  age  12:  "I  ran  the  cash 
register.  I  did  everything."  Joined 
company  after  NYU  1966.  Opened 
first  branch  store  in  Memphis  1977; 
others  followed.  Sells  "upscale  fash- 
ions at  discount  prices."  Two  public 
offerings  since  1992.  With  wife  owns 
14  million  shares.  "[Joining  The 
Forbes  Four  Hundred  is  the]  one  and 
only  downside  to  IPO."  Should  be 
happier  now:  shares  up  since  last  year, 
but  not  enough  to  keep  him  on  list. 

John  Jay  Moores 

$400  million 

Software.  Sugarland,  Tex.  52 
Married,  2  children. 

Married  high  school  sweetheart  at 


19;  together  attended  University  of 
Houston.  Held  programming  and 
marketing  jobs  at  IBM.  Got  law 
degree  University  of  Houston,  again 
with  wife,  but  "I  learned  I  didn't 
want  to  be  a  lawyer."  Started  BMC 
software  firm  1980  to  write  faster 
program  for  IBM  mainframe.  Lured 
elite  programmers  with  above-aver- 
age royalties.  Went  public  1988; 
retired  1992.  "My  ego  didn't  require 
that  I  be  CEO  of  a  public  company." 
Bought  San  Diego  (baseball)  Padres 
1994.  Collects  Corvettes,  Ferraris, 
Mercedes,  Rolls-Royces.  Has  given 
nearly  $75  million  to  University  of 
Houston.  Still  actively  invests:  has 
stakes  in  over  one  dozen  software 
companies. 


Tom  Adams,  Adams  Media  Research,  Carmel,  Calif. 
Nick  Allen,  data  storage  analyst,  The  Gartner  Group, 

Stamford,  Conn. 
Sharon  Armbrust,  Paul  Kagan  Associates,  Carmel,  Calif. 
Jan  Barenholtz,  Barenholtz  &  Farrell,  real  estate 

consultants,  New  York,  NY. 
Connie  Batchelder,  senior  analyst,  In-Stat, 

Scottsdale,  Ariz. 
Beer  Marketers  Insights,  Nanuet,  NY. 
Donald  Bergenty,  Musicland,  New  York,  NY. 
Beverage  World,  Great  Neck,  NY. 
CDA/Investnet,  Fort  Lauderdale,  Fla. 
Ed  Christman,  retail  editor,  Billboard  Magazine, 

New  York,  N.Y. 
Wendy  Close,  software  analyst,  The  Gartner  Group, 

Stamford,  Conn. 
Editor  &  Publisher  Yearbook,  The  Editor  &  Publisher 

Co.,  New  York,  N.Y. 
Marc  S.  Ganis,  Sportscorp  Ltd.,  Chicago,  111. 
Joan  Geoghegan,  Geoghegan  Associates,  Boston,  Mass. 
Richard  Gilbert,  investment  banker,  Bulkley  Capital, 

Chicago,  111. 

Jack  Harvey,  Blackburn  &  Co.,  Inc.,  Alexandria,  Va. 
John  R.  Hass,  Brown  Brothers  Harriman  &  Co., 

Philadelphia,  Pa. 
Judy  Hodges,  software  analyst,  IDC,  Framingham,  Mass. 
Ron  Johnson,  chief  operating  officer,  Ashworth  Card 

Clothing,  Greenville,  S.C. 
Tom  Lahive,  data  storage  analyst,  IDC, 

Framingham,  Mass. 
Perrin  H.  Long  Jr.,  independent  securities  consultant, 

New  Canaan,  Conn. 
Keith  McCarthy,  Sony  Music  Entertainment, 

New  York,  N.Y. 
Stephen  McClellan,  securities  analyst,  Merrill  Lynch, 

San  Francisco,  Calif 


Roger  B.  McNamee,  general  partner,  Integral  Capital 

Partners,  Menlo  Park,  Calif. 
Vincent  Mierlak,  vice  president,  Schroder  Wertheim, 

New  York,  N.Y. 
Marjorie  L.  Pendergast,  Roach  Wheeler  Realtors, 

Rosemont,  Pa. 
Steven  Pendergast,  Smith  Barney,  New  York,  N.Y. 
John  Powell,  general  partner,  Integral  Capital  Partners, 

Menlo  Park,  Calif. 
Randy  Prouty,  president,  Bristol  Realty  Corp., 

West  Palm  Beach,  Fla. 
Peter  Redebaugh,  private  investments, 

Bloomfield  Hills,  Mich. 
Gerald  E.  Reilly,  newspaper  broker  and  consultant, 

Greenwich,  Conn. 
Bruce  M.  Richardson,  vice  president-research  strategy, 

Advanced  Manufacturing  Research,  Boston,  Mass. 
Scott  H.  Roberts,  partner,  The  Genesis  Group, 

San  Francisco,  Calif. 
Grace  Salafia,  PolyGram  Distribution  Group, 

New  York,  N.Y. 
Donald  Schnabel,  vice  chairman,  Julian  J.  Studley,  Inc. 

New  York,  N.Y. 
M.R  Schweitzer,  president,  Schweitzer  Galleries, 

New  York,  N.Y. 
SoundScan,  Hartsdale,  N.Y. 
SportsValue  Newsletter,  New  York,  N.Y. 
Gary  Stevens,  Gary  Stevens  8c  Co.,  New  Canaan,  Conn. 
Television  &  Cable  Factbook,  Warren  Publishing,  Inc., 

Washington,  D.C. 
A.  Gordon  Tunstall,  Tunstall  Consulting,  Inc., 

Tampa,  Fla. 
James  M.  Todd,  NBC,  New  York,  N.Y. 
Norb  Vander  Zanden,  executive  vice  president, 

Associated  Investment  Services,  Green  Bay,  Wis. 
Jaime  Weiss,  president,  Weiss  Realty,  Lyndhurst,  N.J. 
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AMERICA'S     FUTURE  CITY 

A   Model  of  Post-Industrial  Economic  Renaissance 


1 


tand  upon  the  mountains  over- 
looking Pittsburgh  and  you  gaze 
upon  an  economic  blueprint  for 
the  future.  Here  at  the  confluence 
of  three  mighty  rivers  lies  the 
renaissance  of  America's  industrial 
heartland.  A  town  of  steel  and  coal 
has  been  transformed  into  a  global 
economic  player.  Gone  are  facto- 
ries and  smokestacks.  In  their 
place  stands  a  shimmering  inter- 
play of  glass  and  light,  contrasted 
against  a  crystal  clear  blue  sky. 

Pittsburgh,  better  than  any 
other  American  city,  shows  the 
promise  of  shedding  our  industrial 
heritage  in  exchange  for  higher- 


order  prosperity.  Today,  the  city 
offers  one  of  the  nation's  most 
diversified  economies,  a  rich  and 
talented  workforce,  and  vast  tech- 
nological and  academic  resources. 
Strategically  located  between 
Chicago  and  New  York,  Pittsburgh 
serves  as  a  gateway  to  the  resurgent 
Midwest,  with  most  of  America's 
manufacturing  base  in  easy  striking 
distance. 

Firms  both  big  and  small,  as 
distant  as  Sony  and  as  indigenous 
as  H.J.  Heinz,  rely  on  the  region  as 
a  hub  of  economic  advancement. 
Livable,  in  every  sense  of  the 
word,  with  a  cost  of  living  lower 


than  the  national  average, 
Pittsburgh  combines  the  sophisti- 
cation of  a  world-class  city  with  a 
small-town  feel.  Opera  and  sym- 
phony abound,  thanks  to  the  cul- 
tural legacy  of  the  Carnegies  and 
Mellons.  Recreation,  either  from 
one  of  the  10,000  pleasure  crafts 
plying  its  rivers  or  on  one  of  the 
area's  134  golf  courses,  is  only 
moments  from  work. 

This  is  not  the  Pittsburgh  of 
the  industrial  era  or  even  a  decade 
ago.  It's  a  city  that  defies  expecta- 
tions, and  one  you're  welcome 
to  tour  in  the  photo  essay  that 
follows. 
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Economic 
Renaissance. 
Where  once  a  steel 
mill  stood,  emerging 
technologies  are  tak- 
ing shape  at  the 
Pittsburgh  Technology 
Center.  The  80-acre 
Center  houses  more 
than  20  high-tech 
businesses.  Contrary 
to  perception,  3%  of 
the  region's  workforce 
is  employed  produc- 
ing primary  metals, 
and  only  1 3%  work 
in  manufacturing. 


As  FORE  the  Future.  A 

new  300,000-square-foot  facility  goes  up 
to  house  FORE  Systems,  Inc.,  the  nation's 
fourth-fastest-growing  company  which 
develops  and  markets  technology  for 
running  high-speed  networks.  High-tech 
has  been  a  boon  to  Pittsburgh,  which 
now  ranks  third  in  the  U.S.  in  the 
number  of  software  engineers. 


NATIONAL  ROBOTICS  ENGINEERING  CONSORTIUM 
Carnegie  Mellon  University 
Robotics  Institute 


™  Technology  Transfer.  The  same 
technology  that  controls  lunar  landers  may  someday 
operate  unmanned  farming  tractors.  The  National 
Robotics  Engineering  Consortium  teams  NASA 
know-how  with  scientists  from  Carnegie  Mellon 
University.  Among  its  accomplishments:  an 
unmanned  vehicle  that  navigated  from  Pittsburgh 
to  the  West  Coast  and  Dante,  an  unmanned  probe 
that  crawls  inside  volcanoes. 


A  Global  Player.  The 

business  rolls  of  Pittsburgh  read  like  a 
Who's  Who  of  international  business. 
More  than  180  international  firms 
reside  in  southwestern  Pennsylvania. 
American  Video  Glass,  a  joint  venture 
of  Sony,  Asahi  and  Corning,  is  building 
a  new  475,000-square-foot,  $300 
million  video  glass  production  facility 
to  supply  product  to  a  nearby  Sony 
television  plant. 


Thomas  H.  O'Brien 
Chairman  and  Chief  Executive  Officer 


Ivan  T.  Hofmann 
President 


William  P.  Rutledge 
President  and  Chief  Executive  Officer 


PNC  BANK  CORP. 

a  point  where  the  Allegheny  and 
lonongahela  rivers  meet  to  form 

ne  Ohio,  the  city  of  Pittsburgh 

nines. 

At  its  heart,  among  many 
lompanies  that  lend  to  the  city's 
<  roven  capability  for  growing 
usiness,  is  PNC  Bank  Corp., 
ne  largest  bank  in  Pennsylvania 
nd  one  of  the  nation's  largest 
:ivestment  managers. 

A  diversified  financial 
prvices  company,  PNC  Bank 
jrovides  resources  and  expertise 
b  more  than  300  of  the  Fortune 

00  companies.  It  is  also  the 
hading  supplier  of  treasury 
jianagement  services  to  mid-size 
Dimpanies  in  a  six-state  region 
Deluding  Pennsylvania,  Ohio, 
iidiana,  Kentucky,  New  Jersey 
Snd  Delaware. 

Recently,  because  of  its 
Idirect"  banking  capability, 

1  'hich  includes  automatic  teller 
ipachines,  telephones  and 
Personal  computers,  PNC  Bank 
^'as  selected  to  provide  financial 
Iroducts  and  services  to  the 
i|4  million  members  of  the 
imerican  Automobile  Association 
ijW\)  coast-to-coast. 

To  learn  more  about 
liow  PNC  Bank  might  lend  its 
nusiness  capability  to  yours, 
ill  1-800-PNC  Banker  today, 
ar  visit  our  Website  at 
:ttp://www.pncbank.com. 


RPS,  INC. 

PS  is  the  second-largest  small- 
package  ground  carrier  in 
North  America,  with  one  of  the 
fastest  growth  records  in  the 
transportation  industry  In 
1993,  after  only  nine  years  of 
operation,  RPS  exceeded  $1 
billion  in  annual  revenue. 

On  June  1  7,  1996,  we 
completed  our  U.S.  expansion 
by  opening  32  new  facilities, 
bringing  the  total  number  of 
RPS  facilities  throughout  the 
U.S.  and  Canada  to  370.  RPS 
is  now  the  only  small-package 
ground  carrier  servicing  100% 
of  North  America. 

Our  350,000-square-foot 
Pittsburgh  headquarters  is  located 
along  Pittsburgh's  Parkway  West 
corridor,  and  more  than  1 ,400 
people  are  employed  there  — 
supporting  thousands  more  RPS 
employees  in  the  field. 

We're  proud  to  have  our 
roots  in  Pittsburgh,  where  we 
serve  many  of  the  region's 
businesses.  We're  prouder  still 
to  serve  as  a  testament  to  this 
region's  quality  of  life  for 
growing  companies. 


/ 


ALLEGHENY  TELEDYNE 
INCORPORATED 

new  Pittsburgh-based  corpora- 
tion, Allegheny  Teledyne 
Incorporated,  was  created  on 
August  15,  1996  through  the 
strategic  merger  of  Allegheny 
Ludlum  Corporation  and 
Teledyne,  Inc.  The  company  is  a 
world  leader  in  advanced  specialty 
metals  with  complementary 
technology-based  businesses  in 
aerospace  and  electronics,  indus- 
trial and  consumer  products. 

Allegheny  Teledyne  has  a 
strong  financial  position  and  gen- 
erated total  annual  revenue  of 
about  $4  billion  from  worldwide 
markets  on  a  pro  forma  basis  for 
1995.  Current  market  capitaliza- 
tion exceeds  $3.5  billion.  For  the 
combined  company,  return  on 
capital  employed  was  1 9%  and 
return  on  shareholders'  equity  was 
29%  for  the  pro  forma  preceding 
year  ending  June  30,  1996*. 

Dedicated  to  profitable 
growth  based  on  continuously 
improving  customer  value, 
Allegheny  Teledyne  focuses  on 
enhancing  shareholder  value  by 
achieving  a  return  on  capital 
employed  which  maintains  and 
improves  its  financial  strength. 

*  Before  asset  sales  and  full  merger 
transaction  costs 


'NCBANK 


mm. 

A  Caliber  System  Company 


ALLEGHENY 
TELEDYNE 

INCORPORATED 
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V  The  Pittsburgh  Air  Mall. 
A  model  of  successful  airport  retailing, 
The  Pittsburgh  Air  Mall,  attached  to  the 
Pittsburgh  International  Airport,  attracts 
travelers,  tourists  and  shoppers  to  more 
than  100  world-class  retail  stores.  By 
contract,  prices  are  kept  in  check  with 
retailers  prevented  from  charging  more 
than  they  would  at  traditional  retail 
locations. 


s  s  r  o  a  d  s  .  The  headquarters  of  Roadway 
Package  Systems  (RPS)  underscores  Pittsburgh's  strategic 
location,  midway  between  New  York  and  Chicago,  within  a 
500-mile  radius  of  63%  of  the  national  industrial  output  and 
51%  of  the  U.S.  population,  representing  53%  of  national 
buying  power. 


▼  X  Marks  The  Spot. 
Pittsburgh  International  Airport  repre- 
sents a  national  achievement  in  aviation 
history.  The  nation's  third-largest  airport, 
the  $800  million  project,  completed  in 
1992,  came  in  under  budget  and  over 
expectation.  With  575  daily  non-stop 
flights  serving  113  cities,  Pittsburgh 
International  offers  24  carriers  and  serves 
as  a  major  hub  for  USAir.  Conveniently 
located  only  15  miles  from  downtown, 
Pittsburgh  International  provides  a  com- 
petitive advantage  for  companies  doing 
business  at  home  and  abroad. 


Jerry  E.  Dempsey 
Chairman  and  Chief  Executive  Officer 


PPG  INDUSTRIES,  INC. 

)unded  in  1 883,  Pittsburgh-based 
>PG  Industries  is  a  global  produc- 
;r  of  industrial  and  consumer 
:oatings,  flat  and  fabricated  glass, 
i:ontinuous-strand  fiber  glass  and 
chemicals.  PPG  employs  more 
han  31,000  people  and  operates 
'0  major  manufacturing  facilities 
;vorldwide. 

PPG  is  the  world's  largest  pro- 
ducer of  automotive  and  industrial 
j  oatings,  among  the  world's 
iargest  makers  of  flat  glass,  auto- 
motive glass  and  continuous- 
trand  fiber  glass,  and  is  a  leading 
:naker  of  architectural  coatings, 
i  hlor-alkali  chemicals  and  special- 
ly chemicals. 

Among  the  company's  many 
product  innovations  are  automo- 
ive-safety  glass,  energy-saving 
ij  rchitectural  glass,  light-activated 
changeable  plastic  lenses  for  pre- 
cription  eyewear,  environmental- 
sound  coatings  for  numerous 
ises  and  fiber  glass  reinforce- 
nents  for  high-strength  plastics. 

PPG  is  dedicated  worldwide 
o  achieving  total  quality  in  all 
f  its  operations,  including  fully 
neeting  customer  requirements 
nd  doing  things  right  the  first 
me,  every  time.  Further,  PPG  is 
ommitted  to  stewardship  and 
ontinual  improvement  regarding 
ie  environment,  health  and 


ifety. 


Michael  H.  Jordan 
Chairman  and  Chief  Executive  Officer 


WESTINGHOUSE  ELECTRIC 
CORPORATION 

he  links  between  Westinghouse 
and  Pittsburgh  span  1 1 0  years, 
when  Westinghouse  was  estab- 
lished to  supply  the  products  and 
services  that  drove  industrial 
development  across  America  and 
made  electricity  the  keystone  of 
the  modern  age.  Today,  our  com- 
pany is  a  $10  billion  global  corpo- 
ration focused  on  broadcasting 
and  entertainment  through  its 
Westinghouse/CBS  Group  and  on 
providing  infrastructure  products 
and  services  to  electric  utility, 
industrial  and  government  cus- 
tomers through  its  Industries  and 
Technology  Group.  Pittsburgh  is 
the  home  of  Westinghouse's  cor- 
porate headquarters,  its  Industries 
and  Technology  Group  and  more 
than  9,000  of  the  company's 
52,000  employees. 

Working  together  and  individ- 
ually, Pittsburgh  and  Westinghouse 
continue  to  create  ways  of  making 
life  better  —  through  technologies, 
products  and  services;  economic 
development;  and  community 
investment.  Westinghouse  is 
proud  to  be  a  major  contributor 
to  the  Allegheny  Conference's 
Strategic  Investment  Fund. 
Westinghouse's  charitable  and 
community  contributions  in  the 
Pittsburgh  area  began  over  a 
century  ago.  In  the  past  ten  years 
alone,  they  have  totaled  $40 
million,  a  good  investment  in  the 
future  of  this  vibrant  city  which 
offers  so  much  to  so  many. 


W 


Frank  V.  Cahouet 
Chairman,  President  and 
Chief  Executive  Officer 

-^MELLON  BANK 

ellon  Bank  is  at  the  forefront  of 
change  in  the  financial  services 
industry.  Building  on  a  rich, 
1 27-year  tradition  of  serving  the 
banking  needs  of  major  corpora- 
tions and  consumers,  Mellon  has 
established  formidable  positions 
managing  assets  and  investments 
through  mergers  with  The  Boston 
Company  and  The  Dreyfus  Corp- 
oration. Pittsburgh-based  Mellon 
today  ranks  as  the  nation's  second- 
largest  money  management  firm, 
the  largest  bank  manager  of  mutu- 
al funds  and  the  seventh-largest 
mutual  fund  company  overall, 
while  maintaining  its  traditional 
ranking  as  a  leading  commercial 
lender,  serving  3,000  companies 
and  institutions  worldwide. 

Our  Pennsylvania-based  con- 
sumer franchise,  with  450  offices, 
serves  more  than  four  million  cus- 
tomers with  extended  hours,  seven- 
day-a-week  service  in  our  supermar- 
ket offices  and  Direct  Banking  via 
telephone,  more  than  670  auto- 
mated teller  machines  and  personal 
computers.  Mellon  offers  tradition- 
al banking  products,  credit  cards 
and  mortgages,  plus  investment 
services,  including  Dreyfus  mutual 
funds  and  brokerage  services. 

Mellon  is  proud  of  its 
Pennsylvania  heritage,  and  our 
14,000  employees  in  the  state 
work  hard  to  meet  the  needs  of 
customers  throughout  the  country. 


Westinghouse 


Mellon  Bank 
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▼   Handshake  With  the  Future.  The  Carnegie  Science 
Center  provides  a  hands-on  learning  experience  for  students  of  science 
both  young  and  old.  The  center,  part  of  Carnegie  System,  which  also 
includes  the  Carnegie  Museum  and  Andy  Warhol  Museum,  houses  an 
Omnimax  theater  and  planetarium  as  part  of  the  160,000  square  feet  of 
exhibition  space.  In  front,  the  U.S.S.  Requin,  a  World  War  II  submarine, 
is  manned  daily  by  retired  veterans  of  the  submarine  service. 


V 

'   A  Spiral  of 
Inspiration.  The  Cathedral 
of  Learning  on  the  campus  of  The 
University  of  Pittsburgh  serves  as 
inspiration  to  its  21,000  students. 
The  Pittsburgh  region  boasts  28 
colleges  and  universities,  including 
two  major  research  universities, 
which  graduate  more  than  19,000 
undergraduates  each  year. 


V  Culture  Abounds.  The  cultural 
legacy  of  the  industrialists  lives  on  in  Pittsburgh. 
Symphony,  theater  and  opera,  so  prized  by  the 
Carnegies  and  Mellons,  still  comprise  the  soul  of  the 
city's  cosmopolitan  arts  as  represented  by  Heinz  Hall, 
home  to  the  world-renowned  Pittsburgh  Symphony 
Orchestra. 


*   Big-City  Amenities  With  a  Small- 
Town   Feel.  With  one  of  the  lowest  crime  rates  of 
any  major  American  city,  Pittsburgh's  warmth  and 
hospitality  beckon  a  noon-time  crowd  to  a  free  summer 
concert.  Mellon  Square  is  just  one  of  scores  of  public  parks 
that  dot  Pittsburgh's  urban  landscape. 


PITTSBURGH  REGIONAL  ALLIANCE 

Timothy  Parks 
President  and  Chief  Executive  Officer 


TTSBURGH  HIGH  TECHNOLOGY  COUNCIL 

|         Raymond  R.  Christman 
President  and  Chief  Executive  Officer 


burgh  has  a  "New  Economy." 
The  region  has  undergone  an 
enormous  transformation  from  an 
area  dependent  on  steel  and  tra- 
ditional manufacturing  to  one 
:hat  has  seen  the  dynamic  emer- 
gence of  a  competitive  technolo- 
gy and  services  economy. 

Recognized  as  one  of  the 
op  ten  U.S.  cities  for  high-tech 
ob  growth,  Pittsburgh's  most 
Dromising  new  industries  include 
software,  environmental  services, 
Diotech,  robotics,  telecommunica- 
ions  and  financial  services. 

This  rebirth  continues  to 
accelerate.  The  Pittsburgh 
Regional  Alliance  is  bringing 
f together  business  assistance  orga- 
nizations to  create  the  best  possi- 
ble economic  development  and 
marketing  strategy  for  the  region. 
<ey  players  in  the  Alliance  include 
:he  Pittsburgh  High  Technology 
Council,  the  Southwestern 
Pennsylvania  Industrial  Resource 
Center,  the  World  Trade  Center  of 
'ittsburgh,  the  Greater  Pittsburgh 
hamber  of  Commerce,  Penn's 
>outhwest  Association  and  the 
Regional  Industrial  Development 
Corporation. 

For  more  information  about 
he  Alliance,  please  call  (412) 
>61-5757.  To  learn  more  about 
he  region's  technology  industries, 
jlease  call  the  Council  at  (412) 
$87-2700. 


Sherif  Abdelhak 
President  and  Chief  Executive  Officer 


ALLEGHENY  HEALTH,  EDUCATION 
AND  RESEARCH  FOUNDATION 

he  next  century  will  challenge 
America's  health  professionals 
to  maintain  top-quality  medical 
care  amidst  unrelenting  financial 
pressures.  The  Allegheny 
Health,  Education  and  Research 
Foundation  is  committed  to 
proving  it  can  be  done. 

As  Pennsylvania's  largest 
health  care  provider,  AHERF 
applies  advanced  technology  and 
business  acumen  to  the  medical 
setting  to  maintain  quality  while 
containing  costs.  We  have  pio- 
neered new  supplier  relationships 
and  reengineered  our  staff  struc- 
ture to  cultivate  a  more  respon- 
sive and  creative  organization. 
AHERF's  growing  research  efforts 
focus  on  scientific  inquiry  that 
translates  into  patient  benefits; 
technology-based  health  science 
education;  and  a  new  medical 
curriculum  that  anticipates  the 
changing  health  care  landscape. 

We  aim  to  fulfill  a  simple  mis- 
sion: To  learn,  to  teach,  to  heal 
the  sick  and  to  conserve  health. 

Member  Institutions: 

Allegheny  General  Hospital,  Pittsburgh 
Allegheny  University  of  the  Health 
Sciences 
Allegheny  University  Hospitals, 
Philadelphia 
St.  Christopher's  Hospital  for  Children, 
Philadelphia 
Allegheny  Integrated  Health  Group 


Daniel  I.  Booker 
Managing  Partner 


REED  SMITH  SHAW  &  McCLAY 

eed  Smith  Shaw  &  McClay  has 
more  than  400  lawyers  and  other 
professionals  practicing  in  seven 
offices  in  the  mid-Atlantic  region. 
Our  largest  office  is  in  Pittsburgh, 
where  the  firm  began  1 20  years 
ago. 

Businesses  and  individual 
clients  call  on  Reed  Smith  for  a 
full  range  of  legal  services  rang- 
ing from  individual  estate  plan- 
ning to  complex  litigation,  merg- 
ers, acquisitions  and  financing 
for  multinational  corporations. 
Some  clients  request  help  in 
specific  legal  areas,  while  others 
seek  a  long-term,  coordinated 
approach  to  legal  issues  that 
arise  in  their  business  or  personal 
affairs.  We  represent  many  of 
our  region's  leading  companies, 
and  in  the  last  year  we  played 
a  unique  role  in  keeping  profes- 
sional baseball  in  Pittsburgh. 

Reed  Smith  continues  to 
play  a  dynamic  role  in  Pittsburgh's 
growth;  primarily  by  helping 
clients  seize  new  opportunities 
for  growth.  We  provide  the 
quality  of  service  that  clients 
have  come  to  rely  on:  mastery 
of  the  substantive  law,  problem- 
solving,  responsiveness  and  state- 
of-the-art  efficiency. 


ALLEGHENY 
UNIVERSITY 

OF  THE  HEALTH  SCIENCES 
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"  A  Commitment  to  Clean  Air 
and  Water.  Allegheny  County  was  the  first 
region  in  the  nation  to  implement  a  Clean  Air  Act. 
This  environmental  commitment  has  paid  big 
dividends.  Washington's  Landing,  an  island  on 
the  Monongahela  River,  once  sheltered  cattle 
yards  and  slaughter  houses.  Now,  it's  a  residential 
paradise,  offering  jogging  tracks  and  docks  for  some 
of  the  10,000  boat  owners  who  live  in  the  region. 


"  Mixing  Business  With  Pleasure 
Southpointe,  a  600-acre  multi-use  office  park  and 
residential  living  community,  combines  easy  living 
with  nearby  white-collar  employment.  Pittsburgh 
sports  134  golf  courses  in  a  30-mile  radius,  making 
the  next  game  only  moments  away. 


Immensely  Livable.  ^ 
That's  how  the  outside  world  views 
Pittsburgh.  For  instance,  Nevillewood, 
a  pre-planned  community  south 
of  the  city,  offers  contemporary, 
custom-built  homes  at  prices  well 
below  those  in  other  markets.  In 
fact,  Pittsburgh  is  the  only  city 
consistently  ranked  by  Places  Rated 
Almanac  as  one  of  the  top  ten  Most 
Livable  Cities  in  North  America. 
Working  Mother  magazine  calls  it  the 
second  best  city  for  working  moms, 
and  Century  21  ranks  it  as  one  of 
the  top  ten  cities  for  relocations.  It 
all  adds  up  to  an  "xcellent  place  to 
raise  a  family,  build  a  business  or 
create  a  career. 
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Ellsworth  Brown 
President 


CARNEGIE  MUSEUMS  AND 
ZARNEGIE  LIBRARY  OF  PITTSBURGH 

it  was  here  fortune  came  to  me, 
1  md  as  a  Pittsburgher  I  labored 
•j  or  Pittsburgh,"  said  industrialist 
Andrew  Carnegie  in  1907.  "You 
ill  know  the  beneficent  results 
:  hat  followed." 

Carnegie  referred  to  his 
.ibrary  and  Institute,  founded  in 
895,  with  the  aim  of  turning 
:  he  city  of  steel  into  a  hub  for 
irts  and  science.  A  century  later, 
Carnegie  would  be  gratified  by 
tj  he  institution's  influence  not  only 
;n  Western  Pennsylvania  but  inter- 
nationally 

Today,  Carnegie  Museums 
ind  Library  comprise  the  original 
Museum  of  Art,  Museum  of 
Natural  History  and  Music  Hall, 
us  well  as  18  branch  libraries, 
lamegie  Science  Center  and 
"he  Andy  Warhol  Museum. 
Renowned  for  fossil  dinosaurs,  the 
'.arnegie  International  exhibition, 
;|lobal  scientific  exploration  and 
nnovative  educational  program- 
ming, the  institution  provides 
mitless  enrichment. 

True  to  Carnegie's  intent, 
j/e  play  a  vital  role  in  the  area's 
uality  of  life  and  are  nourished 
>y  the  region.  As  Pittsburgh 
trives  as  a  technology  center, 
ie  Carnegie  Library  is  a  pioneer 
i  public  library  use  of  electronic 
lformation  systems. 


CARNEGIE 
MUSEUMS  OF 
PITTSBURGH 


Sister  M.  Rosita  Wellinger 
President  and  Chief  Executive  Officer 


William  Newlin 
President  and  Chief  Executive  Officer 


ST.  FRANCIS  HEALTH  SYSTEM 

ince  1865,  St.  Francis  Health 
System  has  been  healing  the 
body,  mind  and  spirit  of  all  those 
in  need  throughout  Pennsylvania, 
West  Virginia  and  Ohio.  The 
Health  System  currently  has  1,415 
beds,  with  three  hospitals,  three 
skilled  nursing  centers,  numerous 
satellite  locations  and  a  facility 
dedicated  to  outpatient  services 
and  surgery.  St.  Francis  provides 
care  for  all  from  the  beginning  of 
life  through  the  senior  years. 

St.  Francis  offers  primary  and 
tertiary  care  to  its  communities 
through  its  Centers  of  Excellence 
in  medicine,  addictions,  cardiac 
care  and  cardio-thoracic  surgery, 
critical  care,  laser  and  advanced 
surgery,  physical  rehabilitation 
and  psychiatry. 

St.  Francis  Health  System 
intends  to  continue  fulfilling  and 
expanding  its  mission  through 
the  creation  of  a  faith-based 
health  alliance.  Combining 
high-tech  with  high  touch, 
St.  Francis  cares  for  life. 


BUCHANAN  INGERSOLL 

ith  three  consecutive  record  years, 
Buchanan  Ingersoll  is  one  of  the 
largest  and  strongest  law  firms 
in  the  mid-Atlantic  region.  Our 
260  lawyers  in  eight  cities  interact 
daily,  sharing  knowledge  to 
develop  creative  and  cost-effec- 
tive solutions  to  complex  legal 
issues.  Our  business  has  quadru- 
pled since  1980,  demonstrating 
dramatic  long-term  growth.  We 
represent  more  than  50  of  the 
Fortune  500  industrial  corpora- 
tions and  thousands  of  individu- 
als, startup  companies,  privately 
held  institutions  and  multinational 
conglomerates. 

Our  financial  and  business 
practice  has  grown  in  quantity, 
value  and  regional  coverage.  Last 
year,  we  handled  several  hundred 
transactions  totaling  more  than 
$10  billion.  Clients  value  our 
lawyers'  opinions  as  much  for  busi- 
ness acumen  as  for  pure  legal  skill. 

We  have  kept  pace  with  the 
changing  economy  by  expanding 
into  energy  and  health  care 
restructurings,  trade  secret  protec- 
tion and  Internet  and  security 
alarm  industries.  Practical  business 
judgment  coupled  with  innovative 
thinking  enable  Buchanan 
Ingersoll  to  "get  the  deal  done." 

Visit  our  World  Wide  Web  site 
at  http://www.bipc.com. 


ST. 

FRANCIS 
HEALTH 

Healing  body,  mind  and  spirit  LLi  SYSTEM 
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Moving  Up.  The  Duquesne  Incline 
harkens  back  to  earlier  days  of  travel  over 
Pittsburgh's  hilly  terrain.  Today,  Pittsburgh  has 
emerged  as  a  tourist  destination  of  its  own,  and 
was  hailed  as  the  best  "secret  destination"  in  1995 
for  motorcoach  tours  by  Destinations  magazine. 


Slippery  Slope. 
Pittsburgh  is  full  of  surprises. 
The  region's  two  major  ski  slopes, 
including  Hidden  Valley,  pictured 
here,  offer  some  of  the  finest 
Eastern  conditions  short  of 
Vermont.  Abundant  natural 
resources  provide  the  people  of 
Pittsburgh  weekend  retreats  for 
nearly  any  outside  activity. 


Play  Time.  White 
water  attracts  rafters  on  the 
Youghiogheny  River,  a  short 
car  ride  from  downtown 
Pittsburgh.  The  Allegheny 
Mountains  provide  the 
backdrop  for  skiing,  hiking, 
camping,  spelunking, 
mountain  biking  and  hours 
of  recreation.  For  the  less 
adventurous,  Pittsburgh's 
three  professional  sports 
teams,  including  the 
defending  AFC  Central 
Champions,  the  Pittsburgh 
Steelers,  provide  ample 
excitement. 


'  Resurgent  Downtown.  The  Pittsburgh  renaissance  starts 
with  its  downtown.  Clean,  upbeat  and  safe,  it  draws  180,000  office  work 
ers  to  it  each  day,  some  of  whom  enjoy  a  free  concert  at  PPG  Plaza. 
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William  M.  Lowry 
President  and  Chief  Executive  Officer 


BLUE  CROSS  OF  WESTERN 
PENNSYLVANIA 

ttsburgh-area  health  care  delivery 
nd  financing  is  undergoing  pro- 
Dund  change  as  employers  and 
onsumers  increasingly  turn  to 
nanaged  health  care  plans. 

Gaining  wide  acceptance, 
hese  programs  help  improve 
uality  by  coordinating  all  patient 
are  through  a  primary  care 
hysician,  and  also  help  employ- 
es manage  the  costs  of  employee 
ealth  care  benefits. 

As  the  leading  health  care 
overage  company  in  the 
ittsburgh  region,  we  work  with 
ne  business  community,  hospi- 

Is,  physicians  and  others  to 
'ducate  people  about  managed 
are,  and  to  make  health  care 
elivery  as  efficient  as  possible, 
xemplifying  innovation  are  the 
ew  Blue  Cross  and  Blue  Shield 
rimary  Care  Centers,  which  open 
4 lis  year.  These  "doctors'  offices 
f  the  future"  utilize  technology 
id  information-sharing  to  pro- 
de  the  best  results  for  patients. 

In  this  period  of  change, 
ttsburgh's  health  care  industry 
laintains  its  proud  tradition 
striving  to  meet  the  medical 
aeds  of  everyone  in  the  corn- 
unity. 


Blue  Cross 

o)  Western  Pennsylvania 
Pennsylvania 

Blue  Shield 


Monsignor  William  A.  Kerr 
President 


LA  ROCHE  COLLEGE 

ransforming  Today's  Leaders  into 
Tomorrow's  Leaders 

La  Roche  College  is  a  private 
Catholic  college  which  welcomes 
students,  faculty  and  staff  from 
all  religious,  cultural,  national, 
ethnic  and  racial  backgrounds. 
By  emphasizing  the  formal  pursuit 
of  a  degree  and  providing  the 
basis  for  meaningful  intellectual, 
cultural  and  personal  develop- 
ment, the  college  enables  stu- 
dents to  know  themselves  as  well 
as  the  principles  and  practices  of 
their  selected  professions. 

Located  in  the  North  Hills, 
just  minutes  away  from  the  cul- 
tural center  of  Pittsburgh,  La 
Roche  provides  graduate  and 
undergraduate  curricula  which 
integrate  liberal  arts  and  sciences 
with  professional  studies.  The 
college  strives  to  empower  stu- 
dents in  becoming  lifelong  learn- 
ers and  contributing  participants 
in  the  life  of  a  constantly  chang- 
ing global  society. 


.Where  Your  Future  Comes  To  Mind 

9000  Babcock  Blvd. 
Pittsburgh,  PA  15237 
1 -800-8  38-4LRC 
Website:  http://www.laroche.edu 


William  Block,  Jr. 
Co-Publisher 


John  R.  Block 
Co-Publisher 


PITTSBURGH  POST-GAZETTE 

rom  its  humble  beginning  as  a 
four-page  weekly  more  than  200 
years  ago,  the  Pittsburgh  Post- 
Gazette  has  grown  to  become  the 
major  metropolitan  newspaper  in 
Western  Pennsylvania. 

An  independent  newspaper 
owned  by  Blade  Communications, 
the  Post-Gazette  is  committed 
to  the  economic  viability  of  the 
region.  This  commitment  is 
demonstrated  by  its  recent 
investment  in  new  presses  to 
improve  the  newspaper. 

Through  its  tireless  efforts  to 
provide  an  informative  and  valu- 
able product,  the  Post-Gazette 
has  amassed  the  region's  largest 
audience.  And  because  readers 
rely  on  the  Post-Gazette  for  news 
and  information  of  all  kinds,  the 
paper  has  become  a  regional 
marketplace  and  the  area's  most 
effective  advertising  buy. 

It  is  this  service  to  the  citizens 
of  Western  Pennsylvania  —  both 
corporate  and  private  —  that 
has  made  the  Post-Gazette  one 
of  America's  great  newspapers. 
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!rma  Goertzen 
President  and  Chief  Executive  Officer 

MAGEE-WOMENS  HOSPITAL 

agee-Womens  Hospital  has  some 
of  the  nation's  largest  programs 
in  obstetrics,  gynecology,  neona- 
tology, gynecological  oncology, 
uro-gynecology,  infertility,  genet- 
ics, menopause,  osteoporosis  and 
breast  cancer  screening  and  treat- 
ment. Magee  is  internationally 
recognized  for  excellence  in  clini- 
cal care,  education  and  research 
in  all  areas  of  women's  health. 

At  the  heart  of  Magee  is  the 
Womancare  philosophy:  Women 
are  at  the  center  of  all  we  do. 
Womancare  treats  every  woman 
with  dignity,  empowers  her 
through  education  and  brings 
comprehensive  and  appropriate 
care  into  communities  through 
our  Womancare  Center  network. 

The  Magee-Womens  Research 
Institute  —  the  nation's  first 
institute  dedicated  exclusively 
to  women's  health  research  — 
attracts  researchers  recognized 
nationally  and  internationally  for 
their  work  in  pregnancy,  infertility, 
neonatology,  sexually  transmitted 
diseases,  breast  care,  menopause, 
cancers  and  genetics. 

Women  from  Pittsburgh 
and  around  the  world  share  a 
common  bond  that  connects 
them  with  a  lifetime  of  women's 
health  services  —  "Womancare" 
from  Magee-Womens  Hospital. 


Magee-Womens  Hospital 


For  a  lifetime. 


PITTSBURGH 


A   City  of  the  Future,  Today. 

By  embracing  the  changing  global  economy  earlier  than 
any  other  major  U.S.  city,  Pittsburgh  has  emerged  as  a 
formidable  economic  power,  one  that  combines  quality  of 
life  with  plenty  of  professional  opportunity.  As  such, 
Pittsburgh  serves  as  a  national  example  of  post-industrial 
revitalization,  a  blueprint  for  transforming  the  cities  of  old 
into  high-hubs  of  economic  success. 

To  learn  how  Pittsburgh  can  help  your  business  grow  and  prosper, 
contact  Penn's  Southwest  Association  at  412-281-4741 
or  1-800-843-8772  (Fax:  412-281-8143). 


Pittsburgh-based  photographer  Kevin  D.  Sell  specializes  in  aerial  photography.  He  is  a  pilot  and 
is  founder  and  director  of  the  Volunteer  Pilots  Association,  a  nonprofit  network  of  pilots  that 
volunteer  their  time  and  resources  to  transport  time-sensitive  organs  for  lifesaving  transplants 
and  provide  free,  medically  related  air  transportation  for  the  needy.  Kevin  Sell,  P.O.  Box  471, 
Bridgeville,  PA  15017.  E-mail:  k. sell@worldnet.att.net 

Writer  Greg  Matusky  has  written  extensively  on  business  topics  for  major  corporations  and 
national  publications. 

Design  by  Pagnano  &  Pagnano  Inc.,  New  York  City. 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Abele,  John  E.  and  family 

162 

Boston,  Massachusetts 

59 

1,500 

Medical  devices 

Abramson,  Leonard 

223 

Blue  Bell,  Pennsylvania 

63 

745 

U.S.  Healthcare 

Ackerman,  Peter  ■ 

322 

London,  England 

49 

Junk  Bonds 

Adelson,  Sheldon 

264 

Boston,  Massachusetts 

63 

500 

Comdex  trade  show 

Albertson,  Kathryn  McCurry 

180 

Boise,  Idaho 

89 

1,200 

Albertson's,  Inc. 

Alfond  family 

296 

Maine 

875 

Dexter  Shoe 

Allen,  Herbert 

214 

New  York,  New  York 

88 

800 

Stock  market 

Allen,  Herbert  Anthony 

214 

New  York,  New  York 

56 

800 

Stock  Market 

Allen,  Paul  Gardner 

109 

Mercer  Island,  Washington 

43 

7,500 

Microsoft  Corp. 

Andersen  family 

296 

Bayport,  Minnesota 

700 

Windows 

Anderson,  John  Edward 

250 

Bei  Air,  California 

79 

575 

Beverage  distribution 

Annenberg,  Walter  Hubert 

116 

Wynnewood,  Pennsylvania 

88 

3,700 

Publishing 

Anschutz,  Philip  Frederick 

132 

Denver,  Colorado 

56 

2,200 

Oil,  railroads 

Anselmo,  Mary  * 

208 

Greenwich,  Connecticut 

55 

930 

PanAmSat  Corp. 

Ansin,  Edmund  Newton 

294 

Miami  Beach,  Florida 

60 

420 

Television  stations 

Anthony,  Barbara  Cox 

114 

Honolulu,  Hawaii 

73 

4,000 

Inheritance  (Cox  Enterprises) 

Arison,  Micky 

162 

Bal  Harbor,  Florida 

47 

1,700 

Carnival  Cruise  Lines 

Arrillaga,  John 

256 

Palo  Alto,  California 

59 

550 

Real  estate 

Ashton,  Alan  C.  ■ 

322 

Orem,  Utah 

54 

WordPerfect 

Asplundh  family 

296 

Willow  Grove,  Pennsylvania 

560 

Tree  trimming 

RararHi  family 
Ddvdiui  laiiiny 

L  3D 

Pncrtn  Pirn  Miomi 
rUcllU  KILL),  IVIIdlNI 

9  nnn 

Liquor 

Rainnm  Stpwart 

LlalllUIII,  OlCVYCJll  Jl. 

?d? 
mL 

onvci  opiing,  ividryidiiu 

77 

b  i  U 

Manor  Care,  Inc. 

Rallmpr  ^tpvpn  Anthnnv 
ucjiiiiici,  oicvoi  niiuiwity 

1  lfi 

DcllcVUc,  VVd  jlllllglUII 

411 

o,/UU 

Microsoft  Corp. 

Ranrrnft  familv 

Uultlriuil  lalilliv 

?Qfi 

Palifnrnia  at  qI 
OdlllUlllld  cl  dl. 

1  nnn 

Dow  Jones  &  Co. 

Barbey  family 

298 

Palifnrnia  pt  al 

wall  IU1 1  lid  CL  a  I . 

/ 1  j 

ICAllIco,  dppdful 

Race   flnnp  WpnHrirUc  ■  + 

nunc  nCIIUIIvl\d  ™ 

19? 

run  vvunii,  icxas 

33 

Divorce 

Race  FHwarH  Pprrv 

998 

rui  i  vvui in,  icAdo 

CI 
31 

son 

Oil,  investments 

Race  1  pp  Marshall 

Ua»|  LCC  ividfolldll 

104 

Fnrt  Wnr+h  Tpvac 
rui  l  vvui  ill,  IcAdo 

jn 

Oil,  investments 

Race  Pprrv  RirharHcrtn 
uaoo,  Fclljr  niuiioiujuii 

9d9 

Fnrt  Wnr+h  Tovac 
rui  l  vvui  in,  IcAdo 

01 

D1U 

fill  muaptmonfe 

uii,  invesimenis 

Bass,  Robert  Muse 

131 

Fort  Worth,  Texas 

48 

2,300 

Oil  invpctmpntc 

VII,  1 1 1  V  CO  1 1 1 Id 1  I  o 

Bass,  Sid  Richardson 

134 

Fort  Worth,  Texas 

53 

1,900 

Oil,  investments 

Batten,  Frank  Sr. 

218 

Virginia  Beach,  Virginia 

69 

780 

Media 

Bechtel,  Riley  P. 

162 

San  Francisco,  California 

44 

1,600 

Engineering,  construction 

Bechtel,  Stephen  Davison  Jr. 

162 

San  Francisco,  California 

71 

1,600 

Engineering,  construction 

Behring,  Kenneth  Eugene  ■ 

322 

Blackhawk,  California 

68 

Real  estate 

Belfer  family 

298 

New  York,  New  York 

1,200 

Oil 

Bennett,  William  Gordon 

266 

Las  Vegas,  Nevada 

71 

500 

Circus  Circus  Enterprises 

Benson,  Craig  Robert 

212 

Rye,  New  Hampshire 

42 

800 

Cabletron  Systems 

Berry,  John  William  Sr. 

232 

Dayton,  Ohio 

74 

650 

Yellow  Pages 

Binger,  Virginia  Mcknight 

290 

Wayzata,  Minnesota 

80 

430 

3M 

Birck,  Michael  * 

234 

Hinsdale,  Illinois 

58 

660 

Tellabs  Inc. 

Blank,  Arthur 

210 

Atlanta,  Georgia 

54 

440 

Home  Depot  Inc. 

Blaustein  family 

298 

Baltimore 

1,300 

Amoco 

Bloch,  Henry  Wollman  ■ 

322 

Shawnee  Mission,  Kansas 

74 

H  &  R  Block 

Bloomberg,  Michael  Rubens 

192 

New  York,  New  York 

54 

1,000 

Financial  news  service 

Bose,  Amar  Gopal 

266 

Wayland,  Massachusetts 

66 

500 

Sound  systems 

Boudjakdji,  Millicent  V. 

264 

Los  Angeles,  California 

56 

500 

Inheritance 

Boyd,  William  Samuel  ■ 

322 

Las  Vegas,  Nevada 

65 

Casinos 

Bredin,  Octavia  Mary  du  Pont  and  family 

276 

Greenville,  Delaware 

83 

480 

Inheritance  (Du  Pont  Co.) 

Breed  family 

298 

South  Padre  Island,  Texas 

470 

Air  bags 

Bren,  Donald  Leroy 

140 

Newport  Beach,  California 

64 

2,000 

Real  estate 

Brennan,  Bernard  F.  ■ 

322 

Chicago,  Illinois 

58 

Montgomery  Ward 

Brittingham  family 

298 

Mexico;  Dallas,  Texas 

525 

Ceramic  tile 

Broad,  Eli 

190 

Los  Angeles,  California 

63 

1,100 

Home  building 

Bronfman,  Edgar  Miles,  Sr. 

126 

New  York,  New  York 

67 

2,700 

Seagram  Co. 

Brown  family 

298 

Louisville,  Kentucky 

1,300 

Brown-Forman  Corp. 

Brown,  Jack  Eugene  ■ 

322 

Midland,  Texas 

71 

Oil 

Buffett,  Susan  Thompson 

184 

San  Francisco,  California 

64 

1,200 

Berkshire  Hathaway 

♦New  entry.  O  Returnee.  "Dropout.  tNearmiss. 
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Age 
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Primary  sources 

Biiffett,  Warren  Edward 

109 

Omaha,  Nebraska 

66 

15,000 

Stock  market 

Busch  family 

298 

St.  Louis,  Missouri 

1,600 

Anheuser-Busch 

Butler,  Sarah  Turner 

252 

Columbus,  Georgia 

76 

560 

Inheritance  (Coca-Cola) 

Butt,  Charles  C.  and  family 

246 

San  Antonio,  Texas 

58 

600 

Grocery  stores 

Cafaro,  William  Michael 

224 

Hubbard,  Ohio 

83 

725 

Shopping  malls 

Campbell  family 

300 

Hawaii 

1,000 

Land,  investments 

Cargill  James  R. 

162 

Minneapolis,  Minnesota 

72 

1,500 

Cargill,  Inc. 

Cargill,  Margaret 

162 

La  Jolla,  California 

76 

1,500 

Cargill,  Inc. 

Carlson,  Curtis  LeRoy 

188 

Long  Lake,  Minnesota 

82 

1,100 

Radisson 

Carter  family 

300 

Dallas  area 

500 

Direct  selling 

Carver  family 

300 

Muscatine,  Iowa 

430 

Bandag,  Inc. 

Carver,  Lucille  ■ 

322 

Muscatine,  Iowa 

79 

Bandag,  Inc. 

Cayre  family 

300 

New  York,  New  York 

1,100 

Media 

Chace,  Malcolm  G.  Ill  * 

284 

Providence,  Rhode  Island 

61 

440 

Inheritance 

Chambers,  Anne  Cox 

114 

Atlanta,  Georgia 

76 

4,000 

Inheritance  (Cox  Enterprises) 

Chan,  Ronnie 

214 

Hong  Kong 

46 

800 

Real  estate 

Chandler  family 

300 

Los  Angeles,  California 

2,100 

Times  Mirror  Co. 

Checchi,  Alfred  A. 

254 

Los  Angeles,  California 

48 

550 

Northwest  Airlines  Corp. 

Chowdry,  Michael  * 

244 

Denver,  Colorado 

41 

600 

Atlas  Air 

Clapp  family 

300 

Seattle,  Washington 

1,400 

Lumber 

Clark  family 

300 

Cooperstown,  New  York 

630 

Sewing  machines 

Clark,  James  H. 

224 

Woodside,  California 

52 

710 

Netscape 

Clayton,  James  Lee 

251 

Knoxville,  Tennessee 

62 

570 

Mobile  homes 

Close  family 

302 

Fort  Mill,  South  Carolina 

500 

Textiles 

Colket,  Tristram  C.  0 

174 

Paoli,  Pennsylvania 

58 

470 

Inheritance  (Campbell  Soup) 

Collier  family 

302 

Naples,  Florida 

1,400 

Real  estate 

Comer,  Gary  Campbell 

262 

Chicago,  Illinois 

67 

525 

Lands'  End 

Connell,  Grover 

266 

Westfield,  New  Jersey 

78 

500 

Equipment  leasing 

Connell,  William  * 

254 

Swampscott,  Massachusetts 

58 

560 

Scrap  metal 

Cook,  Jane  Bancroft  ■ 

322 

Cohasset,  Massachusetts 

81 

Inheritance  (Dow  Jones) 

Cook,  Scott,  D,  ■ 

322 

Palo  Alto,  California 

43 

Intuit  Inc. 

Cook,  William 

222 

Bloomington,  Indiana 

65 

750 

Catheters 

Cooke,  Jack  Kent 

212 

Middleburg,  Virginia 

83 

825 

Real  estate 

Cooke,  Phoebe  Hearst 

264 

San  Francisco,  California 

69 

500 

Inheritance 

Coors  family 

302 

Golden,  Colorado 

600 

Beer 

Copley,  Helen  Kinney 

246 

La  Jolla,  California 

73 

600 

Inheritance 

Corn,  Elizabeth  Turner 

252 

Columbus,  Georgia 

70 

560 

Inheritance  (Coca-Cola) 

Coulter,  Joseph  R.  ■ 

322 

Miami,  Florida 

deceased 

Medical  equipment 

Coulter,  Wallace  Henry 

266 

Miami,  Florida 

83 

500 

Medical  equipment 

Cowles  family 

302 

Minneapolis,  Minnesota 

575 

Media 

Crown,  Lester  and  family 

140 

Wilmette,  Illinois 

71 

2,000 

Inheritance 

Culien  family 

302 

Houston,  Texas 

550 

Oil 

Cumming,  Ian  M.  ■ 

322 

Salt  Lake  City,  Utah 

55 

Banking,  insurance 

Damon  family 

302 

Hawaii,  California 

750 

Banking,  real  estate 

Darden,  Constance  du  Pont  and  family 

276 

Norfolk,  Virginia 

92 

480 

Inheritance  (Du  Pont  Co.) 

Dart,  William  A. 

228 

Sarasota,  Florida 

68 

700 

Dart  Container 

Davenport,  Elizabeth  Lupton 

236 

Lookout  Mountain,  Tennessee 

63 

630 

Inheritance  (Coca-Cola  bottling) 

Davidson,  Janice  G.  * 

284 

Torrance,  California 

52 

475 

Software 

Davidson,  Robert  * 

284 

Torrance,  California 

52 

475 

Software 

Davidson,  William  Morse 

176 

Bloomfield  Hills,  Michigan 

73 

1,200 

Guardian  Industries  Corp. 

Davis  family 

302 

Jacksonville,  Florida 

2,300 

Winn-Dixie  Stores 

Davis,  Marvin  Harold 

134 

Beverly  Hills,  California 

71 

2,200 

Oil,  real  estate 

Day,  Robert  Addison  Jr. 

247 

New  York,  New  York 

52 

590 

Money  management 

"^vton  family 

304 

Minneapolis,  Minnesota 

1,000 

Retailing 

De  Young  family 

304 

San  Francisco,  California 

1,400 

Publishing 

Debartolo,  Edwarrl  John  Jr. 

234 

Youngstown,  Ohio 

50 

650 

Shopping  centers 

try.  0  Returned.  "Dropout.  tNearmiss. 
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SPX. 

THE  BUSINESS  JET  THAT  LEAVES 
THE  OTHERS  UP  IN  THE  AIR. 


\jk§  hen  the  SPX  touches  down  at  LAX 

WW  on  a  non-stop  flight  from  New  York, 
its  nearest  competitor  is  just  entering 
Arizona  airspace.  That's  one  hour  faster 
than  any  other  manufacturer's  mid-size 
business  jet.  The  Lear  60  and  Citation  VII 
require  a  stop* 


to  complete  the 
mission. 

The  SPX 
brings  a  whole 
new  dimension  to 
the  world  of  busi- 
ness aviation. 
Born  of  advanced 
technology,  the 
fuselage  fits  the 
human  form  and  achieves  the  highest 
degree  of  aerodynamics.  Interior  space  is 
maximized  while  minimizing  the  external 
frontal  drag.  As  a  result,  the  SPX  can  fly 
non-stop*  from  New  York  City  to 
Los  Angeles  at  a  speed  of  .82  mach. 

Climb  to  the  top 

Thanks  to  the  new 
more  powerful,  highly 
efficient  AlliedSignal 


NEW  YORK(TEB)  to  LOS  ANGELES(LAX) 


TFE  731-40 


731-40  engines,  the  SPX  offers 
a  range  of  3,690  miles,  600  miles  greater 


than  the  Hawker  800.  The  digitally 
controlled  engines  were  derived  from 
AlliedSignal's  highly  successful 
turbo  fan  engines  with  a  histo- 
ry of  more  than  28  million 
flight  hours.  Truly  a  global  per- 
former, 
the  SPX  will 
fly  you  to 

London  from  New  York, 
non-stop.  Combining  the 
731-40  engines  with  the 
new  wing  design,  the  SPX 
achieves  extraordinary 
short  field  performance. 
On  a  1,000  mile  mission, 
it  can  take  off  from 
runways  500  feet  shorter  than  any  of  its 
mid-size  competitors.  In  fact,  the  SPX 
can  take  off  from  shorter  fields  than  the 
Beechjet  400A  and  has  a  lower  operating 
cost  per  mile  than  the  Citation  V  Ultra. 
The  SPX  offers  the  most  advanced 

digital  avionics  that  will  be  available 
on  future  larger  business  jets  like 
the  Challenger  604,  Falcon  2000 
and  the  Galaxy.  This  advanced  Collins 
avionics  package  provides  your  pilots 
with  greater  information  and  reliability. 


SPX 


Lear  60 


•  *  Take  off  to  touch  down 
includes  1  hour  refuel  stop 


More  comfort  on  the  inside 

The  SPX  can  cruise  above  the  weath- 
er at  41,000  feet  for 
longer  periods  of 
time  than  any 
mid-size  business 
aircraft,  adding  to 
the  comfort  and 
quietness  of  the 
cabin  environment.  Henry  Dreyfuss 
Associates  designed  the  cabin  interior 
around  their  human  engineering  philoso- 
phy. The  SPX  offers  greater  leg  room 
than  a  Lear  60  and  has  a  longer  cabin. 

Your  stockholders  will  applaud 

The  SPX  is  part  of  a  new  generation 
of  business  aircraft.  This  comes  at  a  time 
when  large  and  small  corporations  are 
looking  at  new  ways  to  reduce  their 
overhead  and  improve  their  profits. 
It's  the  new  reality  in  business  aviation. 
It's  something  your  stockholders 
will  applaud. 

For  more  information,  please  call 
1609  987-1125  or  fax  us  at  1609  987-8118 
and  learn  more  about  the  business  jet 
that  leaves  the  others  up  in  the  air. 


Leadership.. .by  design 
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HUMORED 


Page 

Residence 

Age 

Worth 

Primary  sources 

Detlman,  Robert  Henry  Sr. 

208 

Dallas,  Texas 

70 

900 

Country  clubs 

Dell,  Michael 

185 

Austin,  Texas 

31 

1,100 

Dell  Computer  Corp. 

Oemoulas  family 

304 

Boston  area 

> 

675 

Supermarkets 

OeVos,  Richard  Marvin 

120 

Ada,  Michigan 

70 

3,200 

Amway 

Dillon  family 

304 

Far  Hills,  New  Jersey 

650 

Finance 

Disney,  Roy  £.dward 

223 

Los  Angeles,.California 

66 

740 

Walt  Disney  Co. 

Dixon,  Fttz  F.ugene  Jr. 

292 

Lafayette  Hill,  Pennsylvania 

73 

425 

Inheritance 

Dolan,  Charles  Francis 

263 

Oyster  Bay,  New  York 

70 

510 

Cable  TV 

Donneliey  family 

304 

Chicago,  Illinois 

1,400 

R.R.  Donnelley  &  Sons 

Dorrance,  Bennett 

154 

Paradise  Valley,  Arizona 

49 

1,800 

Inheritance  (Campbell  Soup) 

Druckenmiller,  Stanley 

224 

New  York,  New  York 

43 

700 

Money  management 

Duffield,  David  A. 

182 

Danville,  California 

56 

1,200 

PeopleSoft  Inc. 

Duke,  Jennifer  Johnson  0 

240 

Jacksonville,  Florida 

55 

610 

Inheritance  (Johnson  &  Johnson) 

du  Pont,  Alexis  Felix  Jr.  and  family 

274 

Wilmington,  Delaware 

90 

490 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Irenee  Jr.  and  family 

276 

Montchanin,  Delaware 

76 

480 

Inheritance  (Du  Pont  Co.) 

du  Pont  (Pierre  Samuel  II)  family 

305 

Delaware,  Virginia 

10,500 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Willis  Harrington  and  family  ■ 

322 

Palm  Beach,  Florida 

57 

Inheritance  (Du  Pont  Co.) 

Durst  family 

305 

New  York  City  area 

650 

Real  estate 

Earhart,  Anne  Catherine  Getty 

246 

Laguna  Beach,  California 

44 

600 

Inheritance  (oil) 

Ebrahimi,  Farhad  Fred 

292 

Denver,  Colorado 

57 

425 

Quark  Inc. 

Edson,  John  Orin 

226 

Seattle,  Washington 

64 

700 

Manufacturing 

Egan,  Richard  J. 

264 

Hopkinton,  Massachusetts 

60 

500 

EMC  Corp. 

Eisner,  Michael  D.  at 

324 

Los  Angeles,  California 

54 

405 

Walt  Disney  Co. 

Ellis,  Alpheus  Lee  ■ 

322 

Tarpon  Springs,  Florida 

deceased 

Banking 

Ellison,  Lawrence  J. 

110 

Atherton,  California 

52 

6,000 

Oracle  Corp. 

Engelhard,  Jane  B. 

288 

Far  Hills,  New  Jersey 

78 

430 

Inheritance 

Engelstad,  Ralph  L. 

292 

Las  Vegas,  Nevada 

66 

425 

casino/hotel 

Farmer,  Richard  T. 

224 

Indian  Hill,  Ohio 

61 

720 

Cintas  Corp. 

Feeney,  Charles  F. 

202 

London,  England 

65 

975 

Duty  Free  Shoppers 

Feld,  Kenneth 

250 

Potomac,  Maryland 

48 

575 

Circus 

Field,  Frederick  Woodruff 

202 

Beverly  Hills,  California 

44 

975 

Inheritance  (media) 

Fireman,  Paul  Barry 

261 

Newton,  Massachusetts 

52 

535 

Reebok 

Fisher,  Donald  George 

180 

San  Francisco,  California 

68 

1,200 

The  Gap 

Fisher,  Doris  Feigenbaum 

180 

San  Francisco,  California 

65 

1,200 

The  Gap 

Fisher,  John  J.  * 

287 

San  Francisco,  California 

35 

435 

Inheritance  (The  Gap) 

Fisher,  Lawrence 

268 

New  York,  New  York 

86 

500 

Real  estate 

Fisher,  Max  Martin 

280 

Franklin,  Michigan 

88 

470 

Oil,  investments 

Fisher,  Robert  J.  * 

287 

San  Francisco,  California 

42 

435 

Inheritance  (The  Gap) 

Fisher,  William  S.  * 

287 

San  Francisco,  California 

39 

435 

Inheritance  (The  Gap) 

Fisher,  Zachary 

268 

New  York,  New  York 

85 

500 

Real  estate 

Flatley,  Thomas  John 

286 

Milton,  Massachusetts 

64 

450 

Real  estate 

Flinn,  Lawrence  Jr. 

251 

Greenwich,  Connecticut 

60 

570 

United  Video  Satellite  Group 

Flint,  Lucile  du  Pont  and  family  ■ 

322 

Greenville,  Delaware 

deceased 

Inheritance 

Ford,  Josephine  0 

232 

Grosse  Pointe  Farms,  Michigan 

73 

660 

Inheritance  (Ford  Motor  Co.) 

Ford,  William  Clay 

184 

Grosse  Pointe  Shores,  Michigan 

71 

1,100 

Inheritance  (Ford  Motor  Co.) 

Foss,  Donald  * 

256 

Farmington  Hills,  Michigan 

52 

550 

Credit  Acceptance  Corp. 

France  family 

305 

Daytona  Beach,  Florida 

550 

Auto  racing 

Fribourg,  Michel 

138 

New  York,  New  York 

83 

2,100 

Grain  trader 

Friedman,  Phyllis  Koshland  * 

174 

San  Francisco,  California 

73 

490 

Inheritance  (Levi  Strauss) 

Frist,  Thomas  F.  Jr. 

188 

Nashville,  Tennessee 

58 

1,100 

Columbia/HCA  Healthcare 

Fritz,  Lynn  C.  ■ 

322 

San  Francisco,  California 

54 

Fritz  Cos  Inc. 

Frost,  Phillip 

274 

Miami  Beach,  Florida 

60 

490 

Pharmaceuticals 

Gallo,  Ernest 

295 

Modesto,  California 

87 

420 

Wine 

Galvin,  Robert  William 

180 

Barrington  Hills,  Illinois 

74 

1,200 

Motorola,  Inc. 

Gates,  Charles  Cassius  Jr. 

190 

Denver,  Colorado 

75 

1,100 

Gates  Corp. 

*New  entry.  0  Returnee.  ■Dropout,  tNearmiss. 
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X.  • 


You  have  12  minutes  to  make  changes  on  a  thousand  copies. 
Is  now  a  good  time  to  talk  copying  systems? 


you  to  a  better 
way  to  meet  the 
business  challenges  you  face,  everyday. 
Company-wide  meetings.  Last  minute 
changes.  Fast  turnarounds.  So  what's 
the  solution?  The  Corporate  Line  of 
high-volume  copiers  from  Canon. 

In  today's  fast-paced  business 
environment,  you  need  the  most 
advanced  systems  to  simplify  your 
operation.  That's  where  The  Corporate 
Line  comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give  you 
the  power  and  speed  you  need  in  a 
central  reproduction  environment.  And 
yet  they're  so  user-friendly,  they  can 
be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and  finish- 
ing capabilities,  you'll  see  the  impact 
our  Corporate  Line  copiers  can  make 
on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability 
that  has  made  Canon  the  industry 
leader  for  the  last  14  years.  Each 
machine  is  specifically  designed  to 
maximize  your  company's  produc- 
tivity and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of  high- 
volume  copiers.  For  more  information, 
call  1-800-OK-CANON  anytime,  or 
visit  us  at  http://www.usa.canon.com 
on  the  Web. 


Canon 


■»iiii«inimM»iiiiniMiliMlHM«Bt|lini  I II  mil 


Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

uates,  William  Henry  III 

1  fiQ 

lUo 

Bellevue,  Washington 

an 

4U 

IVIIlslUoUl  I  l»Ul  p. 

Gaylord,  Edward  Lewis 

ono 

Oklahoma  City,  Oklahoma 

77 
/  / 

Did 

IVIcUld 

Geballe,  Frances  Koshland 

1  00 

lie 

San  Francisco,  California 

7C 

L,L\J\J 

lllllcl  ILalluC  \LcVI  jlldlljjj 

Geffen,  David 

Malibu,  California 

DO 

1  Qno 

1,  jUU 

Music 

Gerry,  Alan 

03n 

Liberty,  New  York 

fi7 
0/ 

OUJ 

Pahlp  TV 

UdUic  1  V 

Getty,  Caroline  Marie 

OAP. 

San  Francisco,  California 

OtJ 

Inhpntanro  fnill 
II 1 1  It  1  lldMLC  \>J\\j 

Getty,  Gordon  Peter 

1 

San  Francisco,  California 

K0 

1 , 1  uu 

Inhoriisnro  ffiii^ 
lllllcllldlltc  tUIIJ 

Getty,  J.  Paul  Jr. 

one 
zUb 

London,  England 

F.A 
04 

Q9^ 

lllllcl HdllLc  \\J\\) 

Giannuiii,  Mossimo  * 

07Q 
Lit) 

Laguna  Beach,  California 

10 

Plnthina 

Gill,  Timothy 

OQO 

Denver,  Colorado 

no 

Ht,  J 

Hiiarlt  Inr 

VJUa  1  A  lilt 

Glazer,  Guilford 

OCO 
LXiL 

Beverly  Hills,  California 

1 D 

r\FJdl  coldlc 

Goergen,  Robert  B.  * 

07  A 

Greenwich,  Connecticut 

Ml 

P  ci  nH  Ific 
UaflUIca 

Goizueta,  Roberto  Crispulo 

0(1!) 

Atlanta,  Georgia 

On 

0/  J 

Pnra-Pnla 

Goldman  family 

one 

OUJ 

New  York  City  area 

son 

Inhoritanpp  (rp%\  pctatp^ 
lllllcllldlltc  ileal  djl.alcj 

Goldman,  Knoda  Haas  ■ 

100 

San  Francisco,  California 

Hppd  3  c  oH 
UcLcdocU 

Inhprit^nrp  (*l  p\/i  RtraiK^^ 

MlllclUdlitu  \LCVI  OllduooJ 

Goldman,  Kicnard  N.  * 

1 1A 

1/4 

San  Francisco,  California 

7K 
/  0 

In horit a nrfj  (\  P\/i  ^tr^ncc^ 
lllllcllldlltc  \LCVI  OtlaujjJ 

Goldsbury,  Kit 

one. 
cub 

San  Antonio,  Texas 

Dl 

Odlod 

Gonda,  Leslie  L. 

0K0 

Dcveny  runs,  oaiiiornia 

77 
/  / 

J  JU 

Intprn^tinna  1  1  osico  Finanre  Pn 

lULCl  lid UUlid  1  LCdoC  rilldllUC  uu. 

Gonda,  Louis  L. 

OCO 
LJL 

Beverly  Hills,  California 

4o 

cu 

J  J  J 

1  ntorn Qtinn a  1  1  qqco  PinQnro  Pn 
llllcl  NdilUlldl  Lcdbc  rllldlltc  UU. 

Goodnight,  James  * 

1  ZA 

1 34 

Cary,  North  Carolina 

JO 

9  nnn 

OUI  IWdlc 

flftro  family 
uuic  idiiiny 

305 

Npw^rk  Dplawarp 

llCVVul  n,   U  t  .  0  VV  a  1  C 

950 

Gorman  family 

306 

Freeport,  Maine 

480 

LL  Bean 

Gosman,  Abraham  * 

280 

Palm  Beach,  Florida 

67 

480 

Mediplex,  etc. 

Gottwald  family 

306 

Richmond,  Virginia 

875 

Ethyl  Corp. 

Graham  family 

306 

Washington,  D.C. 

775 

Washington  Post  Co. 

Green,  Pincus 

210 

Meggen,  Switzerland 

61 

800 

Commodities  trader 

Greenberg,  Maurice  Raymond 

166 

New  York,  New  York 

71 

1,400 

American  International  Group 

Gund  family 

306 

Cleveland  origin 

2,100 

Inheritance  (Sanka,  banking) 

Haas,  Evelyn  Danzig  * 

174 

San  Francisco,  California 

79 

1,100 

Inheritance  (Levi  Strauss) 

Haas,  John  Charles 

230 

Villanova,  Pennsylvania 

78 

665 

Rohm  &  Haas 

Haas,  Josephine  B. 

122 

San  Francisco,  California 

82 

1,200 

Inheritance  (Levi  Strauss) 

Haas,  Margaret  E. 

122 

San  Francisco,  California 

41 

770 

Inheritance  (Levi  Strauss) 

Haas,  Peter  E.  Jr. 

122 

San  Francisco,  California 

48 

1,200 

Inheritance  (Levi  Strauss) 

Haas,  Peter  E.  Sr. 

122 

San  Francisco,  California 

77 

3,100 

Inheritance  (Levi  Strauss) 

Haas,  Robert  D. 

122 

San  Francisco,  California 

54 

1,100 

Inheritance  (Levi  Strauss) 

Haebler  family 

307 

Milwaukee,  Wisconsin 

860 

Int'l  Flavors  and  Fragrances 

Hall,  Donald  Joyce 

168 

Mission  Mills,  Kansas 

68 

1,300 

Inheritance  (Hallmark) 

Hamilton,  Dorrance  Hill 

174 

Wayne,  Pennsylvania 

68 

1,300 

Inheritance  (Campbell  Soup) 

Harbert,  Marguerite  * 

212 

Birmingham,  Alabama 

73 

870 

Inheritance  (construction) 

Harbert,  Raymond  ■ 

322 

Birmingham,  Alabama 

37 

Inheritance 

Hardie,  Mary  Jane  Hoiles  ■ 

322 

Marysville,  California 

deceased 

Publishing 

Hascoe,  Norman 

277 

Greenwich,  Connecticut 

67 

475 

Semiconductor  materials 

Haworth  family 

307 

Holland,  Michigan 

750 

Haworth  Inc. 

Hearst,  Austin 

264 

New  York,  New  York 

44 

500 

Inheritance 

Hearst,  David  Whitmire  Jr. 

264 

Los  Angeles,  California 

51 

500 

Inheritance 

Hearst,  George  Randolph  Jr. 

264 

Los  Angeles,  California 

69 

500 

Inheritance 

Hearst,  Randolph  Apperson 

194 

New  York,  New  York 

80 

1,000 

Inheritance 

Hearst,  William  Randolph  III 

264 

San  Francisco,  California 

47 

500 

Inheritance 

Heinz,  Teresa  F. 

213 

Fox  Chapel,  Pennsylvania 

58 

800 

Inheritance  (H.J.  Heinz  Co.) 

Helmsley,  Harry  Brakmann 

160 

New  York,  New  York 

87 

1,700 

Real  estate 

Herb,  Marvin  J. 

246 

Chicago,  Illinois 

59 

600 

Coca-Cola  bottler 

Hess,  Leon 

232 

Deal,  New  Jersey 

81 

650 

Amerada  Hess 

Hewlett,  William  Redington 

126 

Portola  Valley,  California 

83 

2,900 

Hewlett-Packard 

Heyman,  Samuel  J. 

230 

New  York,  New  York 

57 

675 

GAF  Corp. 

Hill,  Margaret  Hunt  ■ 

322 

Dallas,  Texas 

80 

Inheritance  (oil) 

Hillenbrand  family 

307 

Batesville,  Indiana 

1,300 

Caskets,  hospital  beds 

Hillman,  Henry  Lea 

128 

Pittsburgh,  Pennsylvania 

77 

2,600 

Industrialist 

Hi-ion,  William  Barron 

243 

Holmby  Hills,  California 

68 

600 

Hotels 

*New  entry.  0  Returnee.  ■Dropoi  i  +Near  miss. 
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THE  ADVERTISERS  APPEARING  IN  THIS  EDITION  OF  FORBES  WOULD  LIKE 
TO  SEND  YOU  MORE  INFORMATION  ABOUT  THEIR  PRODUCTS/SERVICES. 

Advertisers  are  listed  by  number.  Simply  circle  the  number(s)  on  the  attached  post-paid  card 
of  the  advertiser(s)  you're  interested  in.  If  the  card  is  missing,  circle  the  number(s)  on  this 
page  and  mail  it  to  FORBES  Reader  Service  Center,  650  South  Clark,  Chicago,  IL  60605-991 2 
or  fax  it  to  312-922-3165. 


FOR  FREE  INFORMATION  ON  ADVERTISERS  LISTED: 

BY  MAIL: 

Fill  out  the  attached  post-paid  card 
BY  PHONE: 
Call  1-800-463-6903 
BY  FAX: 

Fax  attached  card  or  form  to  312-922-3165 


24. 

The  Benham  Croup,  part  of  the 

48. 

The  Breakers,  Palm  Beach,  FL 

Twentieth  Century  Family  of  Mutual 

Call  1-888-BREAKERS 

Funds.  Call  1-800-345-2021 

49.  Countrywide  Home  Loans 

for  more  information. 

1-800-Easy-877 

25. 

Compensation  Resource  Croup,  Inc. 

50. 

Cross  Creek  Apparel 

26.  Countrywide  Home  Loan  Corporation 

51. 

Dunhill  International  Cigarettes 

27. 

CS  First  Boston 

52. 

Inclinator  Company  of  America,  Inc. 

28. 

Fannie  Mae 

53. 

Kenwood  USA.  Call  1  -800-KENWOOD 

29. 

First  Union  Capital  Markets  Group 

for  the  dealer  nearest  you. 

30. 

Cabelli 

54. 

Land  Rover  North  America,  Inc. 

31. 

CT  Global  Mutual  Funds. 

55. 

The  Peninsula  Beverly  Hills 

Call  1-800-824-1580 

56. 

Renaissance  Pen  Company  - 

for  more  information. 

St.  Louis,  MO 

32. 

Global  Financial  Traders. 

57. 

The  Ritz-Carlton  Hotel  Company,  L.L.C. 

Call  1-800-313-6868 

58. 

Saab  Cars,  USA 

33. 

Jack  White  &  Company 

59. 

Silverstate  1  -800-999-Dali  ** 

34. 

Janus  Funds. 

60. 

Steelcase  Inc. 

Call  1-800-525-8983,  ext.  415 

61. 

Sturm,  Ruger  &  Company,  Inc. 

35. 

The  Principal  Financial  Group 

62. 

Texas  Instruments 

36. 

Republic  Bank 

Digital  Light  Processing 

AREA  DEVELOPMENT 


1 .  Mississippi  Department  Economic  and 
Community  Development 

2.  Phillips  Petroleum  Company 

3.  Roanoke  Valley  Economic 
Development  Partnership 


BUSINESS  TO  BUSINESS 


4.  American  Institute  of  Architects 

5.  American  Institute  of  CPA's 

6.  Blue  Cross  Blue  Shield  Association 
1-800-244-BLUE  * 

7.  Columbia  -  nation's  largest 
provider  of  healthcare  services 

8.  GE  Information  Services 

9.  Grainger 

10.  Guardsmark  Security  Services,  Inc. 
Call  1-800-238-5878 

1 1 .  Mastercard  International  Business  Card 

1 2.  Royal  Insurance 

13.  Schneider  North  America 

14.  Strategies  &  News 

15.  TAIWAN.  Your  source  for  Innovalue  sm 

16.  Texas  Instruments 
Digital  Light  Processing 

1  7.  Toyota  in  America 


ANNUAL  REPORTS 


1 8.  ALLTEL  Corporation 


FINANCIAL  SERVICES 


37. 
38. 

39. 

40, 

41 


42 


Robertson  Stephens 

T.  Rowe  Price.  Roll  over  your  IRA. 

1-800-541-8466 

T.  Rowe  Price.  International  Stock  Fund. 
1-800-541-8467 

Twentieth  Century  Mutual  Funds 
1-800-345-2021  or 
http://www.twentieth-century.com  * 
Put  UBS  on  your  team; 
call  Peter  E.  Guernsey,  Jr.  at 
(212)  649-1075.  In  California  call 
Roger  Wacker  (21  3)  489-0600. 
Zurich-American  Insurance  Group 


EDUCATION 


63.  University  of  Phoenix  Online  Campus 


fall  business  travel 


COMPUTER/TECHNOLOGY 


19. 

A  1  M  Distributors,  Inc. 

20. 

American  Express  Advisors 

43.  Acer  Computer, 

21. 

American  Express  Financial  Direct 

1-408-432-6200,  www.acer.com/aac/ 

1 -800-AXP-201 1 

44.  Fujitsu  PC  Corporation 

22. 

American  Express  Fund  Source 

45.  U.S.  Robotics 

1-800-AXP-2011 

23. 

Bank  Julius  Baer. 

CONSUMER  PRODUCTS/SERVICES 

http://www.juliusbaer.com 

64. 
65. 
66. 


67. 
68. 
69. 

70. 


Air  Travel  Card 

COMSAT  Mobile  Communications 
The  Fairmont  Hotels.  Call 
1-800-527-4727  for  reservations 
or  a  complimentary  brochure. 
Hertz 

MCI  World 

Nikko  Hotels  International  - 
North  America 
Northwest  Airlines 


46.  Allen-Edmonds  Shoe  Corporation 

47.  The  Province  of  Beverly  Hills 


Calls  only 

Silverstate  only  sends  catalogues  to  cards 
that  include  phone  numbers. 


Name 
Title 


Company  


Address 


City /State/Zip 


Telephone 


Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

H>xon  family 

308 

Pasadena,  Californi3 

1,200 

Connectors 

j  i  \j  ■  i  \»  it  i  o  i  ■  1 1 1  y 

308 

California;  Colorado 

1,200 

Publishing 

Moiies,  Harry  Howard  b 

322 

Colorado  Springs,  Colorado 

80 

Publishing 

Holding  Robert  Earl 

216 

Salt  Lake  City,  Utah 

69 

800 

Gas  stations  real  estate 

Hnllinp^worth  John  D 

287 

Greenville  South  Carolina 

78 

450 

Textile  machinery 

216 

New  York  New  York 

63 

800 

Rpvprapp  distribution 

Horvitz  family 

308 

Cleveland  area;  Florida 

1,000 

Inheritance  (media) 

Hostetter,  Amos  Barr  Jr. 

174 

Boston,  Massachusetts 

59 

1,300 

Continental  Cablevision 

Houghton  family 

308 

Corning,  New  York 

500 

Corning  Glass  Works 

Hubbard,  Stanley  Stub  0 

156 

St.  Mary's  Point,  Minnesota 

63 

1,800 

Broadcasting 

Huber  family 

309 

Rumson,  New  Jersey 

525 

J.  M.  Huber  Corp. 

Hughes,  Bradley  Wayne  * 

213 

Glendale,  California 

63 

800 

Public  Storage  Inc. 

Hughes  family 

309 

California;  Nevada 

1,000 

Hughes  Aircraft 

Huizenga,  Harry  Wayne 

166 

Fort  Lauderdale  Florida 

58 

1,400 

Blockbuster  Entertainment 

Hunt  Caroline  Rose 

260 

Dallas,  Texas 

73 

540 

Inheritance  (oil) 

Hunt,  Ray  Lee 

142 

Dallas,  Texas 

53 

2,000 

Oil  and  gas 

Huntsman,  Jon  Meade 

131 

Salt  Lake  City,  Utah 

59 

2,500 

Plastics,  chemicals 

Hyde,  Joseph  Reeves  III 

276 

Memphis,  Tennessee 

53 

480 

Auto  parts 

Icahn,  Carl  Celian 

203 

New  York,  New  York 

60 

950 

Finance 

Idema  family 

309 

Grand  Rapids,  Michigan 

1,100 

Steelcase 

Mitch,  Michael 

237 

Detroit,  Michigan 

67 

625 

Pizza 

Ingram,  Martha  Robinson  Rivers 

142 

Nashville,  Tennessee 

61 

2,000 

Inheritance 

Jacobs,  Jeremy  Maurice  ■ 

323 

East  Aurora,  New  York 

56 

Sports  concessions 

Jacobs,  Richard  E.  ■ 

323 

Lakewood,  Ohio 

71 

Shopping  centers 

Jamail,  Joseph  Dahr  Jr. 

213 

Houston,  Texas 

70 

825 

Lawsuits 

Jannard,  Jim 

190 

Irvine,  California 

47 

1,000 

Sunglasses 

Jenkins  family 

309 

Lakeland,  Florida 

1,300 

Publix  Super  Markets 

Jobs,  Steven  Paul  0 

280 

Palo  Alto,  California 

41 

470 

Computers 

Johnson,  Abigail 

130 

Boston,  Massachusetts 

34 

2,500 

Fidelity  Investments 

Johnson,  Barbara  Piasecka 

176 

Princeton,  New  Jersey 

59 

1,200 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Charles  Bartlett 

203 

Hillsborough,  California 

63 

960 

Franklin  Resources  Inc. 

Johnson,  Edward  Crosby  III 

130 

Boston,  Massachusetts 

66 

1,300 

Fidelity  Investments 

Johnson,  James  Loring  0 

240 

Pottersville,  New  Jersey 

51 

610 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Rupert  Harris  Jr. 

203 

Hillsborough,  California 

56 

765 

Franklin  Resources 

Johnson,  Samuel  Curtis 

128 

Racine,  Wisconsin 

68 

2,600 

S.C. Johnson  &  Son 

Jones,  Jerral  Wayne 

288 

Dallas,  Texas 

54 

435 

Oil  and  gas 

Jordan  family 

309 

Boston  origin 

950 

Inheritance  (media,  retailing) 

Joseph,  George  0 

282 

Los  Angeles,  California 

75 

460 

Mercury  General  Corp. 

Kaiser,  George  B. 

218 

Tulsa,  Oklahoma 

54 

780 

Oil  and  gas 

Kamins,  Philip  Evan 

274 

Beverly  Hills,  California 

60 

490 

Plastics 

Katzenberg,  Jeffrey  t 

325 

Malibu,  California 

45 

400 

Entertainment 

Keck,  Howard  Brighton  «t 

324 

Los  Angeles,  California 

83 

420 

Superior  Oil  Co. 

Keinath,  Pauline  MacMillan 

202 

St.  Louis,  Missouri 

64 

975 

Inheritance  (Cargill,  Inc.) 

Kelly,  William  Russell 

277 

Fort  Lauderdale,  Florida 

90 

475 

Kelly  Services,  Inc. 

Kerkorian,  Kirk 

118 

Las  Vegas,  Nevada 

79 

3,400 

Investments 

Kimmel,  Sidney 

236 

Philadelphia,  Pennsylvania 

67 

630 

Jones  Apparel 

Kleberg  family 

309 

King  Ranch,  Texas 

800 

Inheritance  (real  estate) 

Kluge,  John  Werner 

110 

Charlottesville,  Virginia 

82 

7,200 

Metromedia  Co. 

Knight,  Philip  Hampson 

111 

Beaverton,  Oregon 

58 

5,300 

Nike,  Inc. 

Koch,  Charles  de  Ganahl 

138 

Wichita,  Kansas 

60 

2,000 

Inheritance  (oil  services) 

Koch,  David  Hamilton 

138 

New  York,  New  York 

56 

2,000 

Inheritance  (oil  services) 

Koch,  Frederick  Robinson 

226 

London,  England 

62 

550 

Inheritance  (oil  services) 

Koch,  Wiiliam  Ingraham 

226 

Palm  Beach,  Florida 

56 

700 

Inheritance  (oil  services) 

Kohlberg,  Jerome  Spiegel  Jr. 

224 

Mount  Kisco,  New  York 

71 

715 

Leveraged  buyouts 

Kohler  family 

310 

Kohler,  Wisconsin 

770 

Plumbing  fixtures 

♦New  entry.  0  Returnee  ■Dropout.  tNearmiss. 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria.] 


*399™r 

$1 ,995  down /30mos. 


[Riviera  by  Buick] 


Riviera  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
240-hp  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Visit  our  Web  site  at 
http://www.buick.com  or  call  1-800-4-RIVIERA  for  personalized  information. 


•$399.00  per  month  (or  30  months.  $1,995.00  DOWN  PAYMENT.  $2,844.00  due  at  lease  signing  (first  month's  payment  of  $399.00,  plus  $450  00  refundable  security  deposit,  plus  down  payment).  Taxes,  license,  title  fees,  and  insurance  extra. 
GMAC  must  approve  lease.  Special  lease  program  available  only  on  a  '97  Buick  Riviera  eguipped  with  option  package  SE,  3800  Series  II  Supercharged  engine,  leather  trimmed  bucket  and  heated  memory  seats,  and  Astroroof  (in  CA,  OR.  WA,  and 
ID,  Riviera  equipped  with  option  package  SG  and  Astroroof).  Monthly  payments  total  $1 1 ,970.00.  Payments  may  be  higher  in  Alabama,  Connecticut,  Hawaii.  New  York,  Rhode  Island,  Texas  and  Virginia.  Option  to  buy  at  lease  end  for  price 
determined  at  lease  signing.  Mileage  charge  of  $.15  per  mile  over  30,000  miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  December  31, 1996.  This  is  a  special  GMAC  lease  program.  See  your 
participating  dealer  for  qualification  details. 


Page    Residence  Age    Worth      Primary  sources 

($mil) 


Koshiand,  Daniel  E.  Jr. 

122 

San  Francisco,  California 

76 

795 

Inheritance  (Levi  Strauss) 

Kovner,  Bruce 

256 

New  York,  New  York 

51 

550 

Money  management 

Krasny,  Michael  * 

242 

Buffalo  Grove,  Illinois 

43 

620 

Computer  Discount  Warehouse 

Kravis,  Henry  R. 

204 

New  York,  New  York 

52 

925 

Leveraged  buyouts 

Krehbiel,  Frederick  A. 

260 

Hinsdale,  Illinois 

55 

425 

Molex  Inc. 

Krehbiel,  John  Hammond  Jr. 

260 

Lake  Front,  Illinois 

59 

540 

Molex  Inc. 

Kroc,  Joan  Beverly 

160 

Rancho  Santa  Fe,  California 

68 

1,700 

Inheritance  (McDonald's) 

Kroenke,  Ann  Walton 

259 

Columbia,  Missouri 

46 

540 

Inheritance  (Wal-Mart) 

Landegger  family 

o  i  n 

oil/ 

New  York,  New  York 

7nn 
/uu 

Paper  mills 

Lauder,  Estee  ■ 

313 

New  York,  New  York 

ageless 

Cosmetics 

Lauder,  Leonard  Alan 

1 7£. 
lot) 

New  York,  New  York 

C9 
00 

9  1  nn 

£,1UU 

Cosmetics 

Lauder,  Ronald  Steven 

1  7R 
loo 

New  York,  New  York 

£9 

9  i  nn 

i  ,1UU 

Cosmetics 

Lauren,  rvaipn 

1  7fl 
1  /  U 

New  York,  New  York 

DO 

l,oUU 

Fashion 

Laurie,  INdltCy  WdllUN 

9&.Q 

Columbia,  Missouri 

AA 

D4U 

Inheritance  (Wal-Mart) 

Lee,  i  nomas  n. 

OR/I 

Boston,  Massachusetts 

t,o 

4  DU 

Leveraged  buyouts 

LcrraK,  oamuei  jaybun 

179 

Mm*'  Vnrl/    Mr,,.,  Vnrl/ 

new  TorK,  New  totk 

/  0 

1  ,oUU 

Real  estate 

1  pnfpct  Harnlri  Fit7fipralri  * 
Lciiicbi,  ndiuiu  rittociciiu  w 

988 

LOO 

nuiiuiiguuii  vd ii cy,  rciiiioyivdiiid 

P.  P. 
OO 

Pahlo  TV 
lidulc  1  V 

Lennon,  Fred  A. 

194 

Hunting  Valley,  Ohio 

90 

1,000 

Crawford  Fitting 

Lerner,  Alfred 

168 

Shaker  Heights,  Ohio 

63 

1,400 

Banking 

Levine,  Stuart  Robert 

212 

Stratham,  New  Hampshire 

38 

830 

Cabletron  Systems 

t  Levy,  Leon 

250 

New  York,  New  York 

71 

575 

Money  management 

Lewis,  Peter  Benjamin 

248 

Beachwood,  Ohio 

62 

590 

Progressive  Corp. 

Liemandt,  Joseph  * 

270 

Austin,  Texas 

28 

500 

Trilogy  Development  Group 

Lilly  family 

310 

Indianapolis,  Indiana 

1,500 

Pharmaceuticals 

Lindemann,  George  L. 

228 

Wellington,  Florida 

60 

700 

Cable,  cellular 

Lindner,  Carl  Henry  Jr. 

184 

Cincinnati,  Ohio 

77 

1,100 

Insurance 

Littlefield,  Edmund  Wattis 

248 

Burlingame,  California 

82 

580 

Utah  International 

Litwin,  Leonard 

246 

New  York,  New  York 

80 

600 

Real  estate 

Lopker,  Pamela  M.  * 

290 

Carpinteria,  California 

42 

425 

Software 

Louis  family 

310 

Chicago  area 

1,300 

Inheritance  (Johnson  Wax) 

Lucas,  George  0 

138 

San  Rafael,  California 

52 

2,000 

Movies,  special  effects 

Lupton,  John  Thomas 

236 

Lookout  Mountain,  Tennessee 

70 

630 

Coca-Cola  bottling 

Lykes  family 

311 

Florida 

1,100 

Shipping 

Lyon,  Frank  Jr. 

274 

Boca  Raton,  Florida 

55 

490 

Beverage  bottling,  investments 

Mar  Milium    Porn  ill  Ir 

ividCiviiiidn,  uaigiii  Jr. 

0(\0 

Wayzata,  Minnesota 

CO 
03 

07R 

Inheritance  (Cargill,  Inc.) 

tJi  ar  ftfl  i  1  ( a  ft     jnhn  14  i  ■  rrh  III 

ividLiviiiidn,  junn  nugn  in 

9fl9 

Hilts boro  Beach,  Florida 

00 

071; 

y/s 

Inheritance  (Cargill,  Inc.) 

IVIdL  IVM  !  Idtr,  VV.  UUllCdll 

9fl9 

Wayzata,  Minnesota 

00 

Q7C 

y/o 

Inheritance  (Cargill,  Inc.) 

iviaciviiiian,  vvniiney 

9H9 

Minneapolis,  Minnesota 

0/ 

07C 

y/b 

Inheritance  (Cargill,  Inc.) 

Magness,  Bob  John 

or\7 
iU3 

Englewood,  Colorado 

70 

ocn 

ybu 

kin  TW 

cable  IV 

Malone,  John  C. 

243 

Parker,  Colorado 

55 

600 

Cable  TV 

MalnntN    Maru  Aliro  r\r\rr^nm 
IVldlUMc,  ividiy  HMLc  UUIidllLc 

1  c,A 
104 

oUdlcbvlllc,  rcllllbylvdllld 

/IP. 

1  onn 

Inheritance  (Campbell  Soup) 

Mandel,  Jack  N. 

236 

Shaker  Heights,  Ohio 

84 

600 

Premier  Industrial  Corp. 

Mandel,  Joseph  C. 

236 

Lyndhurst,  Ohio 

82 

615 

Premier  Industrial  Corp. 

Mandel,  Morton  L. 

236 

Shaker  Heights,  Ohio 

75 

630 

Premier  Industrial  Corp. 

Manoogian,  Richard  Alexander 

251 

Grosse  Pointe  Farms,  Michigan 

60 

570 

Masco  Corp. 

Marcus,  Bernard 

210 

Atlanta,  Georgia 

67 

840 

Home  Depot 

Marion,  Anne  Windfohr 

278 

Fort  Worth,  Texas 

57 

475 

Inheritance 

Marks,  Nancy  Smith  Lurie 

263 

Chestnut  Hill,  Massachusetts 

69 

520 

Harcourt  General,  Inc. 

Marriott,  John  Willard  Jr. 

238 

Washington,  D.C. 

64 

565 

Hotels 

Marriott,  Richard  Edwin 

238 

Potomac,  Maryland 

57 

620 

Hotels 

Mars,  Forrest  Edward  Jr. 

124 

McLean,  Virginia 

65 

3,000 

Candy  (Mars,  Inc.) 

Mars,  Forrest  Edward  Sr. 

124 

Miami,  Florida 

92 

3,000 

Candy  (Mars,  Inc.) 

Mars,  John  Franklyn 

124 

Arlington,  Virginia 

61 

3,000 

Candy  (Mars,  Inc.) 

Marshall,  Barbara  Hall 

168 

Kansas  City,  Missouri 

72 

650 

Inheritance  (Hallmark  Cards) 

Marshall,  E.  Pierce 

216 

Dallas,  Texas 

57 

800 

Oil 

Marshall,  James  Howard  III  ■ 

323 

Pasadena,  California 

60 

Inheritance  (oil) 

*New  entry.  O  Returnee.  "Dropout.  tNearmiss. 
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IDhu,  settle  for  a  hotel  that  just 
remembers  uour  name,  when  uou  can  stay  at  a 
hotel  that  remembers  uour  needs? 


Here,  we  don't  merely  cater 
to  your  needs,  we  anticipate  them. 
We  have  systems  in  place  thai  allow 
us  to  remember  uour  individual 
preferences  after  you've  stayed 
with  us.  So  the  next  lime,  you  won't 
have  to  ask. 

In  fact,  you  can  count  on  our 
efficient  staff  to  stay  one  step  ahead. 

Call  your  travel  professional  or 


The  Ritz-Carlton  at  800-241-3333 
for  reservations  and  information 
And  discover  a  hotel  that  offers  you 
more  than  just  a  greeting. 

We're  also  proud  to  offer  AT&T 
In-room  Long  Distance  Service  at 
most  locations  &  _ 

— AT&T 

for  your  AT&T     ~  YourTrue  Choice 

Calling  Card.  AT&T  Universal  Card 
and  operator-assisted  calls. 


The  Ritz-Carlton- 


AlUnld  ■  ddrceiond 
Phtlddelphid  ■  Phoe 


lion  ■  Buckhedd  ■  Cleveland  ■  Dearborn  ■  Double  Bau  •  Hong  Kong  ■  Ho.Hon  •  Honfin gtofl  Hotel  ■  Kdnidi  CflJ  ■  manna  Del  Seu  ■  1\ew  Ijork  ■  Pentagon  Clu 
■  Sin  FntetiCO  ■  Seoul  ■  Smgapore  ■  51  Louis  •  Sudneu  •  TVsonj  Corner  ■  Washington.  D  C  ■  1996   Bah  ■   1997  Jdkdrtd.  Kuala  Lumpur.  Osdkd      1998  Tokyo 
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Age 

Worth 
($mil) 

Primary  sources 

Martin  family 

311 

Tarpon  Springs,  Florida 

89 

700 

Banking 

Mathiie,  Clayton  Lee 

286 

Dayton,  Ohio 

55 

450 

Pet  food 

May,  Cordelia  Scaife 

237 

Ligonier,  Pennsylvania 

68 

630 

Inheritance 

May,  Irene  Sophie  du  Pont  and  family 

276 

Wilmington,  Delaware 

95 

480 

Inheritance  (Du  Pont  Co.) 

Mays,  L.  Lowry  * 

238 

San  Antonio,  Texas 

61 

640 

Media 

McCaw,  Bruce  R. 

216 

Bellevue,  Washington 

49 

800 

Telephony 

McCaw,  Ctaig  0. 

172 

Bellevue,  Washington 

47 

1,300 

McCaw  Cellular 

McCaw.  John  Elroy  Jr. 

216 

Seattle,  Washington 

45 

750 

Telephony 

McCaw,  Keith  W. 

216 

Seattle,  Washington 

43 

775 

Telephony 

McClatchy  family 

312 

Sacramento,  California 

625 

Newspapers 

McCombs,  Billy  Joe  (Red)  * 

226 

San  Antonio,  Texas 

69 

680 

Auto  dealerships,  radio 

McCormack,  Mark  Hume 

234 

Cleveland,  Ohio 

65 

650 

Sports  management 

McEvoy,  Nan  Tucker  ■ 

323 

San  Francisco,  California 

77 

Publishing 

McGlothlin,  James  ■ 

323 

Bristol,  Tennessee 

55 

Coal 

McGovern,  Patrick  Joseph 

226 

Nashua,  New  Hampshire 

59 

700 

Publishing 

McGraw  family 

312 

New  York,  New  York 

850 

McGraw-Hill 

McNair,  Robert  C.  * 

214 

Houston,  Texas 

59 

800 

Energy 

McVaney,  C.  Edward  * 

260 

Englewood,  Colorado 

55 

550 

J.D.  Edwards  &  Co. 

Mead  family 

312 

Wisconsin  Rapids,  Wisconsin 

860 

Consolidated  Papers 

Meijer  family 

312 

Grand  Rapids,  Michigan 

1,000 

Retailing 

Mellon  family 

313 

Pittsburgh  origin 

5,800 

Inheritance 

Mellon,  Paul 

182 

Upperville,  Virginia 

89 

1,200 

Inheritance 

Menard,  John  R.  Jr. 

218 

Eau  Claire,  Wisconsin 

56 

775 

Home-improvement  centers 

Mennen  family 

313 

Morristown,  New  Jersey 

1,100 

The  Mennen  Co. 

Milken,  Lowell  Jay 

244 

Los  Angeles,  California 

47 

500 

Junk  bonds 

Milken,  Michael  Robert 

244 

Los  Angeles,  California 

50 

600 

Junk  bonds 

Miller,  Sydell  L. 

247 

Cleveland,  Ohio 

58 

600 

Matrix  Essentials 

Milliken,  Roger 

248 

Spartanburg,  South  Carolina 

80 

580 

Textiles 

Mills,  Alice  Francis  du  Pont  and  family 

274 

Middleburg,  Virginia 

83 

490 

Inheritance  (Du  Pont  Co.) 

Milstein,  Monroe  Gary  ■ 

323 

Burlington,  New  Jersey 

68 

Burlington  Coat  Factory 

Miner  family 

313 

San  Francisco,  California 

49 

600 

Oracle  Corp. 

Mitchell,  George  Phydias 

254 

Houston,  Texas 

77 

550 

Mitchell  Energy  &  Development 

Monaghan,  Thomas  Stephen 

256 

Ann  Arbor,  Michigan 

59 

550 

Pizza 

Moore,  Gordon  Earle 

116 

Woodside,  California 

67 

3,700 

Intel  Corp. 

Moores,  John  Jay  t 

326 

Sugar  Land,  Texas 

52 

400 

Software 

Moran,  James  Martin 

196 

Hillsboro  Beach,  Florida 

78 

1,000 

Toyotas 

Morgridge,  John  P.  * 

248 

San  Jose,  California 

63 

580 

Cisco  Systems  Inc. 

Munger,  Charles  Thomas 

240 

Los  Angeles,  California 

72 

620 

Berkshire  Hathaway 

Murdoch,  Keith  Rupert 

120 

New  York,  New  York;  Australia 

65 

3,200 

Publishing 

Murdock,  David  Howard 

238 

Bel  Air,  California 

73 

625 

Investments 

Murphy  family 

313 

El  Dorado,  Arkansas 

600 

Inheritance 

Naify,  Marshall 

232 

San  Francisco,  California 

76 

445 

Movie  theaters 

Naify,  Robert  Allen 

232 

San  Francisco,  California 

74 

650 

Movie  theaters 

Nash,  Jack  * 

282 

New  York,  New  York 

66 

475 

Money  management 

Newhouse,  Donald  Edward 

112 

New  York,  New  York 

66 

4,500 

Media 

Newhouse,  Samuel  Irving  Jr. 

112 

New  York,  New  York 

68 

4,500 

Media 

Nicholas,  Peter  M.  and  family 

162 

Boston,  Massachusetts 

55 

1,600 

Medical  Devices 

Noorda,  Raymond  J. 

294 

Provo,  Utah 

72 

425 

Novell  Inc. 

Nordstrom  family 

313 

Seattle,  Washington 

1,300 

Retailing 

Norris  family 

313 

Texas 

1,100 

Lennox  International 

O'Connor  family 

313 

Victoria,  Texas 

440 

Inheritance 

O'Neiii  family 

313 

Los  Angeles  area 

590 

Real  estate 

Olde,  Ernest  J. 

222 

Detroit,  Michigan 

58 

750 

Olde  Discount  Corp. 

Opperman,  Dwight  Darwin 

213 

Eagan.  Minnesota 

73 

815 

Publishing 

Packard,  David  ■ 

322 

Los  Altos  Hills,  California 

deceased 

Hewlett-Packard 

♦New  entry.  0  Returnee.  ■Dropout.  tNear  miss. 
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"Oracle  is  a  very 
demanding  custome 
To  exceed  their 
expectations  is  very 
satisfying!' 

Harry  Copperm  n 
DigBalVP  &  Gei  end  Man 
Systems  Businesi  Unit 


"Oracle  was  the  first  database 
vendor  to  fidly  exploit  and  reap 
the  Benefits  of  our  VLM64  (very 
large  memory)  technology." 

Pauline  Nist 


"To  have  Oracle  runni 
their  most  critical 
applications  oft  viir 
AlphaServer pM„ 
a  tremendous  endors, 
Were  tndy  flattered! 


W 

■ 


"Our  first  AlphaServer 
tests  were  just  incredible. 
We  were  floored.  It  was 
a  purchase  decision  that 
made  itself." 

Lawrence  J.  Ellison 
Oracle  Chairman  &  CEO 


"Better,  faster,  cheaper.  Those  are  my 
favorite  words,  and  the  AlphaServer 
systems  are  delivering  on  all  counts." 


Jeffrey  Henley 

Oracle  CFO  &  Executive  VP 


WE  WERE 
FLOORED. 


"Our  AlphaServer  e-mail 
conversion  was  the 
smoothest  tve  ever  saw. 
It's  now  supporting 
tfjousands  of users!' 


Page 

Residence 

Age 

Worth 

($mil) 

Primary  sources 

Pamplin,  Robert  Soisseau  jr. 

261 

Lake  Oswego,  Oregon 

55 

525 

Textiles 

Pasculano,  Lynne 

268 

Greenwich,  Connecticut 

55 

500 

UIS,  Inc. 

Pearson,  Edith  du  Pont  and  family  ■ 

323 

Montchanin,  Delaware 

84 

Inheritance 

Peery,  Richard  Taylor 

256 

Palo  Alto,  California 

56 

550 

Real  estate 

Peltz,  Nelson 

238 

Bedford,  New  York 

54 

620 

Leveraged  buyouts 

Pennington,  Claude  B. 

258 

Baton  Rouge,  Louisiana 

96 

550 

Oil 

Pennington,  William  Norman 

266 

Reno,  Nevada 

73 

480 

Casinos 

Perdue,  Franklin  Parsons 

212 

Salisbury,  Maryland 

76 

825 

Chicken 

ftireifrian,  Ronald  Owen 

114 

New  York,  New  York 

53 

4,000 

Leveraged  buyouts 

Perenchio,  Andrew  Jerrold 

222 

Bel  Air,  California 

65 

750 

Television 

Perot,  Henry  Ross 

120 

Dalias,  Texas 

66 

3,300 

Electronic  data  management 

Perry,  Claire  Eugenia  Getty 

246 

San  Francisco,  California 

42 

600 

Inheritance  (oil) 

Petersen,  Robert  Einar 

286 

Beverly  Hills,  California 

70 

450 

Publishing 

Phipps,  Howard  Jr. 

290 

Old  Westbury,  New  York 

62 

430 

Inheritance  (Bessemer  Trust) 

Pictet,  Marion  MacMillan 

202 

Hamilton  Beach,  Bermuda 

64 

975 

Inheritance  (Cargill,  Inc.) 

Pigott  family 

314 

Bellevue,  Washington 

775 

Inheritance  (Paccar) 

Pitcairn  family 

314 

Bryn  Athyn,  Pennsylvania 

1,300 

Inheritance  (PPG  Industries) 

Pohlad,  Carl  Ray 

198 

Minneapolis,  Minnesota 

81 

1,000 

Banking 

Posner,  Victor  ■ 

323 

Miami  Beach,  Florida 

78 

Investments 

Price,  David  G.  * 

286 

Santa  Monica,  California 

64 

430 

Golf  course  management 

Price,  Michael  * 

250 

Far  Hills,  New  Jersey 

45 

560 

Heine  Securities  Corp. 

Primm  family 

314 

Las  Vegas,  Nevada 

530 

Casinos 

Pritt,  Frank 

268 

Seattle,  Washington 

54 

500 

Attachmate  Corp. 

Pritzker,  Jay  Arthur 

126 

Chicago,  Illinois 

74 

3,000 

Financier 

Pritzker,  Robert  Alan 

126 

Chicago,  Illinois 

70 

3,000 

Financier 

Pulitzer  family 

314 

St.  Louis,  Missouri 

1,000 

Inheritance  (publishing) 

Quadracci,  Harry  V. 

260 

Racine,  Wisconsin 

60 

540 

Quad/Graphics 

Rainwater,  Richard 

185 

Fort  Worth,  Texas 

52 

1,100 

Investments 

Rales,  Mitchell  P. 

259 

Washington,  D.C. 

39 

540 

DanaherCorp. 

Rales,  Steven  M. 

259 

Washington,  D.C. 

44 

540 

DanaherCorp. 

Redstone,  Sumner  Murray 

118 

Newton  Centre,  Massachusetts 

73 

3,400 

Viacom,  Inc. 

Reed  family 

315 

Seattle,  Washington 

1,400 

Lumber,  paper 

Reid,  Elizabeth  Ann 

168 

Denton,  Texas 

74 

650 

Inheritance  (Hallmark  Cards) 

Reinhart,  Dewayne  B.  ■ 

322 

La  Crosse,  Wisconsin 

deceased 

Wholesale  foods 

Rich,  Marc 

210 

Zug,  Switzerland 

61 

850 

Commodities  trading 

Rich,  Robert  Edward  Sr. 

222 

Buffalo,  New  York 

83 

750 

Rich  Products  Corp. 

Richardson  family 

315 

Greensboro,  North  Carolina 

800 

Inheritance  (Richardson-Vicks) 

Rinker,  Marshall  Edison  (Doc)  Sr.  ■ 

322 

Palm  Beach,  Florida 

deceased 

Concrete 

Roberts,  George  R. 

204 

San  Francisco,  California 

52 

925 

Leveraged  buyouts 

Roberts,  Ralph  J.  ■ 

323 

Coatesville,  Pennsylvania 

75 

Comcast  Corp. 

Robinson  family 

315 

Kauai,  Hawaii 

450 

Real  estate 

Robinson,  Jesse  Mack 

278 

Atlanta,  Georgia 

73 

475 

Banking 

Rockefeller,  David  Sr.  and  family 

164 

Tarrytown,  New  York 

81 

1,400 

Inheritance  (oil) 

Rockefeller  family 

315 

New  York,  New  York  et  al. 

6,500 

Inheritance  (oil) 

Rockefeller,  Laurance  Spelman  and  family 

192 

New  York,  New  York 

86 

1,000 

Inheritance  (oil) 

Rockefeller,  Winthrop  Paul  and  family 

194 

Morrilton,  Arkansas 

48 

1,000 

Inheritance  (oil) 

Rollins  family 

316 

Georgia;  Delaware 

775 

Inheritance 

Rowling,  Reese  Mcintosh 

185 

Corpus  Christi,  Texas 

68 

1,100 

Oil  and  gas 

Ryan,  Patrick  G. 

230 

Winnetka,  Illinois 

59 

670 

Insurance 

s 

Sakioka,  Roy  ■ 

322 

Costa  Mesa,  Caiifornia 

deceased 

Real  estate 

Sail,  John  * 

154 

Cary,  North  Carolina 

48 

1,000 

Software 

Sammons  family 

316 

Dallas,  Texas 

550 

Inheritance 

Sarofim,  Fayez  Shalaby 

182 

Houston,  Texas 

67 

1,200 

Money  management 

Saul,  Bernard  Francis  II  ■ 

323 

Chevy  Chase,  Maryland 

64 

Inheritance 

Scaife,  Richard  Mellon 

210 

Pittsburgh,  Pennsylvania 

63 

870 

Inheritance 

*New  entry.  0  Returnee.  wOropout.  rNearmiss. 
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i rue  specialists 


Simon  Moore,  Glass  Designer 


Page  Residence 


Age    Worth     Primary  sources 
($mil) 


Scharbauer,  Clarence  Jr.  ■ 

323 

Midland,  Texas 

71 

Inheritance  (oil,  land) 

Schneider,  Donald  J. 

258 

Green  Bay,  Wisconsin 

60 

550 

Trucking 

Schwab,  Charles  R. 

188 

Atherton,  California 

59 

1,100 

Discount  stock  brokerage 

Schwan  family 

31b 

Marshall,  Minnesota 

1,500 

Inheritance 

Schwartz,  Ted  *- 

188 

Chicago,  Illinois 

42 

1,100 

APAC  Teleservices  Inc. 

Scott,  Walter  Jr.  * 

223 

Omaha,  Nebraska 

65 

720 

Construction,  telecommunications 

Scripps  (E.W.)  family 

316 

Cincinnati  origin 

2,600 

Inheritance  (newspapers) 

Scripps  (J.E.)  family 

316 

Detroit  et  al. 

1,000 

Inheritance  (newspapers) 

Searie  family 

316 

Lake  horest,  Illinois 

1,200 

Inheritance 

Sharp,  Hugh  Rodney  III  and  family 

070 
ill 

Wilmington,  Delaware 

C  1 

bl 

A  AA 

490 

Inheritance  (Du  Pont  Co.) 

Shorenstein,  Walter  Herbert 

OC  0 

258 

San  Francisco,  California 

81 

540 

Real  estate 

Sidamon-Eristoff,  Anne  Phipps 

oaa 

290 

New  York,  New  York 

64 

430 

Inheritance  (Bessemer  Trust) 

Sidhu,  Sanjiv  * 

294 

Dallas,  Texas 

39 

415 

Software 

Silverman,  Henry  * 

0  A  C 

24b 

New  York,  New  York 

bb 

caa 

b00 

Investments 

Simmons,  Harold  Clark 

212 

Dallas,  Texas 

65 

830 

Investments 

Simmons,  Richard  Paul  ■ 

TOO 

323 

Sewickley,  Pennsylvania 

b5 

Allegheny  Ludlum 

Simon,  Herbert  0 

o  a  a 

240 

Indianapolis,  Indiana 

CO 

b2 

425 

Shopping  centers 

Simon,  Melvin 

240 

Indianapolis,  Indiana 

70 

620 

Shopping  centers 

Simplof,  John  Richard 

155 

Boise,  Idaho 

87 

1,900 

Potatoes 

Singleton,  Henry  Ear! 

218 

Beverly  Hills,  California 

79 

790 

Teledyne 

Skaggs,  Leonard  Samuel  Jr. 

204 

o«i*  i  alia  /">;*,.  lll.L 

Salt  Lake  City,  Utah 

73 

950 

American  Stores  Co. 

Smith,  Athaiie  Joan  Irvine  ■ 

323 

Middleburg,  Virginia 

63 

Lawsuits 

Smith  (Byron)  family 

316 

Chicago  origin 

2,800 

1  _  1  _       /111     T       1  111      1  \ 

Inheritance  (III.  Tool  Works) 

Smith,  (Charles  E.)  family 

318 

lit    _  i  ■  i   r\ 

Washington,  D.C. 

600 

Real  estate 

Smith  (Dave)  family 

318 

Baltimore,  Md.  area 

1,000 

Broadcasting 

Smith,  Frederick  Wallace  "t 

324 

Memphis,  Tennessee 

52 

415 

Federal  Express 

Smith,  Ollen  Bruton 

212 

Charlotte,  North  Carolina 

69 

830 

Speedway  Motorsports 

Smith,  Kicnard  Alan 

oco 
2b3 

Chestnut  Hill,  Massachusetts 

■7  1 
11 

COA 

52U 

Harcourt  General,  Inc. 

Solheim,  Karsten  ■ 

323 

Phoenix,  Arizona 

82 

Golf  clubs 

Solomon,  Russell  "t 

325 

Sacramento,  California 

71 

400 

Tower  Records 

Solow,  Sheldon  Henry  ■ 

323 

New  York,  New  York 

65 

Real  estate 

Sommer,  Viola 

ooo 

282 

New  York,  New  York 

75 

460 

Inheritance  (real  estate) 

Sorenson,  James  LeVoy 

164 

Salt  Lake  City,  Utah 

75 

1,400 

Medical  devices 

Soros,  George 

130 

New  York,  New  York 

66 

2,500 

Money  management 

Spangler,  Clemmie  Dixon 

one 

20b 

Chapel  Hill,  North  Carolina 

64 

915 

Investments 

Spanos,  Alexander  Gus  ■ 

323 

Stockton,  California 

72 

Real  estate 

Speer,  Roy  Merrill  ■ 

323 

Clearwater,  Florida 

64 

Home  Shopping  Network 

Spielberg,  Steven  Allen 

198 

Pacific  Palisades,  California 

48 

1,000 

Movies 

Stanley,  John  R. 

270 

Houston,  Texas 

57 

500 

Gas 

stein,  jay  t 

ooc 
32b 

Jacksonville,  Florida 

51 

oco 

3b8 

Stem  Mart 

Sternberg,  baul  Philip  ■ 

000 

323 

New  York,  New  York 

57 

Financier 

Stempel,  Ernest  E. 

228 

Hamilton,  Bermuda 

80 

700 

American  International  Group 

Stephens,  Jackson  Thomas 

210 

Little  Rock,  Arkansas 

73 

870 

Investment  banking,  media 

Stern,  Leonard  Norman 

204 

New  York,  New  York 

58 

925 

Real  estate 

Stowers,  James  Evans  Jr. 

234 

Kansas  City,  Missouri 

72 

650 

Mutual  funds 

Strawbridge,  George  Jr. 

174 

Cochranville,  Pennsylvania 

58 

550 

Inheritance  (Campbell  Soup) 

ouyftct  fdiiiiiy 

jlo 

r\aiamazoo,  ivncnigan 

Doll 

Inheritance 

Stuart  family 

318 

Seattle,  Washington 

825 

Inheritance  (Carnation  Co.) 

Subotnick,  Stuart 

295 

New  York,  New  York 

54 

420 

Metromedia 

Sulzberger  family 

318 

New  York,  New  York 

600 

New  York  Times 

Sun,  David 

208 

Fountain  Valley,  California 

46 

900 

Kingston  Technology 

Swig  family 

318 

San  Francisco,  California 

575 

Real  estate 

Sykes,  John  H.  * 

264 

Tampa,  Florida 

60 

520 

Sykes  Enterprises,  Inc. 

Tate,  Jack,  P.  ■ 

323 

Greenville,  South  Carolina 

52 

Baby  Superstore  Inc. 

Tauber,  Laszlo  Nandor  t 

324 

Potomac,  Maryland 

81 

400 

Real  estate 

Taubman,  A.  Alfred 

270 

Bloomfield  Hills,  Michigan 

71 

500 

Real  estate 

Taylor  family 

320 

Boston  origin 

700 

Inheritance  (publishing) 

Taylor,  Jack  Crawford 

198 

St.  Louis,  Missouri 

74 

1,000 

Auto  rental 

*New  entry.  0  Returnee.  ■Dropout.  tNearmiss. 
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UNITED  STATES 
POSTAL  SERVICE 


Forbes  Magazine  and 

United     ates  Postal  Service  present 


Bill'  l|P  f  '  1  '^Lf.  1  1  J^^^^^^^fl 

Forbes 

Direct  Summit 

October  24-27,  1996 

In  association  with: 
Telemarketing  Japan,  Inc. 

The  Hotel  Okura  -  Tokyo,  Japan 

A  certified  trade  mission 

of  the  United  States 
Department  of  Commerce, 
the  Summit  is  specifically 
designed  for  CEOs  from 
the  U.S.  direct  marketing 
industry  interested  in 
either  entering  or  expanding 
their  Japan  business. 
Participants  will  have  the 
opportunity  for  face-to-face 
meetings  with  potential 

partners  who  can 
facilitate  the  essential 

business  alliances 
necessary  to  penetrate 
this  lucrative  market. 


The  Summit  will  feature  business  briefings  from: 

•  Ambassador  William  Clark,  Jr.,  President,  Japan  Society 

•  George  Mu,  Minister  Counselor  for  Commercial  Affairs, 
Commercial  Service,  U.S.  Embassy,  Tokyo 

•  Shintaro  Oishi,  Director  of  Import  Promotion  Department, 
Japan  External  Trade  Organization 

•  Marc  Fuoti,  Senior  Vice  President  and  General  Manager,  McCann  Direct,  Tokyo 

•  James  Grubiak,  Vice  President,  International  Business  Unit, 
United  States  Postal  Service 

•  Hiroyasu  Ishikawa,  President,  Fujisankei  Living  Service,  Inc. 

•  Kaoru  Nomiyama,  Executive  Director,  Japan  Direct  Marketing  Association 

•  Loren  Smith,  Senior  Vice  President  and  Chief  Marketing  Officer, 
United  States  Postal  Service 

•  Koji  Seto,  Vice  President,  International  Marketing,  Telemarketing  Japan 

Plus  a  keynote  presentation  from: 

•  Dr.  Peter  Drucker,  Clarke  Professor 
of  Social  Science  and  Management, 
Claremont  Graduate  School 

For  information  on  attending  call  212-206-5521  

The  United  States  Postal  Service  and  Forbes  Magazine  will  be  organizing  similar 
direct  marketing  missions  to  Europe  and  China.  For  additional  information 
simply  complete  below  and  fax  to:  212-206-5158. 


Name: 


Title: 


Company: 


Street: 


City: 


State 


Phone: 


Fax: 


O  My  company  is  interested  in  Japan  O  My  company  is  interested  in  Europe 
O  My  company  is  interested  in  China  O  My  company  is  interested  in  future  sponsorship  opportunities 

Mail:  FORBES  Management  Conference  Group/USPS,  60  Fifth  Avenue,  New  York,  NY  10011 
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Tee!,  Joyce  Raley 

278 

West  Sacramento,  California 

65 

475 

Supermarkets 

Temple  family 

320 

Diboll,  Texas 

825 

Inheritance  (timber) 

Terra,  Daniei  James  ■ 

322 

Northbrook,  Illinois 

deceased 

Printing 

Thorne,  Oakleigh  Biakeman  III 

232 

Mlllbrook,  New  York 

64 

650 

Publishing 

Tisch,  Laurence  Alan 

142 

Westchester  County,  New  York 

73 

2,000 

Loews  Corp. 

Tisch,  Preston  Robert 

142 

New  York,  New  York 

70 

2,000 

Loews  Corp. 

Troutt,  Kenneth  * 

170 

Dallas,  Texas 

48 

1,400 

Excel  Communications 

Trump,  Donald  0 

288 

New  York,  New  York 

50 

450 

Real  estate,  casinos 

i'u,  John 

208 

Fountain  Valley,  California 

56 

900 

Kingston  Technology 

Tuchman,  Kenneth  D.  * 

192 

Denver,  Colorado 

36 

1,000 

TeleTech 

Turner,  Robert  Edward 

136 

Roswell,  Georgia 

57 

2,100 

Turner  Broadcasting 

Turner,  William  B. 

252 

Columbus,  Georgia 

73 

560 

Coca-Cola 

Tyson,  Barbara  ■ 

323 

Fayetteville,  Arkansas 

47 

Tyson  Foods 

Tyson,  Donald  John 

203 

Springdale,  Arkansas 

66 

950 

Tyson  Foods 

u 

Udvar-Hazy,  Steven  Ferencz 

230 

Beverly  Hills,  California 

49 

675 

International  Lease  Finance  Corp. 

Ueltschi,  Albert  Lee 

272 

Irving,  Texas 

79 

500 

FlightSafety  International 

Upjohn  family 

320 

Kalamazoo,  Michigan 

3,200 

Inheritance  (Upjohn  Co.) 

Van  Andel,  Jay 

120 

Ada,  Michigan 

72 

3,200 

Amway 

Van  Beuren,  Hope  Hill 

174 

Middletown,  Rhode  Island 

62 

1,100 

Inheritance  (Campbell  Soup) 

Vinciarelli,  Patrizio 

277 

Boston,  Massachusetts 

49 

475 

Vicor  Corp. 

Vogel,  Jacqueline  Mars 

124 

Bedminster,  New  Jersey 

57 

3,000 

Inheritance  (candy) 

w 

Wagner,  Cyril  Jr.  ■ 

323 

Midland,  Texas 

62 

Oil 

Waitt,  Norman  W. 

228 

North  Sioux  City,  South  Dakota 

42 

680 

Gateway  2000 

Waitt,  Theodore  W. 

156 

North  Sioux  City,  South  Dakota 

33 

1,700 

Gateway  2000 

Walton,  Alice  Louise 

112 

Rogers,  Arkansas 

47 

4,700 

Inheritance  (Wal-Mart  Stores) 

Walton,  Helen  Robson 

111 

Bentonville,  Arkansas 

77 

4,700 

Inheritance  (Wal-Mart  Stores) 

Walton,  Jim  C. 

112 

Bentonville,  Arkansas 

48 

4,800 

Inheritance  (Wal-Mart  Stores) 

Walton,  John  T. 

111 

Durango,  Colorado 

50 

4,800 

Inheritance  (Wal-Mart  Stores) 

Walton,  S.  Robson 

111 

Bentonville,  Arkansas 

52 

4,700 

Inheritance  (Wal-Mart  Stores) 

Wang,  Charles  B. 

204 

New  York,  New  York 

52 

940 

Computer  Associates 

Ward  family 

320 

Kansas  City,  Missouri 

575 

Russell  Stover  Candies,  Inc. 

Washington,  Dennis 

176 

Missoula,  Montana 

62 

1,200 

Entrepreneur 

Wasserman,  Lewis  Robert 

282 

Beverly  Hills,  California 

83 

460 

MCA 

Watson  family 

320 

Southern  California 

575 

Real  estate 

Weber,  Charlotte  Colket 

174 

Ocala,  Florida 

53 

1,100 

Inheritance  (Campbell  Soup) 

Weis,  Robert  Freeman 

292 

Sunbury,  Pennsylvania 

77 

425 

Weis  Markets,  Inc. 

Wexner,  Leslie  Herbert 

172 

New  Albany,  Ohio 

59 

1,300 

The  Limited 

Weyerhaeuser  family 

320 

Minnesota;  Washington 

1,300 

Inheritance  (timber) 

White,  Dean  ★ 

236 

Crown  Point,  Indiana 

73 

650 

Billboards 

Whitney,  Betsey  Cushing  Roosevelt 

238 

Manhasset,  New  York 

88 

625 

Inheritance 

Whittier  family 

320 

Southern  California 

800 

Inheritance  (oil) 

Wilson,  Gary 

254 

Los  Angeles,  California 

56 

510 

Northwest  Airlines  Corp. 

Winfrey,  Oprah  Gail 

295 

Chicago,  Illinois 

42 

415 

Television 

Wirtz  family 

320 

Chicago,  Illinois 

650 

Real  estate 

Wister,  Diana  Strawbridge 

174 

Palm  Beach,  Florida 

57 

610 

Inheritance  (Campbell  Soup) 

Wold,  Elaine  Johnson  + 

282 

Boca  Raton,  Florida 

68 

490 

Inheritance  (Johnson  &  Johnson) 

Wrigley,  William 

155 

Chicago,  Illinois 

63 

1,900 

Inheritance  (chewing  gum) 

Y  1 

Yohn,  George  t 

325 

Altoona,  Pennsylvania 

69 

400 

Items  International 

z 

Zell,  Samuel 

184 

Chicago,  Illinois 

55 

1,200 

Real  estate 

Ziff,  Daniel  Morton 

196 

New  York,  New  York 

24 

1,000 

Ziff  Brothers  Investments 

Ziff,  Dirk  Edward 

196 

New  York,  New  York 

32 

1,000 

Ziff  Brothers  Investments 

Ziff,  Robert  David 

196 

New  York,  New  York 

30 

1,000 

Ziff  Brothers  Investments 

*New  entry.  0  Return.    »Dropaut.  fNearmiss. 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


MOTOROLA 

Advisor  Gold  FLX™  with  Optima™ 

Get  the  latest  in  paging  technol- 
ogy combined  with  features  you 
need  in  this  four  line  alphanu- 
meric pager  The  Optima™  holo- 
graphic display  screen  deliver 
exceptional  message  clarity  that 
is  brighter  an  design  to  read,  even  in  low  light.  FLX™ 
technology  dramatically  improves  the  ability  to  receive 
pages  and  extends  battery  life  up  to  five  times  longer  than 
ordinary  pagers  For  more  information,  visit  www.mot.com/ 
MIMS/PPG  or  your  nearest  paging  dealer. 


DCM  LOUDSPEAKERS 
TimeFrame  Loudspeakers  for 
Audio/Video 

The  new  TimeFrames  are  an 
upscale,  premium  audio/video 
speaker  line  that  is  rapidly 
becoming  one  of  DCM's  most 
highly  regarded  products.  High 
gloss  black  tops  and  bottoms  grace  each  speaker  with  an 
elegance  that  is  matched  only  by  the  sound  You  can  hear 
DCM  Loudspeakers  at  leading  audio,  video,  and  electronics 
stores  around  the  world.  For  more  information  or  the 
retailer  nearest  you,  please  call  us  at  1-800-878-8463. 


Oil 


NEC 

MessageMaker™l,  MessageMaker  II, 
MessageMaker  III  Numeric  Pagers 

NEC's  MessageMaker  pagers  are  a 
dynamic  new  series  of  front  display, 
numeric  pagers  with  three  contem- 
porary case  designs.  Choose  from 
three  models  -  basic,  mid-range, 
and  ultimately,  high-end  with  numeric  messaging 
capabilities  These  exciting  pagers  offer  features  such  as 
communication  icons,  alarm  clock  and  timer,  message 
protection/ deletion  and  much  more  For  more  information, 
call  1-800-421-2141. 


CANADIAN  STANDARDS 
ASSOCIATION  (CSA) 

CSA  is  a  North  American 
leader  in  product  certifica- 
tion and  standards  devel- 
opment. With  worldwide 
partnerships,  customers 

benefit  with  all  the  services  they  need  for  global  trade 
including  product  safety  approvals  and  ISO  9000 
Registration  through  CSA  and  QM1.  For  a  copy  of  CSAs 
annual  report,  call:  1-800-463-6727 

MOTOROLA 
SportsTrax™ 

The  SportsTrax™  baseball  pocket 
scoreboard  is  your  personal  viewing 
window  into  the  exciting  world  of  big 
league  baseball.  It  covers  every 
game  with  a  graphic  display  of  con- 
tinuous game  status  and  brings  you 
every  inning  through  the  end  of  this 
century  with  no  monthly  fees!  That's 
over  7,000  games,  including  all  regu- 
lar and  playoff  games  You  see  the  team  at  bat,  inning, 
number  of  outs  —  even  the  position  of  base  runners, 
updated  after  every  batter.  For  more  information,  call 
1-800-3 1 7-4766 

BROTHER 
MFC-6550MC 

This  6-in- 1  Laser  Multi-Function 
Center  puts  every  important  com- 
munications application  right  at 
your  fingertips.  It  features  a  fax 
machine  with  a  14.4K  bps  modem 
plus  a  PC  fax  so  you  can  transmit 
from  your  computer.  You  can  even 
view  and  edit  incoming  faxes  on 
your  PC  It's  also  a  true  600  dpi,  6  page  per  minute,  laser 
printer  with  exclusive  straight  paper  path  technology,  a 
copier;  and  an  8  ppm,  600  dpi  high-resolution  detail 
scanner.  In  addition,  its  built-in  Message-Center  can  be 
programmed  to  save  voice  or  fax  messages  and  give  them 
to  you  when  you  call  in,  forward  them  to  another  number, 
or  even  alert  your  pocket  pager.  For  more  information, 
call  212-532-5151 


CONSUMER 
ELECTRONICS 
MARKETPLACE 

For  CE,  PC  and  Major  Appliance  Retailers 

Editorial  Offices:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  http://www.napco.com 


The  Vanguard  Index  500 
is  just  the  beginning. 

Diversify  your  portfolio  with  the  power  of  indexing. 


The  Power  of  Indexing. 

Many  investors  have  already  learned  the  advan- 
tages of  indexing  through  Vanguard's  Index  500 
fund.  Indexing  is  the  simplest  way  to  diversify  at  a 
low  cost. 

And  although  some  investors  may  think  of  the 
Vanguard  Index  500  as  the  only  index  fund,  it  is 
really  just  the  beginning  of  a  whole  world  of 
indexing.  You  can  build  a  diversified,  balanced 
portfolio  entirely  of  index  funds. 

Select  large,  midsize  or  small  companies. 
Choose  growth  or  value  stocks.  Diversify  with 
international  equities.  Invest  in  the  bond  market 
at  a  maturity  that  suits  you. 

There  are  Vanguard  index  funds  for  all  your 
objectives. 

The  Vanguard  Advantage. 

While  past  history  is  no  guarantee  of  future 
performance,  one  fact  is  clear.  Vanguard's  low  costs 
make  a  difference. 

For  example,  Vanguard's  Index  500  outper- 
formed 77%,  or  322  of  the  419  general  equity  funds 
with  ten-year  performance  records.* 

There's  never  a  load  on  a  Vanguard  fund.  And 
our  annual  charges  in  all  fund  categories  are  a 
fraction  of  the  industry  averages.  This  means  you 
get  the  broadest  selection  of  index  funds,  at  the 
lowest  cost.** 


The  Broadest  Choice  of  Index  Funds. 

Large  U.  S.  Company  Stocks 

•  Index  500  Portfolio  •  Growth  Portfolio 

•  Value  Portfolio 

Small  and  Medium  U.S.  Company  Stocks 

•  Small  Capitalization  Stock  Portfolio 

•  Extended  Market  Portfolio 

All  U.S.  Company  Stocks 

•  Total  Stock  Market  Portfolio 
U.S.  Bonds 

•  Total  Bond  Market  Portfolio 

•  Short-Term  Bond  Portfolio 

•  Intermediate-Term  Bond  Portfolio 

•  Long-Term  Bond  Portfolio 

International  Stocks 

•  Total  International  Portfolio  •  European  Portfolio 

•  Pacific  Portfolio  •  Emerging  Markets  Portfolio 

U.S.  Stocks  and  Bonds 

•  Balanced  Index  Fund 

Understanding  Risk. 

Like  all  investments,  index  funds  contain 
inherent  risks,  including  market  volatility  and 
interest  rate  risk. 

International  investments  also  have  currency 
and  country  risks.  These  risks  are  fully  explained  in 
the  prospectus. 

Our  Indexing  Information  Kit  includes  a 
prospectus  with  complete  information,  including 
distribution  charges  and  other  expenses.  Be  sure  to 
read  it  carefully  before  investing  or  sending  money. 

And  be  sure  to  call  if  you  have  any  questions. 


For  your  Indexing  Information  Kit  call:  1-800-523-2152. 

Or  visit  us  on  America  Online,  keyword:  Vanguard  or  at  http://www.vanguard.com 

THEVansuaitteROUR 


'Upper  Analytical  Services,  Inc.  Ten-year  period  ending  6/96.  The  Vanguard  Index  500  surpassed  1,353  of  1,918  general  equity  funds  and  430 
>r  733  general  equity  funds  for  the  one-year  and  five-year  period  ending  6/96,  respectively.  "Strategic  Insight  Simfund  as  of  6/96. 
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PORTFOLIO  STRATEGY 


Why  the  rich 
get  (relatively) 
poorer 


BY  KEMNETH  L  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager. 
His  third  book  is 
100  Minds  that 
Made  the  Market. 


Rich  Americans  have,  in  general,  been  terri- 
ble investors.  Compare  the  first,  fifth  and  this, 
the  fifteenth,  annual  editions  of  The  Forbes 
Four  Hundred.  Initially  it  took  $100  million 
to  make  the  bottom  of  The  Forbes  Four  Hun- 
dred. Now  it  takes  $415  million. 

In  theory,  it  shouldn't  have  been  all  that 
hard  to  stay  on  The  Four  Hundred  list.  A 
person  on  the  bottom  of  the  first  list  could 
have  remained  there  to  this  day  by  simply 
compounding  his  wealth  at  10%.  Seemingly 
not  so  difficult.  After  all,  that  is  less  than  two- 
thirds  of  the  S&P  500's  15.6%  average  annual 
return  during  the  same  period. 

Yet  how  many  of  the  original  names  remain 
on  The  Forbes  Four  Hundred?  Precious  few, 
even  allowing  for  deaths.  Not  one  of  the  orig- 
inal ten  richest  remains  in  the  top  ten  now. 
Folks  like  the  Hunt  brothers  and  sisters,  who 
have  seen  their  assets  stall  or  fall. 

Of  1986's  top  ten,  only  two  remain  there, 
John  Kluge  and  Warren  Buffett.  Even  the 
great  Kluge,  who  has  done  far  better  than 
most  of  The  Forbes  Four  Hundred,  hasn't 
kept  pace  with  the  s&p  500  in  the  last  ten 
years— 11.2%  versus  13.8%. 

Lester  Crown  in  1986  was  number  eight  on 
the  list,  worth  more  than  $1.3  billion.  But  he 
was  in  real  estate  and  is  now  worth  only  $2 
billion — a  compound  ten-year  return  of  only 
4.4%.  The  names  go  on  and  on  with  similar 
results.  The  conclusion  is  inescapable.  The 
superrich  have  done  poorly  as  investors. 

You  can  see  this  in  any  time  period  as  long 
as  it  is  fairly  long.  Recall  that  to  remain  low 
man  on  The  Forbes  Four  Hundred  totem 
pole  for  15  years  meant  you  didn't  keep  up 
with  the  market — you  did  less  than  two-thirds 
as  well  as  the  s&P  500.  But  the  same  was  true 
for  each  of  the  5 -year  periods  within  those  15 
years.  In  any  of  them  the  guy  starting  last  on 
the  list  fell  off  if  he  did  worse  than  63%  as  well 
as  the  S&P  500  and  rose  nicely  on  the  list  if  he 
beat  the  market.  Most  folks  fall. 

In  a  way,  all  this  is  healthy:  It  keeps  great 
wealth  from  becoming  permanently  concen- 
trated in  a  few  hands.  In  a  way,  too,  it  is 
inevitable.  You  make  big  money  in  a  business 
when  it  is  hot;  when  it  turns  cold,  you  can't 


just  get  out  and  do  something  else.  That  is 
one  nice  thing  about  the  stock  market  for  the 
average  investor:  He  has  almost  total  liquidity 
and  can  shift  quickly  with  the  winds  of  for- 
tune in  a  way  the  superrich  can't. 

And  that  leads  to  another  conclusion — that 
keeping  up  with  the  s&P  500  is  vastly  harder 
than  almost  anyone  imagines.  Not  only  do 
stocks  as  a  category  tend  to  have  higher 
returns  than  individual  businesses,  but  they 
get  you  there  at  lower  risk,  because  the  stock 
market  allows  for  much  more  diversification 
than  the  average  rich  person  has. 

And  stocks  are  less  messy.  So  many  of  the 
superrich  own  big,  illiquid  chunks  of  business- 
es. When  bad  management  or  other  sticky 
personnel  problems  pop  up,  they  can't  just 
sell  and  move  on.  They  have  the  necessity  to 
step  in  personally  and  set  things  right.  They 
don't  just  own  the  firms;  the  firms  own  them. 

For  12  years  I  have  recommended  specific 
stocks  in  these  pages — twice  pausing  for  brief 
bear  markets,  but  always  aiming  to  own 
stocks.  This  issue,  I  urge  you  to  visit  a  used- 
book  store.  It  can  refer  you  to  a  bookfinder, 
who  can  scrounge  up  old  issues  of  The  Forbes 
Four  Hundred.  These  will  be  valuable  some- 
day, perhaps  in  price,  but  surely  in  what  you 
can  learn  from  them. 

Not  one  of  the  original 
ten  richest  remains 
in  the  top  ten  now. 


The  lesson,  of  course,  is:  No  company  is 
forever.  Most  businesses  have  periods  of  rapid 
growth,  then  slow  down  or  even  drop  down. 
Only  the  economy  grows  forever,  even  if 
irregularly.  Doubt  me?  Get  out  your  financial 
calculator  and  do  what  I  have  done:  Calculate 
rates  of  return  for  Four  Hundred  members 
from  years  past.  Learn  who  did  what  that 
worked  and  who  did  what  that  didn't. 

What  you'll  find  is  that  building  a  business 
is  the  best  way  to  get  rich,  but  for  staying  rich, 
you  can't  do  better  than  own  common  stocks. 
If  I  had  to  bet  on  the  long-term  winner  of 
The  Forbes  Four  Hundred,  I  would  pick 
Warren  Buffett,  not  Bill  Gates.  tm 


Forbes  400  ■  October  14,  1996 


359 


mmmm 


■■■J.y  Jm» 


BY  DAVID  DREMAN 


David  Dreman  is 
chairman  of  Dreman 
Value  Advisors, 
Investment  Counsel, 
New  Jersey,  and  author 
of  The  New  Contrarian 
Investment  Strategy. 


The  investor  is  bombarded  with  contradic- 
tory advice:  Buy  long  bonds.  No,  put  your 
money  into  aggressive  growth  funds.  No,  the 
market  looks  shaky,  use  tactical  asset  alloca- 
tion. Forget  that,  the  only  game  is  momen- 
tum. The  only  way  to  stay  sane  amidst  this 
babble  is  to  tune  it  all  out. 

The  chart  shown  here  is  updated  from 
Jeremy  J.  Siegel's  first-rate  book  Stocks  for  the 
Long  Run.  It  cuts  through  the  noise  and 
delivers  a  message  loud  and  clear.  Professor 
Siegel  of  the  Wharton  School  used  several 
indexes  to  measure  stocks,  bonds,  T  bills  and 
gold  from  1802  to  the  end  of  last  year. 

As  the  chart  shows,  the  best  way  to  make 
your  money  grow  over  a  long  period  of  time 
is  to  invest  in  stocks  of  good  companies.  A 
dollar  invested  in  stocks  over  the  life  of  the 
study  became  $358,000  in  1995,  after  adjust- 
ing for  inflation  (dividends  included). 

The  twin  horsemen  of  the  apocalypse  for 
fixed-income  investments  are  inflation  and 
taxes.  They  destroy  the  returns  of  govern- 
ment bonds  and  T  bills.  As  the  chart  shows, 
$1  in  T  bills  grows  to  only  $261  over  the 
entire  194  years  of  the  study  after  inflation — 
0.0007%  of  the  return  on  stocks.  A  dollar 
invested  in  Treasury  bonds  over  the  same 


The  stocks  have  it 
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Source:  Stocks  for  the  Long  Run. 


One  of  the  easiest  ways  to  invest,  buying 
blue-chip  stocks,  is  also  the  best— providing 
spectacular  returns  over  i\me. 


period  grew  to  only  $752. 

And  here  we  meet  the  second  horseman — 
taxes.  If  an  investor  in  the  top  tax  bracket  put 
$1  million  into  bonds  after  World  War  II,  he 
would  have  only  $218,000  of  his  original  pur- 
chasing power  left  today.  Inflation  and  taxes 
ate  up  nearly  80%  of  the  investment. 

Despite  what  the  goldbugs  claim,  gold  is 
among  the  most  mediocre  investments  over 
time,  performing  far  worse  than  even  T  bills. 

While  inflation  and  taxes  were  ravaging 
bonds  and  gold — especially  after  WWII — 
stocks  returned  6.8%  annually  over  the  life  of 

The  aftertax,  after-inflation  return 
for  a  high-income  investor  in  T  bills 
has  been  negative  since  1946. 


the  study  after  inflation,  compared  with  3.5% 
for  bonds  and  Ko  of  1%  for  gold.  As  for  the 
dollar,  it  took  12.5  1995  dollars  to  purchase 
the  same  goods  as  an  1802  dollar. 

Yes,  you  will  say.  But  how  about  1921? 
1929?  1974?  Oct.  1987?  You  can  get  killed  in 
stocks.  My  answer  is  that  the  pain  is  always 
temporary.  Stocks  show  remarkable  recupera- 
tive power  from  major  disasters.  The  investor 
who  bought  equities  at  the  top  of  the  1929 
market  and  held  them  for  several  decades 
would  have  come  out  almost  ten  times  ahead 
of  people  who  owned  bonds  or  T  bills. 

Those  who  held  stocks  through  the 
German  hyperinflation  of  the  1920s  preserved 
capital  while  bondholders  were  wiped  out. 
The  same  happened  with  German  and  Japan- 
ese stocks  after  World  War  II. 

That's  why  I  say:  Ignore  the  chatter  about 
buying  bonds  for  a  rally,  about  the  market 
being  "too  high,"  about  asset  allocation  or 
gold.  Stocks  are  an  investor's  best  friend. 

Chances  are  you  won't  make  The  Forbes 
Four  Hundred,  but  investing  your  nest  egg  in 
common  stocks  and  adding  to  it  regularly 
over  a  few  decades  or  longer  should  make  you 
more  than  well  off.  Just  forget  about  trying  to 
time  the  market  and  let  compounding  go  to 
work  for  you. 

The  trouble,  of  course,  is  that  we  are  crea- 
tures with  a  short-term  orientation.  We  are 
afraid  of  looking  dumb  if  we  are  holding 
stocks  and  the  market  takes  a  dip.  That's  why 
most  investors  don't  do  well.  For  those  who 
want  to  forget  about  fads  and  let  stocks  work 
for  you,  here's  a  list  of  good  ones: 

Bank  of  Boston  (55),  p/e  11,  yield  3.2%; 
ICN  Pharmaceuticals  (20),  p/e  9,  yield  1.5%; 
ServiceMaster  (24),  p/e  15,  yield  2.8%; 
Summit  Bancorp  (39),  p/e  12,  yield  3.6%; 
Travelers  Group  (47),  p/e  10,  yield  1.3%.  H 
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he  true  sport 
of  kings 

Thanks  to  a  hawk  named  Ramsey,  I  was  able  to  serve 
excellent  grilled  rabbit  to  a  group  of  friends. 


By  Richard  C.  Morais 


A  young  Harris  hawk  ready  to  take  wing 
Birds  bred  in  captivity  live  longer. 


Twenty  yards  ahead  lay  a  rabbit, 
hiding  in  clover  and  thistles.  The 
wind  was  right.  We  were  on  a  hillock 
above  the  rabbit.  Young  Ramsey — 
the  Harris  hawk  on  my  gloved 
wrist — had  screeched  like  a  baby  all 
afternoon,  but  was  now  quiet, 
focused,  and  hungry.  His  ebony  eyes 
were  rooted  on  the  field.  My  guide, 
James  Knight,  gave  me  a  nod,  and  we 
charged  into  the  thistle,  whooping. 
The  rabbit  bolted,  and  Ramsey 
immediately  lifted  off  my  wrist  and 
fell  like  a  B-52  onto  the  bolting  blur 
of  gray  fur. 

This  was  young  Ramsey's  first  kill, 
and  I  clucked  over  the  beady-eyed 
predator  like  a  proud  parent,  feeding 
it  the  rabbit's  hind  legs  and  stroking 
its  cocoa-colored  chest.  After  three 
hours  of  thrashing  through  the 
purple  thistle  of  the  Scottish  High- 
lands, even  my  underwear  was  soggy 
with  sweat.  But  n  die  canvas  game 
bag,  speckled  with  olood  and  tufts  of 
fur,  was  heavy  with  to  its.  One 

was  Ramsey's  kill,  the  <  by  more 
experienced  birds. 


Ramsey  was  not  the  only  novice. 
My  first  nervous  encounter  with  a 
Harris  hawk  had  occurred  just  hours 
earlier.  I  was,  however,  following  in 
an  ancient  tradition.  Falconry,  the 
true  "sport  of  kings,"  got  its  start  in 
China  around  2,000  B.C.  and  then 
spread  west.  For  Middle  Eastern 
nomads,  it  wasn't  a  sport;  it  was  a 
way  to  put  groceries  on  the  table.  In 
a.d.  860  falconry  reached  Britain, 
and  it  has  flourished  there  ever  since. 
The  Normans,  with  their  system  of 
private  property,  restricted  falconry 
and  hunting  rights  to  the  upper  class- 
es. In  1486,  the  Book  of  St.  Albans 
spelled  out  the  pecking  order:  A  king 
must  hunt  with  a  gyr falcon  (an  arctic 
falcon,  and  the  largest  of  the  species); 
a  lady,  with  a  merlin  (a  small  falcon, 
also  known  as  a  pigeon  hawk);  a 
knave,  with  a  kestrel  (another  small 
European  falcon).  The  well-paid  royal 
falconer  of  the  court  made  sure  that 
young  aristocrats  learned  the  noble 
art  alongside  traditional  archery  and 
swordsmanship. 

Falconry  has  remained  a  sport  of 
the  privileged  few.  Only  wealthy 
Arabs,  or  the  odd  obsessed  milkman 
who  dedicates  his  life  to  his  birds 
after  his  early  morning  shift,  have  the 
resources  or  time  to  pursue  the  exact- 
ing art.  In  the  U.S.,  overregulation 
by  the  Department  of  Fish  &  Wildlife 
has  kept  falconry  in  the  hands  of  an 
archaic  hierarchy  of  some  3,000  sanc- 
tioned falconers,  who  practice  the 
sport  quietly. 

But  that  is  changing,  thanks  to 
Steve  and  Emma  Ford.  These  two 
experts  on  birds  of  prey  have  built 
the  British  School  of  Falconry  at  the 
spectacular  Gleneagles  Hotel  in  Scot- 


Steve  Ford  leads  grouse  hunt  over  the  moor 
Falcons  on  "cadge"  hefted  by  Emma 
Ford  can  dive  over  200mph.  We  scored 
a  brace  of  red  grouse  for  the  table. 


land  (see  box,  p.  366).  After  two  years 
of  wrangling  with  the  bureaucrats  at 
the  U.S.  Department  of  Fish  & 
Wildlife,  the  Fords  recently  opened 
another  falconry  school  at  the 
Equinox  Hotel  in  Manchester,  Vt. 
Some  6,000  amateurs  pass  through 
these  falconry  schools  each  year. 
Most  go  for  the  experience.  Only  a 
handful  take  up  the  sport  seriously. 

At  Gleneagles  the  complete  $1,085 
four- day  course  (not  including  room 
and  board)  starts  with  an  introducto- 
ry lesson.  I  was  given  a  yellow  leather 
glove  and  a  Barbour  coat  and  boots. 
In  no  time  a  Harris  hawk  was  on  my 
left  wrist.  The  black-eyed  bird  looked 
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I  me  haughtily  up  and  down.  Between 

8  my  thumb  and  clasped  fingers  I  held 

|  the  hawk's  jesses — thin  leather  straps 

w  secured  around  the  hawk's  legs — and 

o  we  walked  around  a  course  while  the 

3  bird  leapt  from  my  wrist  and  returned 

%  for  scraps  of  raw  meat.  Harris  hawks 

z  are  good-natured  birds  native  to 

si  Central  and  South  America  that  can 

o 

*  be  handled  without  concern  by  com- 
plete beginners.  The  only  thing  that 
freaked  me  was  "bating" — the  hawk 
periodically  dove  off  my  glove  and 
flapped  upside  down,  hanging  from 
the  leather  jesses.  "It's  like  a  dog 
pulling  on  a  leash,"  yelled  Knight.  I 
held  on  firmly  to  the  jesses  and  gendy 
lifted  the  hawk  back  on  to  my  wrist 
with  my  free  hand. 

We  went  hunting  that  very  first 
afternoon.  At  first  I  was  urbanely  cool 
and  reserved.  But  my  own  predatory 
instincts  were  soon  inflamed  by  the 
bolting  rabbits,  and  in  no  time  I  was 
whooping  "Hey,  hey,  hey!",  crashing 
through  the  heather  and  into  hidden 
fences.  The  big  drama  came  when 
Ramsey's  brother  Hendry  seized  a 
rabbit  and  gamely  hung  on  as  he  was 
dragged  deep  underground  into  a 
warren.  We  had  to  dig  out  Hendry, 
still  clutching  his  prey.  The  hawks 
usually  pick  off  diseased  or  injured 
animals,  which  are  sent  to  a  nearby 
zoo  as  fodder.  The  healthy  prey  can 
go  right  into  the  cooking  pot. 

Cruel?  Knight  and  the  other 
instructors  are  careful  to  assure 
squeamish  guests  that  the  birds  are 
well  treated.  The  school's  23  hawks 
were  all  bred  in  captivity.  They  are 
luckier  than  their  wild  cousins:  In  the 
wild  70%  of  the  birds  die  the  first 
year,  with  survivors  living  only  nine 
years  on  average.  "Life  in  the  wild  is 
tough,"  says  Knight.  "If  they  can't 
catch  their  own  food,  they've  had  it." 
The  falconry  school's  birds  are 
deloused,  their  weights  are  carefully 
monitored,  and  they  often  live  to  the 
ripe  old  age  of  25. 

What  about  the  poor  rabbits?  Put 
it  this  way:  The  rabbit  has  more  than 
an  even  chance.  The  odds  are  in  the 
rabbit's  favor,  with  only  one  kill  on 
average  for  every  seven  attempts  at  a 
bolting  rabbit.  The  birds  can  catch  a 
rabbit  only  if  the  wind  is  behind  them 
and  the  rabbit  is  running  downhill,  so 
locating  suitable  quarry,  and  getting 
into  the  right  position,  requires  team- 
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between  you  and  the  bird  and 
.  de.  That's  the  challenge, 
rabbit  squeals  if  the  hawk 
its   head   and   grabs  the 
hindquarters.  That's  unpleasant,  but 
the  instructors  put  an  end  to  the 
rabbit's  suffering  in  an  instant. 

At  the  school  in  Vermont,  par- 
tridge, pheasant  and  quail  are  hunted 
instead  of  rabbit.  The  ultimate  in  fal- 
conry is  hunting  red  grouse  with  fal- 
cons when  the  moors  are  afire  with 
purple  heather.  That's  what  Steve, 
39,  and  Emma  Ford,  34,  do  in  their 
spare  time.  They  invited  me  to  a  pri- 
vate hunt  on  Braco  Casde  moor,  near 
Gleneagles. 

In  the  back  of  their  Range  Rover, 
three  leather-hooded  peregrines 
(which  are  especially  swift)  and  a  gyr- 
falcon  sat  calmly  on  a  "cadge" — a 
wooden  frame  that  is  carried  onto  the 
moor  by  a  "cadger"  and  is  the  ety- 
mological source  for  the  golfer's 


Where  eagles  dare 


Ford's  British  School  of 
Falconry  is  situated  at  the 
Guinness-owned  Glen- 
eagles Hotel,  one  of  the 
finest  sports  resorts  in 
Europe.  Gleneagles  is  in 
Perthshire,  an  hour's  drive 
from  the  Glasgow  and 
Edinburgh  airports,  and  is 
best  known  for  its  three 
golf  courses,  including  the 
$9  million  Monarch 
course  designed  by  Jack 
Nicklaus.  Guests  can  also 
shoot  at  the  Jackie  Stewart 
Shooting  School,  ride  at 
the  Equestrian  Centre, 
salmon  fish  on  some  of 
the  best  beats  on  the  Tay 
River  or  work  out  frustra- 
tions on  the  off-road  dri- 
ving course.  This  reporter 
hadn't  picked  up  a  gun  in 
20  years,  but  found  him- 
self hitting  almost  half  the 
clays  after  just  an  hour  of 
superb  instruction.  And  in 
die  early  evening,  while 
kids  "feet-paint,"  many 
adults  had  a  massage  at 


"caddy."  Three  English  pointers  and 
an  overweight  black  Labrador  panted 
in  the  trailer  hauled  behind.  Steve 
Ford  parked  the  car  at  the  top  of  the 
moor,  apologized  in  advance  for  any 
cussing  and  clipped  homing  devices 
on  the  dogs'  necks.  If  the  dog  freezes 
on  point,  a  beeper  goes  off  and  the 
Fords  can  find  the  crouched  dog 
among  the  tufts  of  heather. 

Emma  Ford,  author  of  seven 
books  on  falconry,  hoisted  the  cadge 
and  began  heading  across  the  moor, 
looking  medieval,  her  blonde  hair 
flapping  in  the  wind.  Each  of  the 
birds  had  a  tracking  device  clipped 
to  its  tail,  and  Steve  carried  a  receiv- 
er in  a  canvas  case  on  his  back.  Katy, 
the  oldest  pointer,  was  off.  Sudden- 
ly she  froze,  her  tail  and  nose 
straight  out.  Her  beeper  went  off. 
"Get  on,"  said  Steve  Ford.  The  dog 
inched  forward,  but  stopped  again. 
It  was  a  grouse. 


Emma  Ford  lowered  the  cadge  and 
took  the  hood  off  Chanel,  the  pere- 
grine. It  ruffled  its  feathers  and  then 
took  off,  spiraling  upward  until  it  was 
several  hundred  feet  in  the  air. 
Emma,  meantime,  began  circling 
around  the  grouse  until  she  was  some 
200  yards  on  the  other  side  of  us, 
downwind.  Steve  clipped  three  dogs 
to  his  belt  while  yelling  at  Katy  to 
"stay"  on  point.  It  was  his  job  to 
keep  the  eager  canines  from  spooking 
the  grouse.  The  hunt  was  starting  to 
resemble  a  conductor  trying  to 
impose  order  on  an  unruly  orchestra. 

Finally,  Emma  judged  the  dog  was 
ready,  she  was  ready,  the  falcon  was 
at  the  right  spot  in  its  turn,  the  wind 
just  right.  She  and  Katy  made  their 
move.  The  grouse  bolted,  low,  and 
the  peregrine  dropped  through  the 
blue  sky  like  a  guillotine  blade.  Fal- 
cons can  travel  at  speeds  up  to 
214mph,  but  grouse  are  smart  birds, 


Gleneagles  Hotel,  an  hour  from  Edinburgh  or  Glasgow 

Three  golf  courses,  shooting,  riding,  fishing— and  falconry. 


the  spa  before  a  dinner 
ranging  from  a  heavy 
spatchcock  of  quail  to  a 
light  Thai  grilled  chicken 
salad. 

This  is  the  kind  of  hotel 
where  Sean  Connery  and 
his  wife  sit  for  hours  read- 
ing their  newspapers  over 
breakfast  and  no  one  even 
thinks  of  bothering  them. 

There  are  more  staff 
than  guests  at  the  234- 
room  hotel,  and  this 
reporter  was  repeatedly 


impressed  by  the  attention 
to  detail.  The  brass  bath 
taps  are  from  a  1922 
Yorkshire  waterworks;  the 
lowly  breakfast  banger  is 
elevated  to  handmade 
venison  sausages;  standard 
packed  lunches  include  a 
12-year-old  Cragganmore" 
single -malt  whiskey  so 
guests  can  toast  their 
catch  of  the  day.  Service 
like  you  rarely  see  it  these 
days,  and  not  at  all  stuffy. 
In  the  evening  silvery 


salmon  and  bloody  grouse 
of  the  day  are  dramatically 
laid  out  across  the  lobby 
floor. 

Cheap?  No.  Good 
value?  Yes.  The  smallest 
double  room  costs  $372  a 
night  without  activities 
and  meals.  A  carte  blanche 
tariff  allows  you  unlimited 
use  of  all  activities  and  all 
meals  for  $590  a  night  per 
person  for  the  most 
modest  room.  There  are 
other  packages,  including 
a  "falconry  break."  Best  to 
call  directly  at  44-1764- 
662231  or  fax  them  at 
44-1764-662134. 

Gleneagles  also  manages 
the  Equinox  Hotel  in 
Manchester,  Vt.  There 
a  beginner's  four-day 
falconry  course,  including 
room  and  board, 
runs  $1,260  a  person  for 
double  occupancy.  Tel. 
802-362-4700;  fax 
802-362-4861. 

I  didn't  say  falconry 
came  cheap.  I  just  said  it 
was  the  true  sport  of 
kings. 

-R.C.M.M 
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Not  content  with  financial  analysis,  we  call  in  the 
astrologers  to  check  out  some  of  our  Four  Hundred. 

Star  trek 

By  Natasha  Bacigalupo  and  Caroline  Waxier 


:  to  dodge  and  weave  like  Torna- 
:  u  rs,  and  often  get  away, 
this  rime.  We  heard  a  crunch 
and  saw  a  tew  gray  feathers  flutter 
through  the  air.  There  was  silence 
over  the  hill.  Steve  was  red  in  the  face 
and  muttering.  "I  can't  find  it," 
Emma  finally  yelled.  The  lifeless 
grouse  had  disappeared  in  the 
heather. 

We  finally  bagged  another  grouse 
after  a  half-dozen  failed  attempts. 
With  sweat  streaming  down  our 
faces,  we  trudged  back  through  the 
bog  to  the  car.  There  the  black 
Labrador  eventually  reappeared,  tail 
wagging,  with  a  very  dead  and  plump 
grouse  in  its  mouth. 

"It's  ours,"  said  Steve. 


Steve  Ford  prepares  falcon  for  flight 
Antenna  on  bird's  tail  is  for  tracking. 


He  pointed  to  the  shattered  right 
wing  on  the  grouse.  "That's  Chanel's 
trademark.  She  always  hits  the  right 
wing."  We  celebrated  our  brace  of 
grouse  with  a  traditional  shot  of 
single-malt  whiskey  and  some  choco- 
late with  raisins. 

Back  in  the  calm  of  my  London 
home,  I  one-upped  my  gourmet 
friends  by  serving  a  rack  of  grilled 
rabbit  and  roast  grouse.  Never  did 
game  taste  so  good.  Of  course,  the 
extra  margin  of  enjoyment  is  a 
residue  of  what  our  ancestors  felt 
when,  through  their  skill  and  luck, 
they  could  return  home  in  triumph 
with  sustenance  for  their  family. 
You'll  never  get  thai  feeling  in  a 
butcher  shop.  WM 


Last  year's  astrological  honors  for 
most  places  on  The  Forbes  Four 
Hundred  went  to  Pisces.  This  year, 
with  43  new  names  on  the  list,  Aries 
tied  Pisces  for  first  place  (10%  each). 
Makes  sense:  Aries  are  first  in  line  for 
startups,  and  last  year  was  a  hot 
market  for  initial  pmblic  offerings. 
More  than  20%  of  the  new  additions 
were  Aries. 

Last  year  astrologer  Joan  Quigley 
went  out  on  a  limb  to  predict  what 
lay  ahead  for  a  selected  dozen  Forbes 
Four  Hundred  members — one  for 
each  sign  of  the  zodiac.  How  did  she 


do?  Not  bad.  But  not  great,  either. 

William  Gates  III,  Scorpio 
Oct.  28,  1955 

Quigley  was  right — sort  of — with 
her  prediction  that  Windows  95 
would  fall  short  of  its  hype.  She  was 
dead  wrong  about  Gates'  slipping 
from  the  top  spot  on  The  Four  Hun- 
dred. He's  still  number  one. 

Thomas  Stephen  Monaghan,  Aries 
Mar.  25,  1937 

Domino's  did  catch  some  govern- 
ment heat,  as  Quigley  predicted.  Not 
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K<xii  food  preparation,  however. 
.  il  came  from  the  Enforcers  of 
i  Correctness,  who  complain 
lelivery  people  are  reluctant 
to  deliver  pizza  into  dangerous 
neighborhoods.  Wonder  how  eager 
those  Enforcers  would  be  to  go  to 
those  places  at  night? 

Bernard  Marcus,  Taurus 
May  12,  1929 

Home  Depot  had  a  great  year,  just 
as  Quigley  said  it  would.  Earnings 
were  up  21%.  She  also  said  Marcus' 
"relationship  with  partner  Arthur 
Blank  will  remain  solid."  Blank  is 
now  expected  to  succeed  Marcus 
when  he  decides  to  step  down. 

Kirk  Kerkorian,  Gemini 
June  6,  1917 

Kerkorian  would  finally  be  offered 
a  seat  on  the  board  of  Chrysler, 
Quigley  predicted.  He  was,  but 
anointed  one  of  his  minions  instead 
after  his  takeover  attempt  fizzled. 
Only  Kerkorian  knows  if  "the  pres- 
tige he  has  gained  has  cost  him  more 
than  it  was  worth."  As  for  Quigley's 
call  that  he  will  be  winning  more 
people  over,  Kerkorian  just  agreed  to 
buy  MGM  (for  the  third  time)  for  $1.3 
billion. 

Edward  Crosby  Johnson  III 
Cancer 

June  29,  1930 

The  Fidelity  chairman  would  face 
big  problems  in  the  summer  of  1996, 
warned  Quigley.  Pretty  good  call. 
The  12  largest  Fidelity  funds  are 
underperforming  the  market  this 
year.  Fidelity's  market  share  of  net 
fund  inflows  slipped  from  15%  to 
10%.  But  Quigley  thinks  that  things 
should  look  up  this  fall  for  the  $53 
billion  Magellan  Fund,  under  new 
manager  Robert  Stansky. 

Craig  McCaw,  Leo 
Aug.  11,  1949 

"There'll  be  a  collapse  in  his  finan- 
cial and  personal  life,"  predicted 
Quigley.  Bull's-eye!  Craig  and  Wendy 
McCaw,  his  wife  of  22  years,  are  split- 
ting. At  stake:  half  of  his  $1.3  billion 
fortune.  Yet  Quigley  said  "friends  will 
close  ranks  around  him,"  and  McCaw 
would  use  humor  to  cope.  Says  pal 
and  Nextcl  Vice  President  Robert 
Ratiiffe:  "Craig  has  actually  become 


more  easygoing  and  jovial  since  his 
troubles  began." 

Warren  Buffett,  Virgo 
Aug.  30,  1930 

The  astrologer  warned  that  the 
world's  most  successful  investor  faced 
two  tough  years.  Berkshire  Hathaway 
stock  did  fall  from  a  high  in  March  of 
$37,950  to  a  recent  $32,700,  but 
whether  that  counts  as  a  setback  isn't 
clear  since  Buffett  warned  investors 
that  the  stock  was  too  high.  We 
should  all  have  setbacks  like  Buffett's. 

Samuel  Zell,  Libra 
Sept.  28,  1941 

Quigley  warned  Zell  that  winning 
control  of  New  York's  Rockefeller 
Center  would  be  "dangerous."  It 
didn't  happen,  so  we'll  never  know. 

Marc  Rich,  Sagittarius 
Dec.  18,  1934 

Forbes  said  Rich,  who  fled  to 
Switzerland  after  being  charged  in 
the  U.S.  with  tax  evasion,  fraud  and 
racketeering,  would  be  in  the  pokey 
by  now.  Fat  chance.  He's  still  happi- 
ly living  in  Switzerland,  where  he's 
started  a  new  commodities  firm. 

Henry  Kravis,  Capricorn 
Jan.  6,  1944 

Kravis  certainly  did  have  a  Midas 
year,  as  our  seer  predicted.  Several 
deals  turned  to  gold:  in  March  KKR 
sold  Stop  &  Shop  (acquired  in  1988 
for  $100  million  in  equity)  to  Dutch 
grocer  Royal  Ahold  NV  for  $1.8  bil- 
lion. In  April  KKR  sold  a  huge  block 
of  Wells  Fargo  stock  that  it  had  gar- 
nered as  payment  for  its  stake  in  First 
Interstate  Bancorp.  KKR  paid  $231 
million  for  the  stake  and  sold  the 
Wells  Fargo  stock  for  $1  billion.  In 
August  KKR  sold  American  Re  to 
Munich  Reinsurance  and  walked 
away  with  profits  of  $1.7  billion.  The 
latest  coup:  last  month's  sale  of  Dura- 
cell  to  Gillette  for  a  hefty  $7.8  billion. 
KKR  stands  to  pocket  $3.7  billion. 

Carl  Icahn,  Aquarius 
Feb.  16,  1936 

Quigley  divined  that  new  acquain- 
tances, especially  corporate  execu- 
tives, would  not  be  on  Icahn's  side. 
Pretty  good  call.  The  executives  at 
RJR  Nabisco  certainly  weren't  with 
him;  takeover  attempt  by  Icahn  and 


partner  Bennett  Lebow  fizzled  and 
the  partners  broke  up.  Was  this  the 
"showdown  with  a  hot-tempered 
associate"  that  Quigley  foretold? 

Rupert  Murdoch,  Pisces 
Mar.  11,  1931 

Said  Quigley:  "He  is  quietly  piec- 
ing together  a  deal  that  could  make 
him  a  bundle."  Rupert  usually  is: 
News  Corp.  gobbled  up  Ronald 
Perelman's  New  World  Communica- 
tions in  July  for  $2.5  billion,  the 
missing  link  for  his  Fox  TV  network. 
Will  it  make  him  a  bundle?  He  paid  a 
stiff  price,  so  the  jury's  still  out.  And 
predicting  that  Murdoch  will  make  a 
big  deal  is  like  predicting  that  it  will 
snow  in  January.  Quigley  also  said 
that  he  might  have  foot  problems. 
Wrong  limb.  He  sliced  his  index 
finger  in  a  sailing  accident  aboard 
Larry  Ellison's  Sayonara  during  a 
yacht  race  in  Australia. 

For  this  year's  predictions,  we 
turned  to  astrologers  Susie  Cox  and 
Carolyn  Crawford.  Cox  works  out  of 
the  Canyon  Ranch  Health  Resort  in 
Arizona,  where  she  has  been  predict- 
ing the  fortunes  of  vacationing 
Forbes  Four  Hundred  members  for 
15  years.  Crawford  is  a  stargazer  who 
focuses  on  finance.  She  and  husband 
Arch  Crawford  publish  Crawford 
Perspectives,  a  newsletter  with  market 
timing  recommendations  based  on 
astrology  (Forbes,  Sept.  11,  1995). 

James  Clark,  Aries 
Mar.  23,  1944 

Both  astrologers  feel  that  next  year 
is  not  the  time  for  him  to  start  any 
more  ventures.  But  between  Feb.  8 
and  14,  1997,  says  Crawford,  Clark 
will  have  a  major  breakthrough.  Does 
that  mean  he'll  sell  the  company? 

Maurice  (Hank)  Greenberg 

Taurus 

May  4,  1925 

"This  is  no  time  [for  Greenberg] 
to  sign  documents,"  warns  Crawford, 
speaking  of  the  first  quarter  of  1997. 

Sumner  Redstone,  Gemini 
May  27,  1923 

Cox  says  a  big  deal  will  happen 
between  January  and  April.  Fairly  safe 
prediction:  Dealmaking  is  what 
Sumner's  all  about. 
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Bruce  McCaw 
Cancer 

June  26,  1946 

Both  astrologers  urge  McCaw  to 
apply  the  brakes  to  his  auto  racing — 
especially  on  May  24,  says  Crawford. 
Cox  warns  against  both  flying  and 
driving  this  December,  as  well  as  June 
and  September  next  year.  On  the 
positive  side,  Crawford  thinks  he 
might  be  a  father  in  the  new  year. 
This  would  be  the  McCaws'  first. 

Charles  Schwab 
Leo 

July  29,  1937 

Crawford  sees  trouble  ahead  for 
the  financial  services  magnate.  Any 
Schwab  plan  will  meet  with  resistance 
during  November  and  July.  The  first 
two  months  of  next  year  will  remind 
him  of  October  1987 — especially 
Feb.  14  and  15.  "Financial  pressures 
could  be  extreme.  Or  will  it  be  a 


takeover  attempt?"  muses  Crawford. 

John  Kluge,  Virgo 
Sept.  21,  1914 

Crawford  feels  Kluge  may  have 
health  concerns  this  October  and 
again  in  January.  Cox  says  he  will  star 
big  in  the  communications  industry. 
Kluge  wouldn't  argue  with  that  one. 
His  Metromedia  has  huge  ambitions 
(Forbes,  Feb.  26). 

Ralph  Lauren,  Libra 
Oct.  14,  1940 

Lauren's  big  retail  push,  starting 
with  eight  Polo  Jeans  stores  across 
the  country,  could  not  have  come  at 
a  better  time,  says  Cox.  "He  can 
afford  to  be  progressive  and  daring  in 
the  upcoming  year."  But  this  Libra 
needs  to  find  more  balance  in  his  life, 
warns  Crawford,  and  legal  tangles, 
possibly  divorce,  could  be  a  problem 
in  March. 


Ted  Turner,  Scorpio 
Nov.  19,  1938 

A  once-in-a-lifetime  alignment  of 
the  planets  in  January  will  lead  this 
media  mogul  in  a  completely  new 
direction,  Cox  says.  Does  that  mean 
he  will  seize  control  at  Time  Warner? 
Cox  warns  he  needs  to  balance  family 
responsibilities  with  business.  But,  all 
in  all,  Crawford  says  1997  will  be  a 
year  of  vitality,  happiness  and  recog- 
nition for  Turner. 

Steven  Spielberg,  Sagittarius 
Dec.  18,  1946 

After  a  slow  start,  DreamWorks, 
where  he  is  a  partner,  will  kick  into 
high  gear  by  April,  says  Crawford. 
Cox  agrees:  "April,  May  and  June 
should  bring  yet  another  summit  of 
creativity  for  Steven."  By  next 
summer,  says  Cox,  he  will  have  a 
blockbuster  on  his  hands.  The  Juras- 
sic Park  sequel,  The  Lost  World? 

Harry  Wayne  Huizenga 

Capricorn 

Dec.  29,  1937 

Huizenga's  buying  binge  with 
Republic  Industries — 19  companies 
in  12  months — will  probably  contin- 
ue, say  both  Cox  and  Crawford.  But 
the  two  astrologers  disagree  as  to 
when  the  binge  will  end:  Cox  says  the 
beginning  of  next  year,  Crawford  says 
the  end.  Crawford  also  warns  that 
next  December  will  bring  extreme 
stress  as  competitors  try  to  under- 
mine his  position. 

Paul  Fireman,  Aquarius 
Feb.  14,  1944 

The  Reebok  chief  wili  make  drastic 
changes  in  his  lifestyle,  says  Crawford, 
perhaps  even  stepping  down  before 
the  two-year  deadline  he  set  to  either 
quit  or  end  Reebok's  sales  slump.  But 
"it's  more  likely  he  will  prove  there  is 
room  for  two  at  the  top,"  Crawford 
predicts,  referring  to  the  Nike- 
Reebok  race,  which  Fireman  has  been 
losing.  According  to  Cox,  "Fireman 
really  can't  go  wrong  no  matter  what 
happens."  Better  not  short  Reebok 
stock. 

Philip  Knight,  Pisces 
Feb.  24,  1938 

Cox  warns  that  Knight  may  take 
on  too  much,  and  will  have  to  tone 
down  expectations.  Hi 
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WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Mifljfictunng  to  Small  Ratal!  Shops 

No  Brokerage  Fees 
To  Buy  or  Sail 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVI.  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Service 

Universal  [■ 


(800) 


551-9105 

http://www.ifu.net/ucs 


arketClassified 


INVESTOR-PARTNER 

A  $30  mil.  Russian  consumer  electronics 
retailer  seeks  a  US  partner  to  expand  its 
computer  hardware  business. 

Fax  (41 5)  772-9061 
e-mail:  PetrosibUSA@msn.com 


Build  a  successful  business 
using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
S7k  investment;  800-605-3744 


Confidential  Banking 


We  Provide: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduction  or  Elimination  of  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


BRAZIL — An  excellent  investment 
opportunity  to  build  a  very  exclusive  spa  in 
the  mountains  in  a  tropical  forest  Area  of  25 
hectare  with  creeks  and  splendid  waterfalls, 
located  midway  between  Rio  and  San  Paulo 
(airport  20  min.  away).  Owner  seeks  busi- 
ness associate  to  build  a  comfortable  and 
tranquil  spa  for  selected  guests  looking  for  a 
new  way  of  relaxation  by  being  in  direct 
contact  with  nature.  For  further  information, 
please  fax  (610)  525-4824. 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Francorp 

Specialists  in  Franchise  Development  FB 
New  York*  Gruago.  Los  Anqaes »  tapies  FL »  Me»ico  City  Buenos  Aires  u 


Franchising. 


i 
i 


I  Franchise  your  business  for  growth 
I  and  success.  Call  Franchise 
|  Developments,  Inc.,  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  a 
j^412)  687-8484  or  800-576-5115  pgj 


CAPITAUVAIUBLf 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  10,000  active  lenders 
wiihng  to  take  risks  your  bank  won't. 
75  financing  types  give  you  countless 
options  for  every  deal. 

FREE  INFO  800-580-1188 


EDUCATIONAL  SERVICES 


I  BACHELOR  .  MASTER  .  DOCTORATE 


■  •Management  *  Education  *■'  ■■.  . 

H  •Engineering    •Computer  Science       •Holistic  Care 

I  •Thi?okxjy       •Chemtcal  Dependency  •Paralegal 

I  «Law  •  Hotel  &  R*it«urani       •  Gr*d  Teach* 


La  Salle 


(800)955-8879^ 


UniversityMandev,ne  £a  70470 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin 

Health  Care  Admin,  Human  Resources, 
Finance,  International  Business,  Tech  Mgmt, 
Law,  Paralegal.  Psychology.  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required 


J  |  Three  weeks  from  now  you 
can  begin  work  in  a  presti- 
gious and  rigorous  MBA 
'  program,  svhich  The  Economist 
Intelligence  I  'nit  has  included  in 
s  report.  Which  MBA' A  Critical  Guide 
to  the  World's  Best  Programmes. 

(impruIK  established  in  1K2I) 

Heriot-Watt  University 

North  American  Distributor 
692t  Stockton  Ave..  Suite  5 
El  Cernto.  CA  M453I1  •  Fax  (51(1)  528-3555 
Toll-free  (800)  THE  WATT  ext.  5 


For  details  on 
FORBES  MARKET  CLASSIFIED 
CALL  OR  FAX  LINDA  LOREN 

(212)260-0620  or 
FAX  (212)  260-8183, 
e-mail:  lloren@forbes.com 


HIJIWiMilillWIH 


FINE  ART 


Tax  Free 
Permanent 
Residency 


e  tax  free  Turks  and  Caicos  Islands,  the  British 
pendency  only  575  miles  /  90  minutes  flying 
iirt  Miami,  now  offer  permanent  residency  for  an 
lividual  or  family  for  a  commitment  of  as  little  as 
;$  40,000  plus  fees. 

any  high  net  worth  individuals  and  business 
ople  have  already  expatriated  to  these  idyllic 
ands;  they  have  an  excellent  climate  and  are  free 
income  corporation  and  capital  taxes  such  as 
ath  duties. 

your  strategy  requires  adoption  of  alternative 
izenship  and  passport  as  such  we  can  arrange 
s  in  a  suitable  low  cost  jurisdiction. 

For  information  please  contact: 
Paul  Winder,  Director, 
INTERNATIONAL  COMPANY 
SERVICES  (TCI)  LIMITED 
PO  Box  107,  Oceanic  House, 
Duke  Street,  Grand  Turk, 
Turks  &  Caicos  Islands, 
British  West  Indies. 
Tel:  809  94  62828 
Fax:  809  94  62825 
E-Mail:  tciresfajcsl.com 


http:  //www.icsl.com 


.  IAND  CARVED  MAHOGANY 

|jry|(y|jRDS 


|6"  to  72  mode's  afe  ^ond- 
tfatted  ^'oti  wild  mahogany  with 
handpoiited  moorings  ond  detain 
t)ver  160  models  in  stock 
Jr.cedf.om  $99  50 
latisfoction  guaranteed 

fall  1-800  950-9944 


ferine 


WOOD'S  LLUMNO  HJJ3K, 
CXBMI 
HHOSCUUTUKS 

■4?55  No*  ft*  Sw 

i(0flWI8<:  ^— 


COLLECTIBLES 


RELIVE  A  MEMORY 

)MIC  BOOKS.  PULPS,  PAPER- 
"  \CKS,  TV  COLLECTIBLES,  BIG 
TTLE  BOOKS,  CHARLIE'S 
<IGELS,  JAMES  BOND,  BATMAN, 
ARSKY  AND  HUTCH,  BIONIC 
AN  AND  WOMAN,  COMBAT, 
N.C.L.E.,  MAGAZINES,  PHOTOS, 
)ULT  MAGAZINES,  TEEN  MAGA- 
NES,  MADONNA,  MEL  GIBSON, 
pRRO,  GUM  CARDS,  PARTRIDGE 
MILY,  BRADY  BUNCH,  MONKEES, 
WY  CROCKETT,  ETC.  1930  THRU 
P6,  CATALOG  $4.00,  TV  GUIDES 
VTALOG  $3.00,  ROGOFSKY  BOX 
FM,  GLEN  OAKS,  NY  1 1004 


vv 


E  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!- 

HOUSE  OF  ONYX 
iMain  St.,  Greenville,  KY  42345 

iOO-844-3100  or  FAX  502-338-9605 


Aircraft  Charter 
Aircraft  Management 
Aircraft  Sales 


FLIGHT  SERVICES  GROUP,  INC. 

Stratford,  Connecticut  06497 
800.380.4009  •  203.380.4009 

Teterboro,  New  Jersey  07608 
800.468.1110  •  201.288.2882 


liVWUii'lim'Mil 

•  7  DAY  MONTHLY  CULTURAL  ADVENTURE 

•  7  DAY  CIGAR  SMOKING  ADVENTURE 

•  4  DAY  JEWISH  CULTURAL  ADVENTURE 
^»  CUSTOM  MADE  ITINERARY  FOR  INDIVIDUAL 

•  FULLY  LEGAL  AND  ESCORTED  BY  WINGS 

WINGS  OF  THE  WORLD  1-800-465-8687 

CALL  US  TO  DAY  1         OPEN  SUNDAY  8-6  EST 

Real  Wood. 

Furniture  For  Computers 


Making  life  Easier 


An  "Elevette"  residence  elevator  adds 
convenience  to  your  home  and  is  the  solution 
for  a  person  who  requires  a  wheelchair  or 
should  not  climb  stairs.  Or,  you  can  ride  up 
and  down  stairs  quickly  and  easily  with 
StairLIFP  Model  SC.  Both  are  tax-deductible 
when  doctor-recommended. 

For  tree  literature,  contact 

INCLINATOR 


COMPANY  OF 

Dept.  7,  P0  Box  1557 
Harrisburg,  PA  17105-1557 
Phone  717-234-8065 


AMERICA 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


M-inclusive  fractional  ownership  of 
Learjet"  and  Challenger*  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 

BUSINESS 

JetSolutums 


The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


Charter  Fleet  International 
Call  for  Quick  Quotes'. 


1-800-355-JETS  (5387) 


SALVADOR  DALI 


"Cosmic  Rays" 
1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SILVERSTATE  FINE  ART 

FREE  CATALOG 

800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


HOME  FITNESS 


It  stinks  being 
out  of  shape." 


C  J[  Concept  II  Indoor  Rower 

The  complete  exercise 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-769-5346 

Factory  Direct 
0f        From  Vermont 

Jf  ©  1995  Concept  II,  Inc 

Concept  II,  RR1  Box  1100-F80, 
Morrisville,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


Richard  Petty 
Driving  Experience 

You  can  drive  a  Winston  Cup  stock  car1 
Available  year  round  at  Atlanta,  Charlotte,  and 
Us  l/egas  Motor  Speedways.  5  Courses  to  choose 
from  with  prices  starting  at  $329.99. 
Call  1-800-Bf -Pfrrv  for  details! 


Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


EDITED  DY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Oct.  15, 1926) 
"Opening  of  the  fall  season  has 
brought  the  customary  speeding  up  in 
distribution,  while  productive  indus- 
try is  generally  holding  its  gains.  There 
is  still  much  to  be  hoped  for  in  the 
farm  situation,  but  labor  has  main- 
tained hill  employment  at  high  wages, 
and  there  is  every  reason  to  believe 
that  a  period  of  good  autumn  business 
lies  ahead." 

"The  newspapers  reported  that  John 
A.  Stewart,  America's  oldest  banker, 
observed  his  104th  birthday  quietly  at 
his  home  in  Morristown,  N.J. 

"This  'grand  old  man  of  Wall  Street' 
was  born  a  year  after  Napoleon's  death. 
Until  four  years  ago  he  actively  direct- 
ed the  destinies  of  the  U.S.  Trust  Co. 
He  is  the  oldest  living  alumnus  of 
Columbia  University,  was  a  close  friend 
of  President  Lincoln  and  served  as 
Assistant  Treasury  Secretary  under 
President  Grover  Cleveland." 

60  years  ago 

(From  the  issue  of  Oct.  15, 1936) 
"Late  in  September  stainless  steel 
announced  its  definite  entry  into  the 
race  for  leadership  as  a  material  for 
building     airplanes     when  the 


1)1  First  stainless  steel  commercial  plane 
f     was  this  Fleetwings  Sea  Bird. 


This  trim 
suburban  1926 
bus  was  meant 
to  replace 
the  trolley. 


Fleetwings  Sea  Bird  took  to  the  air 
from  the  Delaware  River." 

"The  world  heaves  a  sigh  of  relief  as 
France  at  last  devalues  currency,  thus 
easing  ulcer  in  world  economy.  Order- 
ly cut  in  franc's  gold  content  to  relative 
level  of  revalued  pound  and  dollar  was 
accompanied  by  currency-stabilization 
agreement  between  U.S.,  Britain, 
France — thus  showing  that  democra- 
cies, as  well  as  dictatorships,  can  act 
swiftly,  positively." 

50  years  ago 

(From  the  issue  of  Oct.  15, 1946) 
"OPA's  decontrol  blueprint  is 
falling  farther  and  farther  behind 
what  both  Congress  and  industry 
anticipated.  The  economy  is  still 
some  60%  controlled,  and  the  figure 
never  topped  80%  in  wartime. 
Decontrol  is  scheduled  before  year's 
end  for  less  than  another  20%." 

"Scarcely  a  quarter  of  a  century  old, 
the  automatic  vending  machine  busi- 
ness has  already  become  so  much  a  part 
of  our  lives  that  the  variety  of  goods 
and  services  offered  comes  as  a  surprise 
when  enumerated.  The  'silent  sales- 
man' is  now  a  major  factor  in  sales  of 
candy,  cigarettes,  gum,  peanuts,  soft 
chinks,  telephone  service,  stamps,  com- 
fort facilities,  parking  space,  locker 
service,  etc." 

"The  scheduled  airlines  of  the  U.S., 
for  the  first  time  in  history,  carried 
more  than  a  million  passengers  in  a 
month  when  the  May  totals  reached 
1,013,682,  a  gain  of  92%  over  May  of 
last  year." 

25  years  ago 

(From  the  issue  of  Oct.  15, 1971 ) 
"The  date:  May  20,  1970.  Honeywell 
announces  that  it  is  going  to  buy  Gen- 
eral Electric's  computer  business.  Hon- 


eywell stock  falls  17  points,  knocking 
16%  off  Honeywell's  $1.8  billion 
market  value.  GE  customers  fretted  that 
Honeywell  wouldn't  know  how  to  take 
care  of  the  GE  computers.  GE  employ- 
ees feared  that  they  might  be  shoved 
out  of  high-paying  jobs. 

"Today  the  doubters  have  largely 
been  replaced  by  believers.  There  have 
been  no  mass  layoffs  of  GE  personnel, 
no  loud  screams  from  former  GE  cus- 
tomers, and  Honeywell  stock  has  since 
recovered." 

"For  Alcoa  to  be  first  in  aluminum  is 
not  necessarily  to  be  first  in  pounds 
shipped,  but  it  most  assuredly  is  to  be 
first  in  profitability.  Toward  that  goal, 
we  are  concentrating  on  business  that 
is  particularly  attractive  in  view  of  our 
facilities  and  capabilities." 
-Alcoa  President  Krome  George 

10  years  ago 

(From  the  issue  of  Oct.  20, 1986) 
"He  talks  with  a  lockjaw  patrician 
accent  and  is  clad  in  faultless  tailoring. 
But  don't  be  put  off  by  fastidious  man- 
ners. Ralph  Ingersoll  II,  boss  of  a  mid- 
dling-size but  fast-growing  media 
empire,  started  working  at  14,  has  run 
a  chain  of  newspapers  since  he  was  27 
and  already  has  a  reputation  as  a  tireless 
pursuer  of  potentially  profitable  papers 
and  as  a  ruthless  cost-cutter." 


Rising  media  boss  Ralph  Ingersoll  II. 


"Fuller  Brush  was  once  the  leader  in 
door-to-door  sales,  and  perhaps  the 
most  highly  regarded  manufacturer 
of  household  supplies.  No  longer. 
Today  the  company  pulls  half  of  its 
income  out  of  Mexico,  where  it  has 
70,000  sales  representatives  and  a 
successful  line  of  cosmetics."  WB 
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inuubnid  un  mt  Duamtaa  ur  Lire 


Economic  purists  (what 
a  nice,  clean  word  to 
describe  unperceiving 
pedagogues)  are  bewailing 
the  galloping  growth  of 
swapping  in  international 
trade.  Hard- currency- 
less  countries  need 
what  hard-currency 
countries  sell.  But  often 
the  former  cannot  pay 
for  those  goods  with 
their  crops  and  stuff 
because  the  seller  has 
no  use  for  them.  So  when 
direct  maps  can't  be 
made,  the  round-robin 
swap  gets  the  job  done. 
Barter's  basic;  has  been, 
always  will  be.  It's 
just  more  so  now.  No 
monetary  wand — old  or 
new — 4s going  to  make 
it  disappear. 

-Malcolm  Forbes 


A  Text  .  .  . 

Also  I  heard  the  voice 
of  the  Lord,  saying, 
Whom  shall  I  send,  and 
who  will  go  for  us? 
Then  said  I,  Here  am  I; 
send  me. 
-Isaiah  6:8 


Sent  in  by  Peter  Baylor, 
Westwood,  Mass. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Is  today's  crisis  really 
earthshaking?  Will  you 
still  think  so  next  week? 
Next  month?  Next  year? 
-A.I.  Velander 

Man  can  certainly  keep  on 
lying  (and  does  so),  but  he 
cannot  make  truth  falsehood. 
-Karl  Barth 

The  much-maligned 
idle  rich  have  received 
a  bad  rap:  They  have 
maintained  their 
wealth  while  many  of  the 
energetic  rich — aggressive 
real  estate  operators, 
corporate  acquirers,  oil 
drillers,  etc. — have  their 
fortunes  disappear. 
-Warren  Buffett 

The  trouble  with  being  poor  is 
that  it  takes  up  all  of  your  time. 
-Willem  de  Kooning 


It's  better  to  have  common 
sense  without  education  than 
to  have  education  without 
common  sense,  though  it's 
best  to  have  both. 
-Anonymous 

If  thou  art  a  man,  admire 
those  who  attempt  great 
things,  even  though  they  fail. 

-Seneca 

If  you  don't  risk  anything, 
you  risk  even  more. 
-Erica  Jong 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37/  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


Money  may  be  the  husk  of 
many  things,  but  not  the 
kernel.  It  brings  you 
food,  but  not  appetite; 
medicine,  but  not  health; 
acquaintances,  but  not 
friends;  servants,  but 
not  faithfulness;  days 
of  joy,  but  not  peace 
or  happiness. 
-Henrik  Ibsen 

Everyone  complains  of  his  memory, 
no  one  of  his  judgment. 

-La  Rochefoucauld 

There  is  nothing  like  the 
dead,  cold  hand  of  the  Past 
to  take  down  our  tumid  ego- 
tism and  lead  us  into  the 
solemn  flow  of  our  race. 
-Oliver  Wendell  Holmes  Sr. 

He  who  laughs  last 
thinks  slowest. 

-Bumper  sticker 

Three  R's  were  goals  in 

schools  of  old 
But  not  for  modern  fry: 

Too  many  cannot  read  or  write, 
Though  they  can  multiply. 

-Art  Buck 

If  you  think  you  did  some- 
thing wrong,  you're  right. 
-Robert  Half 

I  don't  wait  for  moods. 
You  accomplish  nothing 
if  you  do  that.  Your 
mind  must  know  it  has 
got  to  get  down  to  earth. 
-Pearl  Buck 

Only  in  opera  do  people 
die  oflove. 
-Freda  Bright 

I  did  a  picture  in 
England  one  winter, 
and  it  was  so  cold  I 
almost  got  married. 

-Shelley  Winters 
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xld  Color,  Xerox  Corp.,  and  Yankee  Energy  System,  Inc. 

Call  the  Connecticut  Economic  Resource 
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Let's  face  it.  There's  a  little  Pavlov  dog  in  each  of  us.  So  it  should 
come  as  no  real  great  revelation  that  your  furniture  and  office 


space  can  affect  the  way 


coworkers  act  and  interact. 


You  can  bring  people  together 


as  teams  instead  of  keeping 


apart.  Or  isolate  them  for  intense,  though  ful  work.  Encourage  the 


sharing  of  ideas  between  disciplines  and  departments.  Create  an 
environment  so  flexible  that  meetings  can  happen  anywhere, 
even  hallways.  In  short,  build  smarter  workplaces  that 
are  more  productive  and  more  profitable.  And  no 


one  knows  how  to  do  it  better  than  Steelcase  and  its 


dealers.  Visit  our  Web  site,  http://www.steelcase.com. 


Or  for  additional  information,  you  can  just 


give  us  a  call  toll-free  at 


1-800-777-0330,  ext.  201.    A  smarter  way  to  work". 
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UNLIMITED  PARTNERSHIP 


KEIKO  BERARD  FROM  BOEING  with  RANDY  CHAMBERS  FROM  ARAMARK. 


ARAMARK  RECOMMENDED 

A     PLAN     TO     USE     THEIR     UNIFORM  SERVICES 

A  WHOLE  LOT  LESS. 


[Here  at  Boeing  we're  always  trying  to  find  ways  to  improve.  You  might  say  it's  part  of  the  culture  around  here." 
Keiko  Berard  of  Boeing.  "Well,  ARAMARK  came  in  with  a  spirit  very  much  like  our  own.  They  spent  quite  a  bit  of  time 
hiking  to  employees  about  their  uniforms.  And  the  solution  we  uncovered  together,  using  fewer  uniforms,  was  right  on 
larget.  They  are  now  handed  out  as  they  are  needed.  Simple.  Smarter  than  lockers  full  of  more  uniforms  than  we'd  ever  need. 
\fut  you  know,  I  consider  Randy  and  everyone  at  ARAMARK  to  be  part  of  the  team.  It's  a  relationship  that's  matured 
\'ver  the  years.  And  along  with  our  uniforms,  they  also  handle  our  dining  and  vending  services.  I've  come  to  realize  that 
\hey  take  on  our  goals  and  expectations  as  their  own."  Do  less.  You'll  only  hear  that  at  ARAMARK  after  we've  spent  more 
lime  digging.  More  time  trying  new  ideas.  In  the  case  of  Boeing,  doing  less  was  right  for  Boeing.  And  Keiko  has  proof 
IaRAMARK  reduced  inventory  40%.  Cut  costs  15%.  And  were  embraced  by  our  employees  100%)."  JJ^^ /\J\j\fy\/^R\{ 

If  COURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP  PLEASE  CALL  1  -800-ARAM  ARK.  Managed  Services,  Managed  Better. 
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Jt  took  a  Jong  time  before  you  could  walk. 
Air  France  will  save  you  some  when  you  want  to  fly. 


>^j.       THE  NEW  HUB  AT  CDG2. 
-f1    EASY  COME.  EASY  GO. 


LOS  ANGELES -NICE  IN  12hrs.  45min.* 
NEW  YORK- STUTTGART  JN  9hrs.  OOmin.* 

Your  father  must  have  told  you  often  enough  that  the  best  way  of  walking  is  to 
put  one  foot  in  front  of  the  other.  And  then  backing  up  his  words  with  action,  he 
helped  you  save  time  during  the  slow  learning  process.  What  you  can  rely  on 
oday  for  getting  around  is  Air  France.  Going  one  better  than  Air  Papa,  our  new  Paris  -  Charlts-de-Gaulle  2  hub  transfer  system  gives  you 
lccess  to  a  worldwide  network  of  600  long-distance  and  2,600  medium-haul  flights  every  week.  Save  time  and  earn  miles  too,  while  you  trav- 
el with  our  Frequence  Plus  frequent  flyer  program.  For  information  or  reservations  call  your  travel  professional  or  1-800-AF-PARJS.  Today, 
t  seems  the  best  way  to  travel  faster  and  better  is  to  put  one  foot  after  the  other  and 

;nter  an  Air  France  aircraft,      you  will  always  have  a  reason  to  fly  air  France.  ^^^BBl!  H 


\ir  France  is  a  pinner  in  US  Air  Mileage  and  United  Airlines  Mileage  Win  frequent  liver  programs, 
on  Summer/Fall  (light  schedules  published  by  Air  France  and  Air  Inter  Europe  lor  travel  sia  Paris  Hub  al  CDG2. 
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Katarzyna  Wandycz 


On  Kasia's  mind 

When  she  left  her  native  Poland  in  1986,  Katarzyna  Wandycz 
was  part  of  the  heavy  drain  of  youthful  brainpower  fleeing  the 
dismal  realities  of  socialism.  The  Communist  crackdown  in  1981 
was  the  last  straw.  "After  the  fall  of  Solidarity  and  imposition  of 
martial  law,  I  thought,  that's  it,  things  will  never  change,"  she 
says.  It  took  Kasia  five  years  to  escape. 

After  graduating  in  linguistics  from  the 
University  of  Warsaw,  she  supported  herself 
as  an  interpreter  for  some  of  the  foreign  jour- 
nalists covering  the  Solidarity  movement. 
One  of  them  told  her  about  Columbia  Jour- 
nalism School.  She  applied,  was  accepted  and 
after  graduating  came  to  Forbes  as  a  reporter. 

Poland's  loss,  our  gain.  Kasia,  now  37,  is 
chief  of  reporters  and  edits  two  sections: 
"Staying  Healthy"  and  "On  My  Mind."  The 
latter,  our  newest  feature,  is  a  distillation  of  WkWWWt 
what  chief  executives  think  about  various 
problems  that  go  with  their  job.  When  I  say  distillation,  I  mean 
distillation.  For  the  first  "On  My  Mind"  (Oct.  7)  Kerry  Dolan 
spoke  with  60  people  about  talent  scouting  for  high-tech  work- 
ers, then  packed  the  gist  of  the  interviews  into  a  couple  of  pages. 
In  this  issue  Bernard  Condon  talks  with  bigwigs  who've  been 
there  about  moving  from  a  corporate  giant  to  a  corporate  infant. 
He  did  dozens  of  interviews.  If  you've  ideas  for  questions  we 
should  put  to  top  brass,  E-mail  Kasia  at  mind@forbes.com. 

And  what  does  Kasia  think  now  about  Poland?  "I'm  very 
happy,"  she  says.  "Ten  years  ago  neither  I  nor  my  friends  could 
have  imagined  how  quickly  the  old  system  would  fall  and  democ- 
racy take  its  place."  We're  happy,  too,  Kasia,  but  also  pleased  you 
decided  to  stay  here. 

The  wealth  of  cities 

Suzanne  Oliver  got  the  idea  for  this  issue's  cover  story  during 
a  trip  to  Austin  for  her  Aug.  12  story  on  Evolutionary  Tech- 
nologies. "What  blew  me  away  was  the  change  since  my  last  visit, 
in  1983,"  she  says.  "Workers  were  adding 
lanes  to  crowded  highways,  and  buildings 
were  going  up  in  former  fields.  This  boom 
was  being  driven  by  computers,  not  by  oil. 
Austin  was  producing  new  jobs  at  the 
second-fastest  rate  in  the  nation.  How  did 
this  city — once  just  a  town  of  cowboys  and  a 
university — turn  into  a  high-tech  capital?" 

Why  do  some  cities  boom  while  others — 
as  did  so  many  in  the  once-mighty  industrial 
state  of  New  York — slide  into  seemingly  per- 
manent stagnation?  Oliver  soon  realized  that 
physical  location,  once  the  most  important 
factor,  hardly  matters  today.  She  researched  the  fastest-growing 
cities,  then  spent  weeks  trying  to  find  out  what  they  had  in 
common.  What  is  the  success  ingredient?  How  does  your  home- 
town stack  up?  Turn  to  "It's  the  costs,  stupid."  Page  252. 


Suzanne  Oliver 
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Fidelity  Ultra  Service:  Account® 


Some  asset  management 
accounts  charge  you  $100. 
Year  after  year  after  year. 


Money  you 
could  be 
investing 
instead. 


ransferring  your  assets  to  an  active  Fidelity  Ultra  Service 


Account  does  more  for  you  than  save  an  annual  fee. 


It  organizes  your  finances  for  you.  Puts  virtually  every  kind  of 
investment  right  at  your  fingertips.  Gives  you  unlimited  check- 
writing  and,  for  qualified  investors,  VISA®  Gold  Check  Card 
access.  And  consolidates  all  the  information  you  need  in 
one  easy-to-read  statement. 


Year  after  year  after  year. 


ACCOUNT  COMPARISON 


Annual 
Fee 

Discount 
Commissions 
For  All 
Customers 

Funds 

Available 

Without 

Paying 

Transaction 

Fees 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Investment 

Fidelity 
Ultra 
Service 
1  Account 

YES2 

YES3 

YES 

$!□,□□□ 

|  Merrill 
1  Lynch 
1  CMA* 

NO 

NO 

YES 

$2D,DDO 

1 

Prudential 
Command 
  Account 

NO 

NQ 

NO 

$1D,DDD 

I  SMITH 

il  Barney 

$50 

NO 

ND 

ND 

$1Q,DOD 

y  Dean 

1  WITTER 

$BO 

NO 

ND 

ND 

$ia,aao 

Plus  you  can  buy  and  sell  stocks  and  options  at  up  to  76%  off 
what  full-commission  brokers  charge:  And  when  you  trade 
via  automated  phone  or  computer,  you  save  an  extra  10%. 

Fidelity  already  offers  one  of  the  biggest  selections  of  domestic 
and  international  mutual  funds  you'll  find  anywhere.  But  the 
Ultra  Service  Account  doesn't  limit  you  to  that. 


Through  FundsNetwork®  you  can  choose  from  more  than 
2,000  mutual  funds  from  over  200  different  companies,  with 
over  400  no-load  funds  free  of  any  transaction  fees  to  Fidelity.' 


Open  a  Fidelity  Ultra  Service  Account  today. 


Give  us  a  call. 


It's  time 


Fidelity 
Investments® 


1-800-544-0003       24  hours  a  day  http://www.fid-inv.com 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m. -9  p.m.  ET. 

For  more  complete  information  on  any  Fidelity  fund  or  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'There  may  be  I  lira  Service  Account  fees  for  special  services  or  under  certain  conditions;  please  consult  the  current  fee  schedule.  To  qualify  as  active,  an  account 
must  make  at  least  one  trade  per  year  An  inactive  account  will  be  charged  a  $30  annual  fee.    'Based  on  an  April  1996  survey  of  full-service  brokers  for  equity 
trades.  Minimum  commission:  $.38.  Fees  and  commissions  are  subject  to  change.  Savings  will  vary  based  on  the  size  and  nature  of  trades.    'For  more  information  on 
the  FundsNetwork  program,  call  for  a  free  FundsNetwork  Performance  Director)'.  All  fees  as  described  in  the  fund's  prospectus  still  apply.  Fidelity  Ultra  Service  is  a 
service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC 
2b/13496.001 
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Richfood  Holdings' 
Donald  Bennett 
Dramatic  success 
that's  surpassed 
the  expectations 
of  just  about 
everyone. 


Take  a  bow 

Back  in  1992  Forbes  applauded 
Chief  Executive  Donald  Bennett  for 
rescuing  what  looked  like  a  lost 
cause — Richmond,  Va. -based  Rich- 
food  Holdings.  In  less  than  three 
years  Bennett  converted  the  region- 
al food  wholesaler  from  a  money- 
losing  grocers  co-op  into  a  prof- 
itable $1.1  billion  corporation  (Dec. 
21,  1992). 

Since  then  Bennett  has  exceeded 
expectations — ours  and  The 
Street's.  Thanks  to  a  string  of 
acquisitions — notably  Harrisburg, 
Pa. -based  Super  Rite  Corp.  (sales, 
$1.5  billion)  for  $320  million  last 
October — revenues  have  tripled  to 
$3.3  billion;  earnings  have  nearly 
tripled  to  $37  million  (fiscal  1996 
ended  April).  Richfood  is  now  the 
largest  food  wholesaler  in  the  mid- 
Atlantic  region  and  fourth  largest  in 
the  U.S. 

Bennett,  60,  will  step  down  as 
chief  executive  at  the  beginning  of 
next  year,  to  be  replaced  by  Presi- 
dent John  Stokely,  43.  But  he  will 
stay  active  as  chairman  for  another 
two  years. 

Their  goal:  sales  of  $5.5  billion  by 
the  year  2000.  Meanwhile,  enriched 
investors  are  cheering:  In  the  past  12 
months  the  stock  has  shot  up  54%, 
to  a  recent  24!4  (split-adjusted).  We 
wouldn't  bet  against  them. 


Mad  scientists 

Remember  how  the  federal  govern- 
ment planned  an  overhaul  of  U.S. 
patent  law?  As  part  of  the  General 
Agreement  on  Tariffs  &  Trade 
(gatt),  the  feds  wanted  to  bring  ele- 
ments of  the  U.S.  system  in  line  with 
international  norms.  Example: 
increasing  patent  protection  from  17 
years  from  the  date  a  patent  is  issued 
to  20  years  from  the  date  an  applica- 
tion is  filed.  The  changes  seemed  a 
small  price  to  pay  for  getting  coun- 
tries like  Japan  to  strengthen  their 
intellectual  property  protection 
(Aug.  1,  1994). 

Despite  protests  from  inventors 
who  complained  the  changes  would 
cut  into  their  patent  term,  the  gatt- 
mandated  "harmonization"  was 
instituted  in  June. 

Now  another  patent  bill  is  before 
Congress.  This  one  would  require 
all  patent  applications  to  be 
published  18  months  after  submis- 
sion— another  global  norm.  Cur- 
rently all  U.S.  patent  applications, 
whether  domestic  or  foreign,  from 
companies  or  individuals,  are  kept 
under  wraps  until  the  patents  are 
granted. 

Not  surprisingly,  the  bill  has 
independent  inventors  livid  again. 
They  claim  the  move  would  allow 
foreign  corporations  to  scour  the 
patent  office  and  steal  U.S.  secrets. 
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The  NCR  WorldMark  Servers. 
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As  we  celebrate  the  first 
anniversary  of  NCR  WorldMark 
servers,  we'd  like  to  thank  all  our 
customers  for  their  support. 

Since  we  introduced  NCR  WorldMark™  ^  ( 
servers  12  months  ago,  they've  become 
the  most  successful  product  launch 
in  NCR  history  with  their  unique 
combination  of  scalability  and 
performance. 

Wed  like  to  thank  all  the  customers  world- 
wide who  made  our  first  year  so  successful  by 
choosing  WorldMark  as  their  platform  for 
everything  from  data  marts  and  LANs  to  data 
warehousing  and  high-availability  OLTP 

To  get  more  information  on  our  highly 
scalable  WorldMark  servers,  call  1  800-CALL  NCR, 
ext.  3000.  Or  visit  us  on  die  web  at  wwwncrcom. 


G£)NCR 
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I  WorldMark  servers 


shown  feature  Intel  Pentium  processors  The  Intel  Inside  and  Pentium  Processor  logos  are  reg.stered  trademarks  of  Intel  Corp.  WorldMark  is  a  trademark  of  NCR  Corp.  ©1996  NCR  Corporate  All  righl;  reserved. 


Ve're  making 

leadlines 

n  98  countries. 


Teleservice  gave  MAN-Roland 
a  valuable  competitive  edge. 
Along  with  other  innovative 
technologies  and  solutions,  it's 
enhancing  Deutsche  Telekom's 
reputation  in  a  market  with 
great  international  potential: 
telecommunications. 


The  probability  that  one  of  the 
world's  leading  newspapers 
was  printed  on  a  MAN-Roland 
printing  press  is  high. 
Our  Teleservice  helps  ensure 
these  presses  keep  rolling  - 
around  the  clock  and  around 
the  world. 


"Teleservice."  "Telemainte- 
nance."  They're  terms  heard 
with  increasing  frequency  in 
customer-service  businesses. 
When  one  of  them,  MAN-Roland, 
needed  a  way  to  keep  their 
presses  rolling  in  98  different 
countries,  they  turned  to  a  com- 
pany with  a  global  perspective: 
Deutsche  Telekom. 

International  Remote  Main- 
tenance: a  made-to-order 
solution. 

We  developed  a  system  directly 
linking  MAN-Roland  presses 
around  the  world  with  the 
Service  Center  in  Germany  - 
through  ISDN  and  international 
telecom  networks.  As  a  result, 
technicians  can  now  monitor 
the  presses  on  screen,  influence 
the  machines'  software  on-line 
and  deal  with  malfunctions  from 
thousands  of  miles  away. 

Best  of  all,  technicians  can 
service  their  presses  in  a  matter 
of  hours,  sometimes  even 
minutes.  Instead  of  traveling 
halfway  around  the  world, 
as  they  were  accustomed  to. 


Global  challenges  require 
global  companies. 

International  companies  needing 
custom-made  communication  so- 
lutions find  Deutsche  Telekom's 
T-Net  an  excellent  resource. 
T-Net  offers  information  super- 
highways with  the  most  ISDN 
networks,  as  well  as  an  optical 
fiber  network  with  the  world's 
broadest  coverage. 

We're  also  building  global 
network  infrastructures  -  from 
undersea  cables,  to  permanent 
circuit  connectors,  to  satellites. 
What's  more,  because  of  our 
global  partnership  with  France 
Telecom  and  Sprint  USA,  we 
can  provide  solutions  anywhere 
our  customers  need  them. 

Profit  from  our  experience. 

Deutsche  Telekom  is  Europe's 
No.  1  telecommunications 
company.  We're  the  world's 
No.  3  network  operator.  We've 
spent  $90  billion  building 
state-of-the-art  infrastructures 
since  1990,  which  makes  us 
the  world's  biggest  investor. 
We're  in  multimedia,  on-line 
services,  as  well  as  intelligent 
networks  and  service. 

If  you'd  like  to  know  more 
about  Deutsche  Telekom, 
contact  us  by  fax  at 
++49  431 16  93  225. 
Or  visit  our  Web  site  at 
http://www.dtag.de. 


Deutsche 
Telekom 
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Vanity?  Hardly.  More  a  choice 
between  anonymity  and  relationship. 

On  our  part,  something  we  learned 
serving  families  for  as  many  as  five 
generations.  For  you,  an  intangible  comfort 
when  you  leave  home  for  a  distant  shore. 

The  Cloister.  Sea  Island.  Mobil  Five-Star 
accommodations  with  spontaneous  warmth 
World  class  golf.  Wonderful  dining.  Yes,  five 
miles  of  private  beach,  tennis,  spa,  skeet 
and  horseback  outings,  too. 


(on  conic!  go  'c'Jiywhbi:'^. 
Bui  you  nfB  ur:iciu%Jy  wzitomb  hbiz 

'J'fJ  i'.Xl'c'.h'J'zi  ll  '/i5JC  0-f  iTiCIUi.fi  ill 


Reserve  now  for  Bridge  festivals,  upcoming 
Spa  programs,  Food/Wine  Classic  XIII,  Financial  Seminai 
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NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convirt 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
heip  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  ★Pinhole  Lens 
TV-Cameras  ★Color  TV-Cameras  ★Dome  TV-Cameras  ★Smoke 
Detector  TV-Cameras  ★Clock  TV-Cameras  ★Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ★Multiplexers  ★Monitors  ★Camera  Switchers 

★Pan-Tilts  ★Phone-Line  Video  Transmission  and  Reception  Systems 
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AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (212)-983-1654  

1-800-396-CCTV 


Nonsense,  says  Bruce  Lehman, 
the  U.S.  commissioner  of  patents 
and  trademarks:  "In  fact  .  .  .  [pub- 
lishing an  application]  is  notice  to 
the  world:  'Don't  tread  on  me.'  " 

Lehman's  got  a  point.  And  since 
nearly  half  the  applications  for  U.S. 
patents  come  from  foreign  compa- 
nies, the  new  disclosure  provision 
will  give  U.S.  firms  a  better  fix  on 
what  the  overseas  competition  has 
been  up  to. 

-Peter  Spiegel 


Going  bad 


Would  big-fridge-loving  Ameri- 
cans really  want  to  buy  that  ultra- 
heat-treated  ( uht)  milk — the  kind 
that  comes  in  aseptic  boxes  and  can 
sit  on  the  shelf  for  five  to  six 
months?  We  didn't  think  so,  even 
when  Italian  milkmaker  Parmalat 
said  it  was  spending  a  hefty  $50 
million  over  four  years  to  promote 
the  stuff  here  (Aug.  29,  1994). 

Results  so 
far?  Pretty 
tepid.  All  the 
rage  in  Europe 
and  Latin 
America, 
boxed  shelf- 
stable  milk  has 
yet  to  catch  on 
with  U.S.  con- 
sumers. Par- 
malat's  sales 
here  last  year 
were  just 
$128  mil- 
lion— only 
about  one-half 
of  1%  of  the  $22 
billion  U.S.  milk 
market. 

A  spokesman  for 
Parmalat  says  that 
during  hurricanes  and 
blizzards  Parmalat  flies  off  the  store 
shelves.  Parmalat  has  also  sold  well 
in  Florida,  where  there  is  a  high 
concentration  of  Latin  American 
immigrants. 

The  challenge  is  to  make  boxed 
milk  appealing  to  a  broader 
consumer  base.  Now  Parmalat  plans 
to  launch  a  line  of  UHT  milk  in  more 
familiar  glass  bottles  this  fall. 
Lots  of  luck. 

-Christine  Foster  ■ 
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Your  favorite  activity  just  might  not 
be  watching  market  activity. 


Portfolio 
Advisory 
Serviced 


Life  is  short,  so  you  want  to  spend  it  doing  what  you  love.  But  in  the 
meantime,  someone  needs  to  be  making  the  important  long-term, 
decisions  about  your  investments. 

Now  you  can  let  the  investment  professionals  at  Fidelity 
Portfolio  Advisory  Services  (PAS)  actively  manage  your  account  of 
$200,000  or  more  for  the  long-term.  PAS  diversifies  your  assets 
among  Fidelity  mutual  funds  using  a  tailored  strategy  designed  to 
meet  your  long-term  goals.  You  get  personal  service  from  your 
account  executive  and  sales  loads  are  waived.*  All  this  for  a  low 
annual  advisory  fee  of  1%  or  less. 


Call  Portfolio  Advisory  Services,  weekdays,  9:00  a.m.  to  8:00  p.m. 
Eastern  time  at  1-800-544-3455.  ll\<  time. 


Fidelity 
Investments 


'Underlying  fund  expenses  will  apply.  Fidelity  Portfolio  Advisory  Services  is  a  service  of  Strategic  Advisers, 
Inc.,  a  registered  investment  adviser  and  a  Fidelity  Investments  company.  Fidelity  Distributor:  Corporation. 
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WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATARZYNA  WANDYC2 

Pulling  a  Mandl 

By  Bernard  Condon 

Alex  Mandl  leaves  the  number  two  job  at  AT&T  to  take  over  a  startup.  More  and  more  exec- 
utives are  leaving  behind  the  certainty  and  fat  pension  of  a  big  company  for  the  challenges 
and  chance  at  wealth  offered  by  startups.  What's  it  like  to  take  such  a  giant  jump  into  cold 
water?  "Unless  you  thrive  on  chaos,  a  small  company  can  be  tough,"  says  Henry  Carabelli. 
He  should  know.  Carabelli  left  the  comfort  of  Ameritech  to  become  a  vice  president 
at  ICG  Communications,  a  telephone  startup.  What's  it  like  on  the  other  side?  We 
asked  some  people  who've  been  on  both  sides. 


James  Barks  dale 

From  chief  executive  of  AT&T's  McCaw  Cellular 
to  chief  executive  of  Netscape  Communications 


"A  lot  of  people  look  at  small  companies 
and  startups  and  say,  'Oh,  this  is  easy  and 
nice.'  But  most  of  them  fail.  Remember 
when  Ross  Perot  left  IBM?  Man,  more  guys 
left  IBM  than  you  can  shake  a  stick  at.  But 
you  can't  name  two  of  them  that 
succeeded. 

"IBM  was  a  great  shelter.  A  lot  of  those 
startups  were  big  failures  because  those  IBM 
guys  weren't  willing  to  get  rid  of  the  trap- 
pings. I  learned  from  that  that  you  have  to 
ivoid  the  trappings.  I  buy  my  own  lunch. 
It's  sort  of  a  discipline. 

"What's  important  to  you?  Is  it  the 
big  office,  a  lot  of  people  bowing  and 
scraping?  The  siren  call  of  trappings  is  a 
way  big  companies  keep  people.  But 
it's  a  false  God." 
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Jane  Kaufman 

From  chief  of  strategy  at 
Nynex  to  president  of 
Wave  Systems 


"In  a  small  company 
there  are  few  mecha- 
nisms for  resolving  con 
flicts.  You  can't  hire  McKinsey 
or  have  a  team  of  financial  experts 
study  different  strategies.  At  Wave  Sys 
terns  I  had  a  series  of  battles  with  the  » 
founder's  son.  He  didn't  think  I  was  "You 
allocating  enough  resources  to  con- 


businesses.  The  founder  backed  his  son,  and 
the  board  pushed  me  out  last  May.  The  son  is 
now  president. 

"In  small  companies  you  have  to  make  sure 
that  you  get  a  clear  vision  of  the  company 
from  the  founder.  And  that  you  agree." 


Philip  Knisely 

From  president  of  a  division  of  Emerson  Electric 
to  chief  executive  of  amf  Bowling 

"You  have  to  ask  yourself:  Do  I  like  to  teach? 
Things  you  take  for  granted  at  big  companies 
require  constant  reminder  at  smaller  ones. 

"At  AMF  it  seemed  like  I  was  up  at  the 
chalkboard  explaining  things  all  the  time.  I'd 
say,  'Well,  how  does  our  cost  position  in  this 
new  design  stack  up  against  the  counterpart 
product  at  Brunswick?'  They'd  kind  of  look  at 
me  like,  'Why  are  you  bothering  to  ask?'  So 
I'd  go  into  the  philosophy  that  the  guy  with 
the  best  costs  over  time  is  going  to  win  and 
has  the  margins  to  spend  on  advertising.  I 
must  have  given  that  speech  20  times. 

"It's  like  the  difference  between  playing  for 
the  San  Francisco  49ers  and  the  Tampa  Bay 
Buccaneers.  You  assume  that  the  people 
around  you  speak  the  same  language.  They 
don't.  You  have  to  build  disciples." 


Curtis  Wozniak 

From  senior  financial  analyst  at  General  Motors 
to,  eventually,  chief  executive  of  Electroglas 


sumers,  a  project  that  would  take 
18  months  to  get  money  from.  I 
wanted  to  focus  on  selling  to 
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have  to  get  used  to  moving  the  deci- 
mal points  over  a  few  places.  At  GM 
I  was  involved  in  billion-dollar 
analysis  of  new  plants.  Now  I  have 
to  sign  off  on  things  like  a  trade 
show  booth.  For  us 
»  it's  a  big  deal. 

"Every  thousand  dollars 
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She  turned 

a  rusted  hulk  into  a  mint  MGA. 

>he  turned  auto  restoration  into  a  family  business.  She  turns  to  her  |  New  England] 
epresentative  to  insure  her  livelihood  as  well  as  her  life. 


expertise,  as  well  as  our  financial  strength.  But  they  become  even  more  interested  in  us  when  they  realize  we  can 
Iso  protect  the  things  that  make  their  lives  run  in  the  first  place,  like  their  businesses.  We've  been  providing 
xceptional  insurance  and  financial  advice  for  more  than  160  years.  Our  goal  is  to  help  you  every  step  of  the  way. 
which  is  a  difference  you  can  appreciate  no  matter  what  road  of  life  you  take. 

Planning  for  your  success. 

Dl  The  New  England 
Insurance  and  Investment 

A  MetLife  Affiliate 


w  England  Life  Insurance  Co.,  Boston,  MA.  Securities  products  offered  through  New  England  Securities  Corp.,  Boston,  MA. 


Execs  are  restless... 


Until  I  find 
something  better 


and  looking  around      Large  to  small 

%  of  new  CEOs  who  jumped. 


ideal  company? 
Your  present 
employer? 


No  response 
Less  than  6  months 
7-12  months 


40% 


20% 

3  J 


Despite  the 
complaints  we 
uncovered, 
more  and  more 
big  company 
executives  are 
making  the  move 
to  become  chief 
executives  at 
small  companies. 


Ideal  Present 


1992 


1996 


Based  on  a  survey  of  1,885  senior  executives  in  July  1995. 


Source:  Paul  Ray  Berndtson  and  Cornell  University.       Sources:  Heidrick  &  Struggles;  Spencer  Stuart. 


iCYou  have  to 
love  to  build. 
It  can't  be 
something 
that's  just 
intellectually 
interesting." 

David  Sculley 

From  senior 
vice  president 
at  Heinz  to 
founding  partner 
in  a  startup 
buyout  firm, 
Blackburn  Group 


means  something.  I  had  to  make  a  decision 
whether  I  should  lease  a  copier  the  other  day. 
Can  we  afford  to  do  it?  Should  we  do  it  right 
now?  You  should  ask  yourself:  Am  I  willing  to 
sit  down  and  decide  on  a  copier?" 


Robert  Serenbetz 

From  president  of  a  division  at  Warner-Lambert 
to  chief  executive  of  dna  Plant  Technology 

"You  have  to  retrain  yourself  to  become  a 
generalist.  In  a  big  company  a  lot  of  man- 
agers make  presentations  at  board  meetings, 
but  at  small  companies  everyone's  looking  to 
the  chief  executive. 

"At  dna,  right  after  I  arrived,  we  had  made 
an  acquisition  of  a  business  that  sold  fresh 
produce.  We  had  to  be  watching  the  cash 
continually.  As  a  corporate  officer  at  Warner- 
Lambert  [500  times  bigger  than  dna]  I  spent 
an  incredible  amount  of  time  on  the  income 
statement.  I  understood  it  seven  ways  to 
Sunday.  Suddenly  at  DNA  I  was  focusing  on 
the  balance  sheet.  I  had  to  sit  down  with  my 
chief  financial  officer  and  ask  him  to  give  me 
Balance  Sheet  101  again.  It  had  been  a  long 
time  since  I  studied  it. 

"Within  12  months  I  had  us  switch  money 
managers  and  put  money  in  another  bank  to 
get  higher  rates  of  return.  At  Warner-Lam- 
bert there  was  always  someone  else  doing 
that.  I  never  had  to  worry  where  I  would 
get  cash  or  where  interest  rates  were,  but 
[at  smaller  companies]  you  have  to  do 
both." 


J.  Bruce  Harreld 

From  chief  information  officer  at  Kraft  General 
Foods  to  president  of  Boston  Chicken 

to  chief  of  strategy  at  IBM 

"Early  on  at  Boston  Chicken,  which  then  had 
$20  million  in  sales,  we  did  the  tasting,  the 
packaging,  the  branding.  At  Kraft  I  used  to 


just  pick  up  the  phone  and  say,  'I  would  like 
a  cutting  of  our  product  versus  our  competi- 
tor's tomorrow  afternoon.'  And  it  would  be 
done.  At  Boston  Chicken  there  was  no  one 
at  the  end  of  the  phone. 

"Later  we  got  more  scientific.  We  put  up  a 
sign  and  asked  people  who  were  passing  by 
our  Naperville,  111.  headquarters  to  come  in. 
We  gave  them  free  meals  and  asked  them 
what  they  thought. 

"At  smaller  companies  you  have  to  make  a 
tradeoff:  How  much  do  you  slow  down  to 
build,  and  how  much  do  you  cut  corners  to 
get  to  the  market  as  quickly  as  you  can?" 


Henry  Carabelli 

From  general  manager  at  Ameritech  to  executive 
vice  president  at  ICG  Communications 

"At  ICG  [a  local  telephone  company  based  in 
Denver]  we  examine  all  our  service  orders  to 
make  sure  that  we're  keeping  our  promises 
to  customers.  I  found  we  weren't  separating 
out  calls  that  were  late  because  of  us  from 
those  postponed  by  the  customer.  I  changed 
that.  We  also  had  to  create  a  process  so  that 
when  a  data  circuit  goes  down,  workers  are 
notified  right  away.  We  improved  upon  that 
system  just  yesterday,  in  24  hours.  The  good 
thing  at  a  small  company  is  that  these  things 
happen  quickly.  But  you  have  to  create 
them." 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 

Tell  us  about  it  at:  mind@forbes.com. 
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CHICAGO 


4  languages,  multiple  networks,  an  endless  stream  of 
documents  and  one  GP30F  to  manage  the  whole  operation. 


NetWare 
Tested  and 


GP30F  Digital  Imaging  System. 

multiple  environments 
with  one  integrated 
document  management  system:  The 
GP30F  Total  Document  Management 
System  from  Canon. 

The  GP30F  is  built  around  open  industry 
standards,  and  it  connects  directly  to 
numerous  network  environments.  So  no 
matter  how  many  different  environments 
you're  working  with,  anyone  on  any  network 
can  print,  fax,  scan  and  copy  more 
productively,  all  through  the  same 
digital  system.  The  GP30F  also 
speaks  your  printing  language,  whether 
you're  using  PCL,  PostScript,  AFPDS,  SCS 
or  all  of  the  above. 

So  with  the  GP30F,  you  don't  have  to 
change  your  whole  environment  to  make 
your  document  processing  more  efficient. 
^         And  you  don't  have  to 
Jffijggg  sacrifice  the  present 

Adobe  PostScript  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integrated 
solution  to  document  management,  the 
GP30F  is  one  system  that  can 
manage  the  job  perfectly. 
For   more   information,  call 


MM 


1  -800-OK-CANON  anytime,  or  visit  us  at 
http://www.usa.canon.com  on  the  web. 

Canon 


Customer  is  responsible  for  determining  compatibility  with  their 
systems  and  applications.  Optional  equipment  required.  Novell  and 
Netware  are  registered  trademarks  of  Novell.  Inc.  TRIL  qualified  Token 
Ring  products  are  certified  for  physical  interoperability  in  multi-vendor 
environments.  PostScript  is  a  trademark  of  Adobe  Systems,  Inc., 
registered  in  the  U.S.  and  other  countries.  AS/400  is  a  registered 
trademark  of  International  Business  Machines  Corporation. 
©  1996  Canon  U.S.A..  Inc. 


readers@forbes.com 


Reduce  Risk 
Every  Step  Of  The  Way. 


U.S.  Treasury  Laddered 
Maturities  Series 


By  investing  in  U.S.  Treasury 
securities  with  staggered  maturity 
dates,  this  fund  creates  an  "invest- 
ment ladder"  that  reduces  the 
impact  of  interest  rate  fluctuations. 
The  "ladder"  also  helps  step  up 
your  return  over  short-term  T-bills. 

Along  with  a  predetermined 
portfolio  and  maturity  date,  the 
fund  offers  you: 

•  A  higher  overall  yield  than 
CDs  and  money  market  funds"" 

•  AAA-rated  bonds 

•  State  tax-exempt  monthly 
income  and  annual  principal 
payments 

•  Principal  and  interest  of  the 
treasuries  are  backed  by  the 
full  faith  and  credit  of  the 
U.S.  Government 

•  Maturities  of  1  -5  or  6- 1 0  years 

Call  Defined  Asset  Funds  today  for 
our  free  U.S.  Treasury  Guide  which 

describes  in  greater  detail  how 
laddered  U.S.  Treasury  investments 
can  help  you  reduce  risk. 

1-800-562-2926  ext.  725 


Buy  With  Knowledge. 


E 


efined  Asset  Funds5 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

'Unlike  CDs  and  money  market  funds, 
value  fluctuates  and  the  fund  is  not  insured. 
A  free  prospectus  containing  more  complete 
information  on  any  U.S.  Treasury  Laddered 
Maturities  Series,  including  all  charges  and 
expenses,  is  available  from  any  of  the  above 
sponsors.  Read  the  prospectus  carefully 
before  investing.  Minimum  invei 

5  1,000  ($250  for  an  IRA). 

6  1996  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


Perks,  PACs  and  pork 

Sir:  Re  "Reflections  on  term  limits" 
(Observations,  Sept.  23).  Dr. 
SowelPs  plan  would  bring  amateur 
statesmen  into  our  government, 
after  the  tradition  of  our  founding 
fathers.  They  would  be  far  better 
than  our  present  pride  of  profession- 
al politicians  who  prostitute  them- 
selves for  perks,  PACs  and  pork. 
-George  Carnahan 
Dubuque,  Iowa 

Sir:  The  stultifying  assortment  of 
issues  on  which  any  member  of 
Congress  will  be  expected  to  make 
informed  and  thoughtful  votes  could 
be  an  indication  that  Congress  is 
sticking  its  nose  into  issues  far  too 
picayune  to  be  on  the  national  agen- 
da. Freeing  up  Congress  from  issues 
best  left  to  the  states  would  not  only 
give  elected  officials  more  time  to 
consider  vital  issues,  it  would  also 
give  us  constituents  a  fighting 
chance  to  understand  a  fraction  of 
what  goes  on  inside  the  Beltway. 
-Craig  M.  Bartscht 
Fort  Wayne,  Ind. 


Not  even  for  the  birds 

Sir:  Re  "Denial  in  Battle  Creek" 
(Oct.  7).  Those  millions  of  con- 
sumers who  have  decided  that  pri- 
vate-brand cereals  taste  as  good  and 
cost  less  have  not  tried  Kroger's 
Nutty  Nuggets,  which  pose  as  the 
old-time  Grape  Nuts.  Yuck.  After 
one  serving,  my  bargain  Nutty 
Nuggets  went  out  to  feed  the  birds 
who,  not  being  impressed  with  the 
savings,  chose  not  to  eat  them  either. 
-J.  Magyar 
Green  castle,  Ind. 


Kiehl's  Since  1851's  Manhattan  store 
Mixing  skin  care  and  road  machines. 

Lipstick,  or  a  Harley? 

Sir:  Re  "A  company  with  attitude" 
(Oct.  7).  A  friend  took  me  to  Kiehl's 
a  few  years  ago  to  see  the  von 
Heideggers'  collection  of  old 
Harley-Davidsons  and  Indians, 
which  literally  fills  the  sales  floor. 
You  have  to  walk  around  and 
through  big  bikes  to  navigate  the 
place.  Meanwhile,  little  guys  in  white 
coats  sell  cosmetics  behind  the 
counter.  If  Kiehl's  isn't  the  most 
bizarre  retail  establishment  on  earth, 
it's  certainly  in  the  running. 
-Jonathan  J.  Ward 
Bojjart,  Ga. 

Get  tough  on  energy 

Sir:  Re  "New  policy  needed"  (Fact 
and  Comment,  Sept.  23).  We  need  a 
tough  energy  policy  to  disengage  our- 
selves before  what  is  left  of  our  sover- 
eignty is  gone.  It  should  have  as  its 
cornerstone  conservation,  using  our 
best  new  technology  to  do  the  same 
with  less  energy.  We  should  internal- 
ize the  cost  of  doing  business  in  the 
Middle  East;  die  cost  of  a  gallon  of 
gasoline  ought  to  reflect  the  $60  bil- 
lion in  military  expenditures  required 
to  safeguard  that  commodity. 
-Joel  N.  Gordes 
Riverton,  Conn. 

The  stork  syndrome 

Sir:  Re  "To  whom  do  our  schools 
belong?"  (Sept.  23).  You  quoted  the 
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local  union  president,  Verleeta 
Wooten,  as  saying  "We  maintain  all 
the  teachers  are  excellent."  It  is  just 
this  sort  of  head-in-the-sand  arro- 
gance that  landed  us  in  the  situation 
we  are  in  today — an  educational 
bureaucracy  driven  by  bureaucrats 
and  union  management  instead  of  by 
the  needs  of  the  children. 
-Steve  Feld 
Philadelphia,  Pa. 

If  you  like  red  tape... 

Sir:  In  "Good  schools,  good  busi- 
ness" 9)  you  highlight  the  fis- 
cal benefits  of  satellite  schools  for 
employers,  and  just  about  everyone 
else  in  the  community  benefits,  too. 
So  why  aren't  there  more  satellite 
schools?  The  main  reason:  No  per- 
sonnel available  to  work  between 
companies  and  school  systems  and  to 
deal  with  red  tape  and  bureaucracy 
-Mary  Anne  Ward 
Orlando,  Via. 

CEO  Greenspan? 

Sir:  Re  "Our  underachieving  econo- 
my" (Oct.  7).  The  chart  that  illus- 
trated the  converging  paths  of  total 
federal  spending  and  total  federal 
receipts  interested  us  most.  Alan 
Greenspan's  policies  can  be  best 
described  as  running  the  govern- 
ment like  a  business.  Clearly,  he 
understands  that  the  best  way  to  eat 
into  the  largest  component  of  the 
federal  deficit — interest  expense — is 
to  have  the  strongest  combination 
possible  of  fiscal  responsibility  and 
noninflationary  growth. 
-Mike  Farrell 
Weehawken,  N.J. 

Firing  up  progress 

Sir:  Re  "Tinderbox"  (Sept.  9). 
Economically,  Ukraine  has  indeed 
struggled  to  live  up  to  its  enormous 
potential,  but  there  has  been  sub- 
stantial progress  in  the  last  two  years. 
Kiev  is  a  city  on  the  rise,  with  an 
increasingly  vibrant  retail  trade.  The 
pro-Western  President  Kuchma  has 
taken  significant  steps  to  create  a 
probusiness  climate  and  to  establish 
a  legal  framework  to  protect  invest- 
ments and  private  property,  and 
foreign  investors  are  beginning  to 
move  in. 

-Brent  RW.  Burgess 
Raleigh,  N.C. 
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The  Olympus  of 

Business 


OLYMPUS 


©1996  BankAmerica  Corporation 


Asset-Based  Financing 
For  A  Major  Food  Company 


(  We're  Experts  On  Nutritional  Value) 

The  package:  a  revolving  credit  line  based  on  inventory,  a  term  loan  tied  to  equipment 
assets  and  a  private  placement  secured  by  equity  in  a  foreign  subsidiary.  In  all,  a  deal  worth 
nearly  $600  million.  For  a  client  looking  to  recapitalize,  this  proved  to  be  very  fruitful. 


Bank  c   • ; ,rnerica 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  relationship  management, 
leasing,  and  asset-based  financing. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


WHAT 

Bill  Clinton  has  proclaimed  that  the  era  of  big  govern- 
ment is  over.  But  you'd  never  know  it  from  the  volumi- 
nous, petty  regulations  still  streaming  out  of  Washington. 

Earlier  this  year  Henry  Cisneros,  Secretary  of  the 
Department  of  Housing  &  Urban  Development,  issued 
rules  concerning  the  ownership  of  pets  by  the  elderly 
and  disabled  in  public  housing.  Included  was  a  section 
on  how  many  times  a  week  pet  owners  might  be 


WASTE 

required  to  change  their  kitty  litter: 
"Section  5.350;  (2)  In  the  case  of  cats  and  other  pets 
using  litter  boxes,  the  pet  rules  may  require  the  pet  owner 
to  change  the  litter  (but  not  more  than  twice  each  week), 
may  require  pet  owners  to  separate  pet  waste  from  litter 
(but  not  more  than  once  each  day),  and  may  prescribe 
methods  for  the  disposal  of  pet  waste  and  used  litter." 
Any  self-respecting  cat  knows  what  to  do  with  this. 


TIME  TO  CHART  A  COURSE— AND  HAVE  IT  MANAGED  BY  ADULTS 


Our  next  President  must  stop  the  drift  in  American  for- 
eign policy.  The  U.S.'  position  is  unique;  never  before  has 
there  been  such  a  dominant  power — Rome  and  other  leg- 
endary powers  were  regional.  But  this  benign  state  of 
affairs  won't  last  if  we  continue  our  current  incoherence. 

There  are  many  trouble  spots  where 
U.S.  diplomacy  is  ineffective  or  absent. 

■  Japan  and  China.  An  ugly  con- 
frontation is  brewing  between  these 
two  ancient  enemies  over  the 
Senkaku  Islands.  China's  name  for 
them  is  Diaoyu.  Both  states  claim 
these  supposedly  oil-rich  pieces  of 
real  estate  and  their  watery  environs. 
Japan  has  sent  in  ships,  aggressively 
chasing  away  Chinese  vessels.  Re- 
markably, the  dispute  has  united  the 
Chinese  on  the  Mainland  and  in 
Taiwan  and  Hong  Kong.  Why  isn't 

the  U.S.  doing  anything  to  diffuse  this  growing  feud? 

■  The  Middle  East.  Since  the  defeat  of  Shimon  Peres, 
the  Clinton  Administration  hasn't  had  a  clue  as  to  what  to 
do.  Meanwhile,  Palestinian  riots  have  resulted  in  blood- 
shed, and  a  pro-American  Egyptian  government  is  dis- 
tancing itself  from  us  in  fear  of  Islamic  fundamentalists. 

■  Bosnia.  The  Dayton  agreement  is  a  failure.  As  soon 
as  our  troops  are  withdrawn,  as  they  will  be  some  day,  this 
horrible,  genocidal  conflict  will  erupt  again.  Despite  our 
ostensible  commitment  to  a  multiethnic  Bosnia,  this 
unhappy,  blood-soaked  land  is  quickly  dividing  into 
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Serbian,  Croatian  and  Muslim  zones.  While  we  still  have 
influence,  we  might  as  well  effect  a  partition  and  try  to 
create  a  Muslim  state  with  defensible  borders  and  credible 
armed  forces;  otherwise,  Serbia  and  Croatia  will  carve  up 
Bosnia  the  way  Germany  and  Russia  used  to  do  to  Poland. 

■  Libya.  Muammar  Qaddafi  cheer- 
fully continues  to  build  facilities  for 
producing  deadly  biological  and  chem- 
ical weapons.  When  will  the  U.S.  face 
up  to  the  fact  that  we  must  take  out 
these  plants  with  missiles  and  bombs? 

■  North  Korea.  Clinton  is  still 
whistling  past  the  graveyard  concern- 
ing this  situation.  This  desperate, 
heavily  armed  dictatorship  may  well 
make  a  what-is-there-to-lose?  lunge 
at  South  Korea.  Our  acceptance  of 
the  North's  nuclear  weapons  pro- 
gram set  an  awful  precedent. 

■  Iraq.  The  White  House  has  no  policy  for  this  part  of  the 
world.  We've  ignored  neighboring  NATO  ally  Turkey, 
which  has  become  increasingly  anti -American.  We  averted 
our  eyes  when  Iran  intervened  in  northern  Iraq,  where  we 
were  guaranteeing  a  safe  zone  for  the  Kurds.  This  allowed 
Saddam  Hussein  to  reestablish  his  authority  in  the  area. 

■  Iran.  We  have  made  no  credible  effort  to  contain  this 
hostile  regime  that  still  wishes  to  dominate  the  region. 

■  Russia.  Other  than  to  pray  for  Boris  Yeltsin's  health,  we 
have  no  sensible,  substantive  approach  to  this  critical  land 
whose  people  want  to  establish  a  long-term  democracy. 
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HAVING  A  FIRM,  FOCUSED  FOREIGN  POLICY 

means  fostering  an  environment  where  freedom  and     tent  to  vent  their  antipathies  through  anti-American 
democracy  can  sink  roots  in  historically  inhospitable  soil,     soap  operas  and  novels  (as  the  Chinese  are  doing). 
Democracies  are  unlikely  to  go  to  war.  People  are  con-        Rogue  states  must  be  contained.  An  up-to-date  mili- 
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tary  c«  >f  performing  its  missions  is  a  necessity,  with 

missiles  a  key  element.  Upgrading  the  Navy's  Aegis  proj- 
<  us  a  mobile  missile  shield  at  relatively  low 
Id  protect  us  if  some  lunatic  were  to  fire  a 
•logical  or  chemical  warhead  at  our  shores. 
But  Clinton  keeps  us  vulnerable  by  refusing  to  give  the 
upgrade  the  green  light. 

Unless  a  presidential  election  is  looming,  our  armed 
forces  are  given  short  shrift.  The  Tailhook  scandal,  for 
instance,  was  allowed  to  fester  for  over  two  years,. sap- 
ping Naval  esprit  de  corps  and  efficiency. 

Free  trade  is  floundering.  Reducing  trade  barriers  has 
been  a  great  engine  of  global  growth  since  WWII.  But 


Clinton  violated  Nafta's  spirit  by  urging  Mexico  to  deval- 
ue its  peso  in  1994,  prompting  a  depression  in  Mexico 
and  the  subsequent  flow  of  illegal  aliens  into  the  U.S. 
Devaluation  made  it  easier  for  Mexico  to  export  goods  to 
the  U.S.  but  more  difficult  for  us  to  export  to  Mexico. 

Chile,  with  a  democratic,  free-market  economy,  has  seen 
its  expected  admission  to  Nafta  sidetracked.  Washington 
isn't  even  considering  imaginative  initiatives  such  as  free- 
trade  talks  with  Japan  or  Western  Europe.  The  U.S.  is  still 
abdicating  economic  leadership  to  the  International  Mon- 
etary Fund,  the  archenemy  of  tax  cuts  and  the  all-too-suc- 
cessftil  enforcer  of  inflation-inflaming  devaluations.  Unnec- 
essary austerity  does  not  promote  prosperity  and  freedom. 


IT  COULD  HAPPEN  AGAIN 


When  America  turned  toward  isolationism  in  the  1920s 
and  1930s,  we — and  the  world — paid  a  fearful  price. 

Remember  that  after  the  First  World  War  democracy 
reigned  in  much  of  Europe  and  other  areas.  Apart  from  iso- 
lated Bolshevik  Russia  and  Mussolini's  fascist  Italy,  few 
clouds  darkened  the  horizon.  The  early  1920s  saw  the  world 
powers  agree  to  tire  biggest  arms  reduction  in  history.  The 
1925  Locarno  Pact  promised  long-term  peace  between 


France  and  Germany.  And  in  1928  an  international  treaty, 
the  Kellogg- Briand  Pact,  outlawed  war;  for  this,  U.S.  Secre- 
tary of  State  Frank  Kellogg  won  the  Nobel  Peace  Prize. 

But  by  the  end  of  the  decade,  the  U.S.  had  turned  inward 
diplomatically  and  economically,  triggering  a  devastating 
economic  breakdown  in  1929-30  with  the  Smoot-Hawley 
Tariff.  We  were  utterly  unwilling  to  contain  rising  aggres- 
sor states  by  rallying  our  allies.  The  rest  is  bloody  history. 


UNBURDENED  BY  BUREAUCRACY 

Ten  years  ago,  New  York  investment  banker  Peter  scores  are  higher;  75%  of  them  complete  high  school,  vs. 
Flanigan  started  a  program  whose  fabulous  success  18%  to  30%  of  their  public  school  peers;  90%  of  those  who 
demonstrates  that  inner-city  kids  from  tough  backgrounds    graduate  go  on  to  college  compared  with  50%  of  their  peers. 


can  still  get  first-rate  educations. 

The  privately  funded  Student/Spon- 
sor Parmership,  Inc.  provides  nonpub- 
lic school  scholarships  to  troubled  in- 
ner-city high  school  kids.  These  are 
youngsters  with  poor  grades  and  disci- 
plinary problems  who  often  live  in  sin- 
gle-parent households.  Some  1,000  of 
these  at-risk  adolescents  have  benefited 
from  Flanigan's  nonprofit  organization. 

The  results  are  startling,  particularly 
compared  with  those  of  public  high 
schools  in  the  same  area:  S/SP  kids'  test 


A  sound  investment:  Peter  Flanigan  offers 
kids  a  leg  up  on  their  futures. 


Why  do  nonpublic  institutions  do  a 
better  job  than  bureaucracy- burdened 
public  schools?  Parochial  schools  have 
one  goal — educating  their  charges. 
Parochial  school  curriculums  are  meat 
and  potatoes — English,  math,  history, 
languages  and  the  sciences.  No 
trendy,  feel-good  courses.  No  trendy, 
politically  correct  courses.  Discipline 
is  consistently  applied  and  common- 
sensically  strict.  These  adolescents 
seem  to  quietly  treasure  their  schools 
as  safe  havens  in  a  disorderly  world. 


Orde  Wingate:  Irregular  Soldier — by 

(Weidenfeld  &  Nicolson,  distributed  by  Trafalgar  Square 
Publishing,  $45).  Intriguing  biography  of  one  of  the  most 
brilliant,  charismatic  commanders  of  WWII. 
Orde  Wingate,  now  largely  forgotten,  had  a 
genius  for  defying  convention  and  was  loved 
by  those  who  served  under  him  but  was  dis- 
trusted by  army  bureaucracy.  He  did  win  tire 
support  of  influential  political  figures,  includ- 
ing Winston  Churchill,  who  relished  Win- 
gate's  innovative,  get-it-done-fast  strategies. 

Posted  in  Palestine  before  the  war,  Win- 
gate, despite  the  British  Army's  conventional 
wisdom  that  Jews  made  poor  soldiers,  orga- 
nized Jewish  settlers  into  special  crack  forces 
that  daringly,  effectively,  combated  Arab  ter- 
rorism. He  created  the  spirit  of  the  modern 
Israeli  army — initiative,  innovation,  mobility, 


FORGOTTEN  HERO 

Trevor  Royle  surprise.  Although  a  devout  Christian,  Wingate  was  an  ar- 
dent Zionist  in  an  army  whose  officer  corps  was  pro-Arab. 
The  Second  World  War  revived  Wingate's  career.  He  won 
Churchill's  favor  organizing  and  command- 
ing the  Ethiopian  Patriot  Forces,  which,  de- 
fying stereotypes,  smashed  superior  battalion 
forces.  He  became  legendary  in  Burma. 
Again  performing  the  out-of-the-ordinary, 
he  made  British  and  Indian  soldiers  into  jun- 
gle fighters  who  were  more  than  a  match  for 
the  vaunted,  then- undefeated  Japanese. 

Wingate  was  killed  in  an  airplane  crash 
as  his  second  campaign  behind  enemy 
lines  was  getting  under  way;  thus,  he  was 
denied  Lawrence-of- Arabia-like  fame. 
Churchill's  epitaph  for  Wingate  was  on 
target:  "a  man  of  genius  who  might  well 
have  become  also  a  man  of  destiny."  B 


March  1944:  Wingate  (right) 
briefs  aircrew  of  1st  Air  Com- 
mando at  Hailakandi,  India. 
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One  good 
thing  leads 
to  another 


No  matter  which  company  of  The  Principal  Financial  Group® 
you  choose  to  do  business  with,  you'll  find  we  really  know 
the  business. 

For  more  than  a  century,  we've  developed  a  broad 
base  of  financial  expertise  in  investment,  retirement 
and  insurance  products. 

Today,  for  example,  we  provide  administrative 
services  for  more  401  (k)  and  retirement  plans 
than  any  bank,  mutual  fund  or  insurance  company 
in  the  country.*  Other  areas  of  expertise  include  home 
gages,  mutual  funds,  securities,  and  life,  health  and 
disability  insurance. 

Plus,  each  of  our  businesses  is  made  even  stronger  by 
being  part  of  an  organization  that  has  grown  to  $57  billion 
in  managed  assets. 

So  when  you  turn  to  The  Principal,®  you  get  a  leader  in 
financial  services  and  people  dedicated  to  the  product 

expertise  you  need. 
That's  The  Principal  Edge.® 
To  learn  more,  visit  our  home 
page  at  http://www.principal.com 
on  the  Internet.  Or  call 
l-800-986-EDGE(3343). 


Financial 
Group 


401(k) 


Life,  Health,  Dental  and  Disability  Insurance 
HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 


"  CFO  magazine,  April/May  1 995,  Senior  Financial  Executive  Ranking. 
©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392.  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company(The  Principal)  and  its  subsidiaries. 
:ual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC).  Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


In  the  last  four  years  alone, 
over  40  million  people  have 
turned  to  AMD  processors 
to  run  Microsoft  Windows- 
compatible  software.  Powerful 
chips  that  put  a  world  of 
information,  education  and 
fun  at  your  child's  fingertips. 
But  just  as  importantly,  AMD 
chips  are  also  helping  to  make 
computers  more  affordable. 
Because  what  is  more 
priceless  than  your  child's 
imagination?  Visit  our  website 
or  call  1-800-222-9323. 


The  AMD-K5 
processor  offers  powerful 
performance  at  an  affordable 
price  for  home  and  business  PC's. 


AMDZ1 

www.amd.com 


er  Comments 


Horse  Sense 

The  Bond  Vigilantes  are  starting  to 
realize  that  the  economy  can  grow 
without  boosting  inflation.  In  the  past, 
any  time  the  Wild  Bunch  perceived 
that  the  economy  was  growing  too 
rapidly,  they  deputized  themselves  to 
maintain  law  and  order  and  immedi- 
ately pushed  yields  up  in  the  credit 
markets.  Their  occasional  rampages 
contributed  to  the  disinflationary  pro- 
cess by  slowing  nominal  economic 
activity  and  reducing  inflationary  pres- 
sures. So  far  this  year,  the  sheriffs  at  the 
Federal  Reserve  seem  content  to  let 
the  Vigilantes  do  all  the  heavy  lifting 
of  interest  rates  in  die  credit  markets. 
But  now  we  must  convince  the  bond 
posse  that  growth  is  good,  not  bad, 
before  their  mood  turns  ugly  again. 
-Edward  Yardeni,  chief  econo- 
mist &  managing  director, 
Deutsche  Morgan  Grenfell 
North  America,  Barron's 

Cross  Curriculums 

The  two  Founding  Fathers  most 
interested  in  education,  Thomas  Jef- 
ferson and  Benjamin  Franklin,  both 
believed  in  disseminating  schooling 
widely,  but  they  had  distinctly  different 
purposes  in  mind:  in  Franklin's  case, 
training  students  "to  enter  the  World" 
as  economic  actors,  in  Jefferson's, 
teaching  them  "how  to  work  out  their 
greatest  happiness"  as  citizens.  Uni- 
versal public  education  didn't  become 
established  until  the  19th  century, 
when  educators  of  a  Jeffersonian  bent, 
most  notably  Horace  Mann,  learned 
how  to  play  the  Franklin  card — stress- 
ing the  practical  benefits  of  education 
as  a  way  of  persuading  the  public  to 


pay  taxes  for  it.  So  from  the  very  begin- 
ning there  has  been  a  tension  in  public 
education:  educators  are  mostly  Jef- 
fersons  and  the  taxpayers  whose  sup- 
port they  need  are  mostly  Franklins. 
-Nicholas  Lemann, 
New  York  Times  Book  Review 


That  which  angers  men  most  is  to 
be  taxed  above  their  neighbours. 

-Sir  William  Petty,  English 
political  economist  (1623-1687), 
A  Treatise  of  Taxes  arid  Contributions 


Running  Start 


"Let  me  understand  this.  Twenty 
thousand  ordinary  people  are  going  to 
run  26  straight  miles.  Things  do  bub- 
ble up  in  America,"  said  the  British 
visitor.  "When  did  everyone  decide  to 
go  running?  Suddenly,  millions  of 
people,  tens  of  millions  of  people  are 
running,  and  then  the  French  discov- 
er le  jogging,  and  so  does  the  rest  of 
the  world.  Then  the  Americans  decide 
to  stop  smoking.  It's  not  healthy.  The 
Europeans  are  still  smoking,  but  the 
rest  of  the  world  will  soon  start  to  pay 
attention.  Why  does  it  happen  here 
first?  Where  is  the  place  it  starts?" 
-Adam  Smith,  The  Roaring  '80s 

Hard  to  Believe 

Nike  has  decided  that  the  best  way  to 
sell  shoes  is  to  portray  golfer  Tiger 
Woods  as  a  defiant  victim  of  racism.  A 
Nike  ad  [recently]  depicted  a  cocky 
Woods  ticking  off  his  achievements  and 
saying,  "There  are  still  courses  in  the 
United  States  that  I  am  not  allowed  to 
play  because  of  the  color  of  my  skin." 


Nonsense.  Perhaps  in  the  past, 
Woods  was  denied  invitations  to  pri- 
vate clubs.  But  the  ad  claimed  that 
today,  Tiger  Woods — one  of  the 
most  popular  golfers  in  the  world — 
can't  play  where  he  wants.  In  this 
country,  merit  trumps  race.  If  you're 
good  enough,  people  will  buy  what 
you're  selling  no  matter  who  you  are. 

After  all,  the  most  popular  entertain- 
er in  America,  in  terms  of  earnings,  is  a 
black  woman  named  Oprah  Winfrey. 
The  most  popular  sports  figure, 
Michael  Jordan,  is  also  black.  So  is  the 
most  popular  politician,  Colin  Powell. 
-James  K.  Glassman,  New  York  Post 


Pure  Poetry 


"Something  collarless.  I'm  being  guillotined." 


A  liberal  is  a  man  too  broadminded 
to  take  his  own  side  in  a  quarrel. 
-Robert  Frost,  in  The  Portable 
Curmudgeon,  by  Jon  Winokur 

Against  the  Grain 

Once  he  had  been  promoted  captain 
in  1935  Orde  Wingate  also  became 
[his]  brigade's  messing  officer  and 
attended  a  cookery  course  at  Alder- 
shot  which  he  attacked  with  his  usual 
enthusiasm.  Instead  of  giving  the  men 
'chocolate  pudding  and  plum  duff 
and  sausages  and  mash  all  the  year 
round'  he  advocated  cutting  down  on 
meat  and  introducing  more  fresh  fruit 
and  vegetables.  It  was  not  a  popular 
regime;  it  was  not  meant  to  be,  but 
Wingate  rarely  allowed  personal  ap- 
proval to  stand  in  the  way  of  his  own 
thinking  about  military  matters. 
-Trevor  Royle, 
Orde  Wingate:  Irregular  Soldier 

Be  On  Guard 

August  Fiebig,  who  holds  the  patent 
on  Static  Guard  [spray],  couldn't  fig- 
ure out  why  a  growing  number  of 
orders  were  coming  from  funeral  par- 
lors. After  phoning  around,  he 
learned  that  morticians  were  using 
the  spray  to  secure  the  fabric  lining  in 
coffins.  The  sheer  fabric  had  an  eerie 
tendency  to  shift  around  as  mourners 
approached.  "They  wanted  to  stop 
scaring  people,"  he  says. 
-Michael  J.  McCarthy, 
Wall  Street  Journal  H 
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For  A  More  Detailed  Look  At  Our 
route  mar  Iust  Call. 


With  over  90  destinations  around  the  world, 
TWA  can  take  you  just  about  anywhere  you 
want  to  go.  And  whether  you're  headed  across 
the  country  or  across  the  globe,  we'll  make  sure 
your  flight's  a  pleasant  one.  For  reservation 
information,  call  your  travel  agent  or  TWA 
directly  at  1-800-221-2000.  Or  if  you  prefer, 
reach  us  on  the  internet  at  http://www.twa.com. 


United  States 


Europe 


Mexico 


trans  World  airlines 
We're  Up  To  Something  Good 


Middle  East 


Canada 


Caribbean 


'THE  BIG  BANG" 
Astronomers  now 
date  the  origin  of  the 
universe  at  roughly 
15,000,000,000  B.C. 
It's  been  expanding 
ever  since.  So,  in 
recent  years,  has 
Praxair. 


At  Praxair,  the  Big  Bang  is  considered  the  Golden  Age  of  new 
product  development. 

Hydrogen,  oxygen,  krypton  and  other 
elements  were  created  during  that  distant  era. 
Of  course,  Praxair  doesn't  hold  patents  on  any 
of  them.  But  we've  been  awarded  thousands 
of  patents  on  technologies  that  convert  gases 
into  solutions  for  our  customers. 

The  steel  and  glass  industries  use 
oxygen  for  cleaner,  more  efficient  production 
processes.  Krypton  works  wonders  in  lasers, 
lighting  and  thermal  windows.  As  for  hydrogen, 
we've  teamed  with  scientists  who  hope  to  turn  it  into  the  fuel  of  the  next 
century.  (A  hydrogen  engine's  only  emission  is  pure  water.) 

We  also  apply  our  ingenuity  to  other  gases.  We're  the  world's 
biggest  supplier  of  carbon  dioxide,  which  plays  a  key  role  in  the 
food  and  beverage  industry.  And  helium  isn't  just  for  balloons. 


DUCTS  WERE 

ION  YEARS  AGO. 


It's  essential  for  medical  imaging  machines  and  deep-sea  diving  safety. 
This  is  how  m    M  ^  we've  become  a  world  leader  in  industrial 


gases,  with  annual  sales  over  $4  billion  and  growing.  Praxair  uses  the  basic 
molecules  to  help  our  customers  prosper  in  the  global  marketplace,  an 
environment  that's  fiercely  competitive — yet  ecologically  uncompromising. 


PRAXAIR 


MAKING    OUR    PLANET    MORE  PRODUCTIVE. 

For  more  information:  1  -800-P  R  AX  A I R       e-mail:  info@praxair.com  http://www.praxair.com 

©1996  PRAXAIR  INC 


How  big  business  makes  their  bottom  line  bigger 


If  you're  a  business  that  sends  lots  of  packages,  you  could 
save  a  lot  of  money  with  Priority  Mail™  from  the  U.S.  Postal 
Service.  Priority  Mail  two-pound,  two-to-three-day  packages 
are  only  $3.  Two-day  FedEx  '  is  about  $12  and  UPS"  about  $6. 
Priority  Mail  can  save  you  up  to  200%  over  UPS  and  400% 
over  FedEx.  The  more  you  send,  the  more  you  save. 

And  Priority  Mail  goes  to  every  single  Post  Office  Box 
and  address  in  the  U.S.  FedEx  doesn't.  UPS  doesn't. 


The  U.S.  Postal  Service  also  uses  over  15,000  plane: 
and  200,000  trucks  —  the  largest  delivery  fleet  in  trj 
world  —  to  make  sure  your  packages  arrive  where  anij 
when  they  are  supposed  to. 

So?  Lower  costs?  Deliveries  everywhere?  Bigger  fleets 
What's  Your  Priority?  Switch 
to  Priority  Mail  today.  $^ 


Call  1-800-THE-USPS. 


What's  Your  Priority?"  <J 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE™ 

Priority  Mail:  average  delivery  of  2-3  days.  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs.  vs.  2-lb  published  rates  tor  UPS  2nd  Day  Aif  from  S6.25  and  FedEx  2  Day*  from  $1 1 .50. 
Surcharge  for  Priority  Mail  on-demand  pick  up.  ©1996  USPS 
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1  -800-THE-USPS  ext.  2003  http://www.usps.gov/ 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THE  DAYTON  AGREEMENT— IT  SOLVED  NOTHING 


Few  of  President  Clinton's  foreign  policy  "achieve- 
ments" have  been  praised  by  him  as  lavishly  as  the  Dayton 
agreement  that  brought  about  a  cease -fire  in  Bosnia.  But 
it  seems  that  Dayton  (named  for  the  Ohio  city  where  the 
accords  were  reached)  was  a  typical  Clintonian  solution 
for  pushing  thorny  issues  off  the  front  page — at  least  until 
after  November's  presidential  election. 

Essentially  the  Dayton  agreement  attempted  to  paper 
over  the  fiercely  nationalistic  views  that  divide  Bosnia 
into  Muslim,  Croat  and  Serb  communities.  But  in  the 
anxiety  to  get  an  agreement — any  agreement — our  cam- 
era-hungry negotiator  Richard  Holbrooke  overlooked 
several  things  that  are  now  coming  home  to  roost. 

■  The  Bosnian  Serbs — nastiest  of  the  warring  groups  in 
the  former  Yugoslavia — were  not  represented  at  Dayton 
by  their  leaders,  who  had  already  been  indicted — but  not 
apprehended — for  war  crimes.  It  was  therefore  decided 
that  the  Serbian  Serbs  could  represent  the  Bosnian  Serbs. 
The  Bosnian  Serbs,  however,  said  they  would  not  be 
bound  by  anything  agreed  to  at  Dayton.  Not  a  good  start. 

■  The  agreement's  ultimate  invention  is  absurd.  To  preserve 
the  fiction  that  Bosnia  would  not  be  partitioned,  negotia- 
tors agreed  it  would  have  three  parliaments  (one  federal, 
two  regional),  two  separate  armies  and  two  police  forces,  all 
overseen  by  a  rotating  three-man  presidency.  Last  montiYs 
elections  only  emphasized  that  such  a  Rube  Goldberg-like 
structure  could  not  be  built,  let  alone  succeed. 

Since  the  agreement  was  signed  last  December,  an  esti- 
mated 100,000  Bosnians  have  moved,  witii  minorities  from 


each  of  Bosnia's  three  regions  fleeing  to  areas  where  their 
ethnic  groups  are  a  majority.  The  Muslim,  Serb  and  Croat 
factions  each,  by  margins  reaching  90%,  elected  fierce  pro- 
ponents of  their  own  nationalities  to  the  three-man  presi- 
dency. Regional  parliamentary  results  were  similar.  The 
Bosnian  Muslims  are  the  most  anxious  to  preserve  a  unified 
country,  but  a  United  States  Information  Agency  report 
says  that  95%  of  Bosnian  Serbs  want  to  be  with  Serbia  and 
88%  of  Bosnian  Croats  want  their  own  state.  U.S.  policy 
had  been  to  try  to  secure  the  unification  of  Bosnia,  but  we 
gave  up  in  the  interest  of  getting  an  "agreement." 
■  Given  these  three  clashing  agendas,  despite  our  unifi- 
cation policy,  why  has  the  cease-fire  lasted  since 
December?  Because  we  and  other  NATO  countries  have 
stationed  peacekeepers  in  the  area  to  force  compliance 
with  the  timetables  and  elections  set  out  in  the  Dayton 
agreement.  But  Mr.  Clinton,  attempting  to  pacify 
domestic  opponents  to  our  having  some  20,000  U.S. 
troops  in  this  cauldron,  promised  that  U.S.  forces  would 
all  be  out  within  a  few  weeks  of  our  November  election. 
If  he  keeps  that  promise,  Britain  and  other  countries  are 
sure  to  follow  suit,  but  if,  after  the  election,  Mr.  Clinton 
lets  U.S.  troops  stay — as  is  expected — deterring  war 
between  these  heavily  armed  groups  will  require  com- 
bined forces  of  at  least  the  current  50,000. 

If  Mr.  Clinton  should  keep  his  promise  to  withdraw,  the 
warring  groups  are  almost  certain  to  resume  their  war; 
indeed,  they  are  already  preparing  to  do  so  because  of  our 
improvident  promise  to  remove  restraints  in  November. 


MORE  APPEASEMENT— AT  SOUTH  KOREA' 

South  Korea  has  reportedly  urged 
the  U.S.  to  restart  the  valuable  joint 
military  exercises  we  conducted 
with  them  from  1976  to  1994.  We 
stopped  them  as  part  of  the  ap- 
peasement agreement  we  made 
with  North  Korea — in  return  for 
the  North's  second  promise  to  stop 
its  nuclear  weapons  program. 

South  Korea's  reported  request 
was  made  because  of  the  North's 

recent  increasingly  hostile  actions,  the    Crossing  the  line:  A  North  Korean 
last  of  which  was  to  send  a  submarine    submarine  invaded  South  Korean  waters, 
with  some  25  terrorists  into  South    with  deadly  results. 


S  EXPENSE 

Korean  waters.  But  instead  of 
encouraging  this  request,  we  have 
merely  urged  "restraint"  on  both 
sides.  Sadly,  this  is  one  more  example 
of  the  way  in  which  we  cavalierly  dis- 
regard and  alienate  our  allies.  We 
made  a  similar  error  by  not  admitting 
Poland,  the  Czech  Republic  and 
Hungary  to  NATO;  and  another 
when  we  invited  IRA  terrorist  Gerry 
Adams  to  the  White  House  against 
the  express  wishes  of  the  United 
Kingdom.  No  wonder  the  coalition 
that  won  the  Gulf  war  is  in  tatters, 
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ARE  YOU  GOING 


Are  you  keeping  up? 


Or  falling  behind? 


Have  you  checked  your  speed  lately? 


Are  you  even  moving? 


Or  lingering  in  neutral? 


Today,  technology 


is  moving  things  forward 


fast. 


Maybe  it's  time  to  punch  it. 


LHS 


tUIItU  BT  Nlnft  fflUNK  /   IU  btt  H  WUKLU  IN  A  UKJHN  Ut  bHNU  . 


Give  that  illegal  parker  a  broom! 


BY, SUSAN  ADAMS 


Drivers  caught 
double-park- 
ing can  stack 
library  books, 
read  to 
hospital 
patients  or 
clean  graffiti. 


Earlier  this  year  Claudia  Wornum 
stopped  her  car  in  a  San  Francisco  munic- 
ipal bus  zone  and  dashed  out  to  buy  a 
frozen  yogurt.  She  was  back  quickly — but 
not  quickly  enough  to  elude  a  $250  parking 
ticket.  A  struggling  artist  for  whom  $250  is 
a  lot  of  money,  Wornum  despaired  at  the 
thought  of  paying.  But  the  law's  the  law. 

Then  Wornum  discovered  she  could  work 
off  her  fine  with  a  wide  range  of  activities  that 
are — by  San  Francisco  standards — considered 
civic  duty.  She  could  usher  for  the  city's  sym- 
phony or  build  sets  for  the  San  Francisco  Mime 
Troupe.  She  could  volunteer  for  the  Lesbian - 
Gay-Bisexual-Transgender  Pride  Celebration 
Committee.  Wornum  decided  to  offer  her  ser- 
vices at  the  animal  shelter  Pets  Unlimited.  As 
part  of  her  duty  she  took  two  homeless  kittens 
under  her  wing. 

Forcing  wrongdoers  to  compensate  society 
through  community  service  has  become 
increasingly  popular,  but  nowhere  is  it  as  broad- 
ly defined  as  in  San  Francisco.  The  city's  pro- 
gram, known  as  Project  20,  "pays"  parking 
offenders  $5  an  hour — less  than  minimum 
wage.  Wornum 's  $250  ticket  required  50  hours 
of  work.  Participants  are  also  required  to  pay  a 
small  portion  of  the  ticket  in  cash — $40  in 
Wornum's  case.  That  money  covers  all  the  costs 
of  running  Project  20,  an  independent  non- 


profit agency  that 
maintains  a  database  of  1,500 
volunteer  organizations. 

Last  year  San  Francisco  issued  some  2.3 
million  parking  tickets,  worth  $65  million  in 
total.  So  far  only  a  fraction — 2%  to  3% — are 
paid  off  through  Project  20. 

Why  don't  more  cities  follow  San  Francis- 
co's lead?  Drivers  caught  double-parking 
could  clean  graffiti  off  New  York  subways, 
pick  up  litter  on  Los  Angeles  highway  median 
strips  or  plant  flowers  in  Chicago  parks. 
Sounds  like  a  good  idea  to  us. 


The  latest  look:  filthy  hair 


BY  NATASHA  BACIGALUPO 


To  achieve 
that  languid, 
sexy,  slept  in 
look,  try 
slathering 
your  hair 
with  a  handful 
of  grease. 


A  few  weeks  AGO  I  visited  the  trendy  New  York 
hair  salon  Bumble  and  bumble.  With  my  hair 
freshly  washed,  cut  and  blow-dried,  I  was  ready 
to  go.  But  then  Isabel — a  hairstylist  so  hip  that 
she  was  bleary-eyed  from  attending  the  MTV 
Awards  party  the  night  before — dipped  her  fin- 
gers into  a  jar  of  greasy  goo  and  slathered  it  on 
my  clean  locks.  "This,"  she  said,  "will  make 
your  hair  look  dirty."  Too  late  for  me  to 
protest.  "It's  a  very  modern  look,"  she  cooed. 

Yes,  folks,  clean  hair  is  out;  greasy  hair  is  in. 
Have  you  seen  the  latest  ads  for  Calvin  Klein's 
CK  one  perfume?  They  feature  unkempt  models 
with  stringy,  filthy-looking  hair.  Turn  you  off? 
It  shouldn't,  says  Garren,  a  hairstylist  who  coifs 
models  like  Linda  Evangelista  at  his  salon  in 
Manhattan's  Henri  Bendel.  "When  oils  build 
up,  hair  is  sexier.  And  it  stays  in  place." 

Isabel's  goo,  named  Brilliantine,  is  just  one 
way  to  make  your  hair  look  like  it  hasn't  been 
washed  in  weeks.  "Brilliantine  is  hard  to 
define,"  touts  the  package.  "It  gives  hair  polish 
and  a  sort  of  languid,  slept-in,  sexy  look."  Jen- 
nifer Turner,  a  twentysomething  guitarist, 
swears  by  Aveda's  Humectant  Pomade.  "I  hate 
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when  my  hair  looks  just-washed,"  declares  she. 
Sebastian  International's  Molding  Mud  is  a  big 
seller.  "You  know  how  [movie  star]  Johnny 
Depp's  hair  looked  sort  of  stringy  and  grungy 
when  it  was  long?"  says  Sebastian  spokeswoman 
Barbara  Ocampo.  "That's  what  Mud  does." 
Maintaining  a  head  of  greasy  hair  isn't  cheap. 


Rumble  and  bumble's  Brilliantine  costs  $9.99 
for  2  ounces.  Kiehl's  version  runs  $15.50  for  4 
ounces.  Franki,  a  freelance  hairstylist  who  used 
to  work  for  Vidal  Sassoon,  helpfully  suggests 
using  body  lotion  Lubriderm,  a  popular  drug- 
store staple,  as  an  inexpensive  alternative. 
Don't  blame  me.  I  just  report  what  I  see. 


Cellular  phones  or  machine  guns; 


BY  ZINA  MOUKHEIBER 


After  years  of 
war,  Lebanon 
wallows  in 
the  pleasures 
of  easy 
communi- 
cation. 


I  thought  Americans  were  obsessed  with 
cellular  phones,  but  then  I  visited  Lebanon  to 
see  my  family.  On  my  first  night  out  in  Beirut, 
each  of  my  dinner  companions  plopped  down 
a  cellular  phone.  I'd  brought  along  a  Motoro- 
la Micro  TAC,  on  loan  from  my  father,  just  in 
case  of  road  trouble:  Driving  past  those  Syrian 
roadblocks  can  be  unnerving.  But  my  dinner 
mates  weren't  worried  about  roadblocks  or 
even  late-night  business  deals.  They  just 
wanted  to  make  sure  they  wouldn't  miss  any 
social  calls. 

A  few  days  later,  on  the  Mediterranean  at 
the  very  trendy  Riviera  Hotel,  I  spotted  a  lady 
of  leisure  gossiping  on  her  cell  phone.  No  big 
deal — until  I  realized  her  pal  was  sitting  right 
across  the  pool  from  her! 

After  16  years  of  war  and  damaged  phone 
lines,  the  gregarious  Lebanese  are  wallowing  in 
the  pleasures  of  easy  communication.  "I  use 


my  cell  phone  to  chat  with  friends  while  I'm 
stuck  in  traffic,"  confessed  an  acquaintance, 
Josiane  Riachi.  Georges  E.  Abboud,  an  archi- 
tect smitten  with  the  latest  technology,  recent- 
ly exchanged  his  Motorola  8200  for  an  Erics- 
son GH388.  Says  he:  "The  only  pause  I  take  is 
when  I  go  swimming." 

While  rates  are  too  high  for  the  majority  of 
this  small  nation's  3  million  people,  they  are 
within  reach  of  the  middle  class.  Lebanon's 
prime  minister,  billionaire  businessman  Rafic 
Hariri,  has  kept  prices  reasonable.  Carriers 
charge  a  $500  sign-up  fee,  a  flat  $25  monthly 
service  charge  plus  5  cents  a  minute  for  local 
calls.  The  two  carriers  in  Lebanon — France 
Telecom  Mobile  Liban  and  Liban  Cell — are 
not  unhappy  with  these  rates  as  they've  been 
guaranteed  a  duopoly  for  ten  years.  Instead  of 
drawing  their  guns,  the  Lebanese  now  draw 
their  cellular  phones.  That's  progress.  Bi 
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Going  out  on  a  limb, 
Abraham  Gulkowitz,  chief 
global  economist  at  Bankers 
Trust,  predicts  the  Federal 
Reserve  will  leave  the  short- 
term  federal  funds  rate  at 
5.5%  through  the  end  of  this 
year.  He  points  out  that  of 
the  250,000  new  jobs  creat- 
ed in  August,  77,000  of 
them  were  in  municipal  and 
state  government,  not  in  the 
private  sector.  Gulkowitz 
also  thinks  that  the  Con- 
sumer Price  Index  is  over- 
stated by  as  much  as  one 
percentage  point. 
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From  the  23rd  century. 


■■■■■■■■■■■■■ 


Windows 


EPSON 


P. 


Photo  Quality 


Color  and  detail  so  accurate  your 
output's  always  picture  perfect. 


The  future  is  looking  bright.  Brilliant,  actually,  with  the  EPSON  Stylus- 
Color  500  ink  jet  printer.  Imagine.  720  x  720  dp 


CALL  1  800  CO  EPSON 


ASK  FOR  OPERATOR  3100 


c  1 

k 

(loaded  with  full- 

for  true  Photo  Quality  color.  Laser-quality  black  text.  Dazzling  color 
printing  at  fast  print  speeds  on  virtually  any  paper.  And  simple 
start-up  with  our  Easy  Setup  software.  With  our  free  award-winning 
version  Adobe  and  Sierra  software),  you  can  create  striking  presentations  and  reports  for  work.  Or 
birthday  cards  and  banners  for  fun.  All  with  a  two-year  warranty  for  just  $289  (not  bad,  since  the 
Color  Pak's  worth  up  to  $299  alone).  Visit  us  at  http://www.epson.com  for  even  more  reasons  why 
the  EPSON  Stylus,  Color  500  is  truly  ahead  of  the  competition.  And  ahead  of  its  time. 


Laser 

QUAL!TY  £"\ 


Black  text  that 
won't  break  up- 
even  when  it's 
blown  up.  See? 


YOU'\  E  GOT  TO  SEE  IT  IN  ^J^J  COLOR: 

Street  price  may  vary  EPSON  and  EPSON  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp  All  other  trademarks  are  the  property  of  their  respective  owners  ©  1996  Epson  America,  Inc. 


North  ace  sells  high-altitude  equipment  and  even  higher-altitude  stock. 


atmandu 
comes  to 

Neiman  Marcus 


By  Seth  Lubove 

If  you  like  prestigious  brand  names, 
you'll  love  the  North  Face  Inc.  Its 
top-of-the-line  equipment  for 
mountain   climbing,  skiing, 
backpacking      and  other 
demanding  sports  is  famous. 
Such  parkas,  sleeping  bags,  packs  and 
tents  are  almost  a  necessity  for  ascend- 
ing the  world's  top  peaks,  exploring 
remote  terrain,  skiing  off  cliffs. 

In  July  North  Face,  based  in  San 
Leandro,  Calif.,  went  public  at 
$14  a  share.  Recently  the 
stock  was  at  28%,  C 
valuing  this  $122  /^SSft 
million  (1995 
sales)  company      /^"%  © 
at  $308  million,  *^ 
over  50  times 

analysts'      expected  \/{lg* 
1996  earnings. 

Are  there  all  that  ^tf 
many  serious  climbers?  Cer- 
tainly the  market  for  North  Face's 
$5,000  tents  and  $850  goose-down- 
filled  "Himalayan  Suits"  is  limited. 
What  isn't  limited  is  the  willingness  of 
consumers  to  pay  handsomely  for  look, 
image,  attitude — and  North  Face  has 
that.  Chief  Executive  Marsden  Cason 
and  President  William  N.  Simon  want 
to  push  the  North  Face  name  into  the 
$29  billion  (1995  retail  sales)  casual 
apparel  business. 

With  its  new  line  of  expensive, 
synthetic  "Tekware,"  North  Face 
hopes  to  expand  sales  among  desk 
jockeys  who,  in  civvies,  aim  to  show 
that  their  hearts  are  in  Katmandu. 
Few  people  who  pay  $85  for  a  Tek- 
ware "Base  Camp  Shirt"  will  ever  go 
anywhere  near  a  real  base  camp,  but 
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it's  nice  to  fantasize  about  it. 

North  Face  isn't  exactly  discovering 
this  market.  L.L.  Bean,  Eddie  Bauer, 
Nautica,  Ralph  Lauren,  Tommy  Hil- 
figer  and  Patagonia  are  already  well 
entrenched. 

Nevertheless,  investors  seem  to 
believe  Cason  and  Simon  can  execute 
their  proposed  growth  strategy 
smoothly.  "A  high -growth  company," 
effused  analyst  Carol  Pope  of  co- 
underwriter  J. P.  Morgan  Securities 
Inc.  in  a  July  report  issued  a  month 
after  Cason  and  Simon  completed 
their  pre-public-offering  road  show. 
Jean-Michel  Valette  of  Hambrecht  & 
Quist,  another  co-underwriter: 
"...  we  continue  to  be  impressed  with 
the  strength  of  the  North  Face  brand 
and  the  growth  prospects  going  for- 
ward." Valette  predicts  North  Face 
revenues  will  rise  28%  this  year,  to 
$155  million,  while  per-share  earnings 
will  increase  19%,  and  32%  in  1997. 

Is  there  a  skeptic  in  the  house?  If 
so,  he  should  have  recalled  that  twice 
before  the  company  has  attempted  to 
exploit  its  brand  name  in  casual  wear. 
Twice  it  has  flopped. 

In  1985  North  Face  introduced  a 
casual  line  that  included  men's 
pants,  shirts  and  basic  outdoor 
*2£t    clothing.  The  line  of  products 
was  quietly  discontinued  after 

disappointing  sales. 

In  the  early  1990s  North  Face 

tried  again,  this  time  introducing  a 
line  of  high-end  sportswear  aimed  at 
Ralph  Lauren's  Polo  brand  and 
Patagonia.  Another  flop.  A  former 
North  Face  executive,  of  which  there 
are  many,  says  North  Face  committed 
a  fundamental  sin:  It  tried  to  sell  up- 
price  clothing  in  folksy  Eastern 
Mountain  Sports  and  Paragon  stores, 
whose  clients  tends  to  be  serious  out- 
doors people. 

Maybe  this  time  North  Face  will 
try  to  crack  the  emporia  that  cater  to 
serious  shoppers  rather  than  serious 
climbers.  But  it's  a  very  different 
market  from  the  one  they  know. 

Moreover,  the  pair  that  run  the 
company  have  had  other  setbacks. 
Simon,  48,  is  well-known  in  the  out- 
door gear  business.  In  1972,  after 
undergraduate  studies  in  English  lit- 
1  erature  at  the  University  of  California, 
g  Berkeley,  he  cofounded  Snow  Lion,  a 
1  backpacking  and  mountaineering 
>  equipment  company.  Snow  Lion  col- 


lapsed in  1977  amid  allegations  that  it 
was  ripping  off  other  companies' 
designs.  By  then  Simon  had  moved  to 
Hong  Kong,  where  he  later  started 
Odyssey  International  Ltd.,  a  sort  of 
miniconglomerate  of  some  30  out- 
door equipment  brands.  In  1988 
Odyssey  acquired  North  Face  for  $22 
million. 

This,  too,  collapsed  into  bankrupt- 
cy in  1993.  "It  was  a  sourcing  night- 
mare," recalls  a  former  executive.  "He 
[Simon]  was  trying  to  own  materials 
and  make  things  in  200  factories 
worldwide.  He  was  trying  to  do  too 
much."  What  does  Simon  have  to 
say?  Nothing.  He  refused  to  talk  with 
Forbes. 

In  June  1994  a  group  led  by  invest- 
ment banker  J.H.  Whitney  &  Co. 
bought  North  Face 
from  the  bankrupt 
Odyssey  for  $62  mil- 
lion. Whitney  installed 
Cason  as  chief  executive 
and  Simon  later  as  pres- 
ident. Cason,  53,  was 
formerly  chief  executive 
of  Carol  Management 
Co.,  owner  of  the  Doral 
Resort  Hotels  chain. 
Before  Doral,  he  had 
cofounded  and  run 
Equitec  Financial  Group,  a  real  estate 
syndicator  that  went  belly  up  in 
1990 — a  fact,  incidentally,  that's  con- 
spicuously absent  from  North  Face's 
prospectus. 

In  July's  IPO,  $15  million  of  the 
proceeds  went  to  pay  off  a  subordi- 
nated note  held  by  Whitney,  which 
retained  a  53%  interest  in  North  Face 
with  a  current  market  value  of  $164 
million.  Cason  and  Simon  are  doing 
fine,  too:  Each  got  6.7%  of  the  com- 
pany's 10.8  million  shares,  much  of  it 
in  the  form  of  generous  options  at 
strike  prices  ranging  from  23  cents  to 
$1.13  a  share.  Most  of  the  insiders' 
shares  are  eligible  for  sale  180  days 
after  the  IPO,  or  late  December.  In 
short,  they  can  cash  out  if  they  want 
without  waiting  to  see  how  well  their 
new  retailing  strategy  works. 

The  company  got  $35.4  million  in 
cash  from  the  offering,  enough  for 
Cason  and  Simon  to  hire  people  with 
prior  experience  at  Coach  Leather- 
ware,  Armani  Exchange  Stores, 
Donna  Karan  International  and 
Adidas  America.  To  promote  the 


North  Face  brand,  the  new  manage- 
ment team  cooked  up  "Summit 
Shops,"  sort  of  a  North  Face  shop 
within  a  shop.  The  idea  is  to  sell 
North  Face  products  in  a  setting  of 
North  Face  signage,  videos  and  spe- 
cially trained  salespeople. 

This  is  something  that  Ralph 
Lauren,  Esprit  and  others  have  done 
for  some  time,  but  it's  a  tricky  tech- 
nique requiring  more  inventory  than 
North  Face  has  traditionally  carried. 
North  Face  is  asking  the  outdoors 
equipment  retailers  to  kick  in  some  of 
the  $40,000  initial  investment  it  costs 
to  build  each  Summit  Shop. 

North  Face's  arch  competitor, 
Patagonia,  tried  the  store-within-a- 
store  concept,  dropping  it  because  of 
the  expense  of  maintenance  and  sales 
training. 

In  a  recent  survey  of 
retailers  in  snews,  a  re- 
spected industry  news- 
letter, North  Face  dis- 
tinguished itself  as  the 
worst  supplier  to  deal 
with  "by  a  landslide." 
Retailers  grumbled  to 
the  newsletter's  editor, 
Bob  Woodward,  that 
North  Face  is  forcing 
the  Summit  Stores  on 
them  "like  timeshare  salesmen." 

One  bright  spot:  Japan,  where 
North  Face  is  the  leading  outdoor 
brand,  with  annual  wholesale  sales  of 
about  $50  million.  Unfortunately,  in 
1994  Cason  and  Simon  sold  all  rights 
to  the  North  Face  trademarks  in 
Japan  and  Korea  for  $11  million  to 
Goldwin,  a  Japanese  sporting  apparel 
maker.  North  Face  gets  some  licens- 
ing fees  in  the  deal,  but  little  else. 

When  a  North  Face  spokeswoman 
declined  to  talk  to  Forbes  on  this 
story,  she  alibied  that  the  company 
didn't  "want  to  be  known  as  hyping 
the  stock."  She  could  afford  to  say 
that:  Plenty  of  hyping  was  done  in  the 
pre-offering  road  show. 

More  likely  the  company  just 
doesn't  want  to  have  to  answer  some 
embarrassing  questions.  Such  as  how 
come  the  first-half  loss  more  than 
doubled,  to  $3  million,  while  inven- 
tories ballooned  51%,  from  a  year 
ago,  to  $30  million.  Sales?  They  rose 
24%,  to  $53  million.  Maybe  North 
Face  will  have  a  dynamite  second 
half.  Maybe.  WM 


Twice  before, 
the  company 
attempted  to 
exploit  its  brand 
name  in  casual 
wear.  Twice  it 
has  flopped. 
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top  worrying  about  the  current  federal  deficit  and 
start       ng  about  what  happens  after  2000. 


Ain't  seen 
nothin 


A  much-loved  fixture  of  political  life  for 
nearly  three  decades,  the  federal  budget  deficit 
is  playing  a  curious  role  in  current  debate. 

Most  of  the  time  it  sits  quietly  in  the  corner, 
apparently  tamed.  It's  only  estimated  to  be,  at 
most,  2%  of  GDP  in  1996.  But  it  bares  its  teeth 
obligingly  if  asked — as  when  Clinton  invoked  it 
to  denounce  Dole's  tax-cut  proposal. 

Forbes  has  long  argued  that  the  federal 
deficit  matters  less  than  Washington's  overall 
claim  on  the  economy — either  through  spend- 
ing (the  "Government  Grab")  or  taxation  (the 
"Tax  Take").  Right  now  the  Government  Grab 
is  down  (1996  estimate:  21.4%  of  GDP),  but  the 
Tax  Take  is  up  (1996  estimate:  19.4%— see 
Forbes,  Oct.  7). 

Nevertheless,  everyone  eyes  the 


deficit  nervously,  tamed  or  not.  So  here  we  try 
another  argument,  as  follows: 
Deficit?  We'll  give  you  deficit! 
The  Bipartisan  Commission  on  Entitlements 
projected  in  1994  that  if  federal  entitlement 
programs  (Social  Security,  Medicare,  etc.} 
remained  intact,  and  "discretionary"  spending 
(defense,  infrastructure,  etc.)  constant,  the  fed- 
eral Government  Grab  would  reach  37.3%  of 
GDP  in  2030. 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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Bipartisan  Commission  on 
Entitlements  estimate 
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Recent  cuts  mean  federal  finances  are 
better  than  the  Bipartisan  Commission 
on  Entitlements  estimated— but  the 
baby  boomers  are  not  yet  retiring. 
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annual  economic  growth — and 
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But  look  at  how  the  Government  Grab  gets  that  great. 
Not  just  entitlement  payments  expand — so  does  the  net 
interest  burden  on  the  federal  debt.  Currently  just  over 
3%  of  GDP  (a  recent  record),  interest  payments  on  gov- 
ernment debt  are  projected  to  rise  to  10.7%  by  2030. 
This  is  inevitable  because,  since  the  commission  assumes 
constant  federal  taxes,  the  deficit  must  expand — to  a  stun- 
ning 18.5%  of  GDP  by  2030. 

Now  that's  what  we  call  a  deficit.  It  will  generate  new 
debt  at  a  rate  exceeding  any  conceivable  economic 
growth  rate.  Which  means  the  interest  burden  will 
continue  to  rise  relative  to  GDP.  It  will  already  be  % 
crowding  out  other  federal  spending. 

In  fact,  of  course  taxes  would  be  % 


there's    clearly  rooi 
tax  cuts,  which  could  be 
growth  more. 
But  baby  boom  retire- 
ment entitlements  kick  in 
after  2000.  Then  you'll 
see  deficits  that  are 
worth  worrying  £ 
about.  B  # 
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Entitlements  estimate 
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Sources:  The  Office  of  Management  &  Budget;  The  Bipartisan  Commission  on  Entitlements. 
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z  Japanese  are  invading  Silicon  Valley 
and  bringing  big  bucks.  In  a  way, 
it's  a  confession  of  failure  on  their  part. 


Late  to  the  party: 


s 


By  Neil  Weinberg 


■ 


If  late,  the  Japanese  are  now 
moving  fast.  This  year  Hara  is  setting 
up  the  $70  million  Defta  Venture 
Fund  for  Japanese  firms  looking  to 
catch  up  with  their  U.S.  competitors 
by  investing  in  U.S.  ventures. 

Toshiba,  the  giant  (fiscal  1995  rev- 
enues, $48  billion)  electronics  outfit, 
is  spending  about  $200  million  annu- 
ally to  develop  technology  in  nontra- 
ditional  ways.   That   includes  an 
Advanced  Information  Technology 
Center  set  up  in  San  Jose,  Calif,  in 
July  1995.  Toshiba  has  already 
invested  $30  million  in  U.S.  start- 
ups. High  on  its  shopping  list: 
firms  developing  software  for  Inter- 
net appliances  such  as  set-top  boxes 
and  personal  digital  assistants.  Hideta- 
ka  Yamamoto,  a  Toshiba  executive, 
confesses:  "People  in  Silicon  Valley  can 
achieve  a  lot  of  things  more  econom- 
ically than  Toshiba  can  internally." 

Under  a  year-old 


The  Japanese  have 
not  been  expert  in 
choosing  overseas  invest- 
ments. When  banks  pushed  petrodol- 
lar loans  on  Third  World  governments 
in  the  1970s,  the  Japanese  got  stuck 
with  some  of  the  worst  deals.  A 
decade  later  Japanese  money  poured 
into  the  booming  U.S.  real  estate 
market  shordy  before  it  went  bust. 

Now  it's  Silicon  Valley's  turn.  Watch 
out,  Silicon  Valley.  Venture  capital  for 
U.S.  technology  startups  is  all  the  rage 
in  Tokyo.  No  hard  numbers  are  avail- 
able, but  anecdote  after  anecdote  sug- 
gests a  tsunami  of  Japanese  capital 
washing  into  U.S.  technology  firms. 

Name  the  big  Japanese  compa- 
nies. They  are  all  here,  or  on  their 
way,  with  U.S.  venture  capital  arms. 
Toshiba,  Mitsubishi  Corp.,  NEC 
Corp.,  Japan  Tobacco,  Trans 
Cosmos  and  venture  capital  special- 
ist Nippon  Investment  &  Finance. 
Itochu  Corp.  is  one  of  Japan's  old- 
line  sojjo  sbosha,  or  general  trading 
companies.  It  recently  set  up  a  ven- 


ture capital 

office  in  New  York  to  supplement  its 
Silicon  Valley  and  Tokyo  units,  and  is 
sharply  increasing  investment. 

It's  all  part  of  the  slow  and  painful 
restructuring  and  rethinking  taking 
place  in  Japanese  business.  George 
Hara,  a  longtime  partner  in  Princeton, 
N.J.  venture  capitalists  Accel  Partners 
and  Accel  Japan,  explains  it  this  way: 
"With  the  transfer  of  core  industries 
out  of  Japan,  Japanese  executives  have 
realized  that  what  comes  next  is  intel- 
lectually-based industries  such  as  soft- 
ware, telecom  and  bio-tech.  Ninety- 
eight  out  of  100  of  the  most 
important  companies  in  each  of  those 
fields  are  in  the  U.S."  If  Hara  is  right, 
the  Japanese  are  rather  late  in  realizing 
what  smart  U.S.  companies  realized 
way  back  in  the  1980s. 


program,  Fujitsu  has 
already  invested  $10  mil- 
lion to  $15  million  among  a  few 
dozen  U.S.  firms.  NEC  is  investing  in 
"edutainment"  and  networking  com- 
panies via  two  new  Silicon  Valley 
offices.  Yoshio  Izumi,  general  manag- 
er of  NEC's  corporate  planning  divi- 
sion, says:  "The  Internet  runs  on  a  Sil- 
icon Valley  standard,  and  if  we're  not 
part  of  its  village-like  culture,  we  can't 
participate." 

By  arriving  late,  the  Japanese  are 
moving  into  a  crowded  market. 
According  to  San  Francisco  invest- 
ment research  firm  VentureOne 
Corp.,  in  the  first  half  of  1996  nearly 
$5  billion  in  new  money  was  commit- 
ted to  venture  capital -backed  firms  in 
the  U.S.,  28%  more  than  in  the  first 
half  of  1995.  Most  of  that  came  from 
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U.S.  institutions  and  individuals. 

Though  late,  the  Japanese  hope  to 
get  good  deals  by  offering  not  just 
money  but  strategic  alliances.  Take 
BroadVision,  a  maker  of  client  data- 
base software.  Itochu  helped  fund 
BroadVision  and  was  one  of  its  first 
customers.  "We  want  to  be  business 
partners  in  all  respects,"  says  Itochu 
executive  Eizo  Kobayashi. 

Awakening  to  the  long  lead  that 
has  opened  between  venture  capital  in 
the  U.S.  and  venture  capital  in  the 
homeland,  the  Japanese  Ministry  of 
International  Trade  &  Industry  has 
encouraged  the  growth  of  local  ven- 
ture capital  firms  organized  to  invest 
in  Japanese  startups.  The  problem:  a 
flurry  of  new  domestic  venture  capital 
firms  derisively  called  ugo  no 
takenoko — literally,  bamboo  shoots 
sprouting  after  the  rain — are  now 
crowding  into  an  undersized  market. 
That's  forcing  more  established  play- 
ers to  look  elsewhere. 

Kazunori  Ozaki  is  a  director  of  Japan 
Associated  Finance  Co.  (Jafco),  Japan's 
leading  venture  capital  firm  and  an  affil- 
iate of  Nomura  Securities.  Ozaki  says 
Jafco  has  about  $130  million  invested 
in  U.S.  venture  capital  and  would  have 
a  hard  time  increasing  that  quickly, 
whatever  the  pressures.  "Right  now," 
he  complains,  "too  much  money  is 
chasing  too  few  deals  in  the  U.S.,  and 
it  isn't  easy  for  foreigners  to  get  seed- 
stage  shares  of  good  companies." 

But  that  isn't  stopping  people  like 
Softbank's  billionaire  founder  Masa- 
yoshi  Son.  After  running  into  trouble 
coming  up  with  $500  million  for  his 
proposed  U.S.  venture  capital  fund 
earlier  this  year,  Son  raised  $170  mil- 
lion by  backing  the  principal  with  an 
equal  amount  of  Softbank  stock  in 
exchange  for  a  high  management  fee 
and  cut  of  profits. 

Softbank  has  already  scored  a 
home  run  with  its  early  investment  in 
Yahoo!  It  is  adding  dozens  of  other 
Internet-related  ventures  and  hopes 
to  use  Softbank's  sprawling  comput- 
er publishing  and  trade  show  busi- 
nesses to  support  them. 

There  will  be  flops,  losses  and 
regrets  before  this  investment  trend 
runs  its  course,  but  there  will  be 
successes,  too.  The  Japanese  don't 
have  much  choice.  It's  the  cliche, 
truer  than  ever:  If  you  can't  beat 
'em,  join  'em.  M 


Let  others  lust  after  the  Internet.  Dean  White 
is  happily  married  to  a  very  old  form  of  media. 

You  can't  zap  it 


By  James  Samuelson 


Growing  up  in  Depression -era  Lin- 
coln, Nebr.,  Dean  White  became  a 
true  capitalist  at  an  early  age.  When 
the  snow  fell,  he  would  go  from 
door  to  door  lining  up  shoveling 
jobs  for  his  fellow  youngsters  who 
were  too  shy  or  too  unimaginative 
to  ring  doorbells.  "I'd  take  20%  off 
the  top,"  remembers  White, 
"because  I  made  the  deals." 

White,  now  73,  is  still  ringing  his 
own  doorbells  and  making  his  own 
deals.  He  has  built  his  closely  held 
$235  million  (sales)  Whiteco  Indus- 
tries of  Merrillville,  Ind.  into  the 
largest  private  outfit  in  the  billboard 
business,  with  a  7%  market  share. 
Billboards?  How  obsolete  can  you 
get  in  an  era  of  Web-site  marketing, 
flashy  television  and  radio  cam- 
paigns and  direct  marketers  who 
know  what  kind  of  car  you  drive 
and  your  favorite  toothpaste. 

Besides,  aren't  those  billboards  an 
insult  to  the  environment?  "I've 
heard  it  all  before,"  says  White,  who 
remembers  when  Lady  Bird  John- 
son's 1965  Highway  Beautification 
push  panicked  the  industry.  He  used 
it  as  an  opportunity  to  buy  up  com- 


Whiteco  billboard  near  Chicago 

In  your  face — and  meant  to  be  so. 


petitors  on  the  cheap.  And  he's  quick 
to  point  out  that  outdoor  advertising 
is  still  a  darned  good  way  to  get  a 
message  across:  $1.39  to  reach  a 
thousand  adults,  18  and  over,  com- 
pared with  $15.20  for  a  30-second 
prime-time  TV  spot  and  $18.55  for  a 
half-page  metro  daily  newspaper  ad. 
Plus,  the  potential  billboard  audi- 
ence— as  measured  by  automobiles 
on  the  road — is  up  128%  since  1970. 
Chuckles  White:  "You  can't  zap  it 
like  a  TV  ad,  either." 

White's  lucrative  little  empire  is  a 
long  way  from  his  father's  $30,000 
(sales)  Shelby,  Ind. -based  sign  busi- 
ness, which  he  joined  in  1946  after 
leaving  the  University  of  Nebraska 
and  doing  a  stint  at  the  Merchant 
Marine  Academy.  Accounts  back  then 
were  mostly  mom-and-pop  dairies, 
and  bakers  who  wanted  signs  along 
rural  highways.  At  30,  his  father  chal- 
lenged Dean  to  net  $  1  million  by  the 
time  he  turned  40. 

Okay,  he'd  do  it.  In  1956  White 
spotted  his  first  Holiday  Inn  while 
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calling  on  an  account  in  Louisiana. 
Impressed  with  Holiday  Inn's  sleek 
modern  look,  White  tracked  down 
founder  Kemmons  Wilson  in  Mem- 
phis. Did  Wilson  need  any  signs? 
Sure  do,  Wilson  said.  White  offered 
a  deal:  He  would  provide  a  free 
Holiday  Inn  sign  on  a  motel  site  if 
Wilson  or  franchisees  would  buy 
space  on  White's  highway  bill- 
boards— as  in  "10  miles  to  Holiday 
Inn."  White  extracted  three-  or 
five-year  contracts  from  Holiday 
Inn  or  its  franchisees.  Then  he  per- 
suaded a  bank  to  lend  him  50%  of 
the  contracts'  value  and  used  the 
money  for  building  billboards  and 
buying  or  leasing  land. 

As  Holiday  Inns  and  the  interstate 
highway  system  grew,  so  did  White's 
business.  He  did  contract  deals  with 
other  accounts,  such  as  Mobil, 
Amoco,  Citgo,  Motel  6  and  Red 


Roof  Inns.  White  has  diversified 
into  hotels,  but  billboards  are  his 
true  love.  Operating  in  38  states, 
Whiteco's  23,000  mostly  14-by-48- 
foot  billboards  flog  everything  from 
Dodge  vehicles  in  Chicago  to  Red 
Roof  Inns  in  Dallas  to  Southwest 
Airlines  in  Tucson.  At  an  average 
$850  per  month  for  highway  signs 
and  $3,500  per  month  in  major 
markets,  they  generate  annual  cash 
flow  of  $60  million.  That  puts 
White  on  The  Forbes  Four  Hun- 
dred, with  an  estimated  net  worth 
of  $650  million. 

Resting  on  his  laurels?  No  way. 
Dean  White  is  China-bound.  A  pend- 
ing joint  venture  with  Qingyu  Adver- 
tising in  Shanghai  calls  for  18  bill- 
board faces  (two  sides  of  nine 
billboard  structures)  on  the  main 
highway  from  Shanghai  to  Nanjing 
and  Beijing  that  would  advertise 


Xerox,  among  other  high-profile 
accounts.  Each  billboard  face  would 
generate  an  average  $6,000  in  rev- 
enues a  month.  As  China's  infra- 
structure expands,  White  salivates  at 
the  potential  for  reaching  the  nation's 
millions  of  consumers. 

You  may  think  billboards  are  out  of 
date,  but  Wall  Street  doesn't.  Three 
billboard  companies  that  went  public 
this  year  saw  their  stock  offering 
prices  soon  more  than  double  and 
now  trade  at  between  16  and  26 
times  operating  cash  flow.  Thus,  at 
least  once  a  week  White  submits  to 
visits  from  investment  bankers.  By 
now  he  is  familiar  with  their  pre- 
dictable spiel:  Go  public  and  raise 
capital  to  acquire  competitors  and 
increase  market  share. 

"I  get  tired  of  it,"  says  White,  "but 
then  you  like  how  much  money  they 
say  you  have."  H 


48 


Forbes  ■  October  21,  1996 


WITH  THE  RIGHT  TEAM 
ANYTHING  IS  POSSIBLE. 


Remember  running  for  your  first  touchdown? 
lemember  the  teamwork  that  enabled  you  to  break  free? 

At  Cushman  &  Wakefield,  we  know  the  importance 
■f  teamwork  in  the  real  estate  outsourcing  game  today. 

Working  closely  with  clients,  our  first-string 
orporate  account  teams  help  analyze  individual  needs, 
.^define  objectives,  create  strategies  and  implement 
lutions.  Putting  even  the  most  impossible  goals 
/ithin  your  grasp. 

From  our  experience,  knowledge  and  research 


capabilities  to  our  creative  problem-solving,  our  team 
record  is  unmatched  in  the  industry.  In  fact,  nobody 
helps  more  corporations  and  businesses  of  all  sizes, 
here  and  around  the  world. 

To  put  us  on  your  team  or  to  learn  more  about 
our  real  estate  services,  call  1-800-346-6789. 


Improving  your  place 
in  the  world!" 


ttp://www.cushwake.com 


Cushman  &  Wakefield  Wori  :widesu 


Lloyd      London  needs  capital.  American  insurers  need  growth. 


Partners  across  the  pond 


By  Carolyn  T.  Geer 

A  WORLD  WHERE  CAPITAL  is  plentiful 
is  creating  problems  for  American 
companies  in  the  $765  billion  (assets) 
property/casualty  insurance  business. 
Growth  is  declining — premiums  were 
up  merely  3%,  to  $134  billion,  in  the 
first  half  of  this  year,  compared  with 
3.9%  in  the  first  half  of  1995.  And 
the  U.S.  now  represents  just  30%  of 
the  world  insurance  market,  down 
from  over  40%  a  decade  ago.  There's 
too  much  capital — $110  billion  too 
much,  by  one  estimate — chasing  too 
few  risks. 

This  is  why  property/casualty 
insurance  stocks  have  been  laggards 
of  late,  up  a  paltry  4%  this  year  versus 
the  market's  11%  rise. 

But  this  scenario  may  be  changing. 
A  handful  of  aggressive  U.S.  and 
Bermuda-based  insurers  are  turning 
to  overseas  investments  for  growth. 
Aid  they're  finding  it — in  spades. 

These  property/casualty  compa- 
nies are  looking  to  Lloyd's  of 
London,  the  $15  billion  (premiums) 
insurance  underwriting  consortium 
that  just  months  ago  was  left  for 
dead,  ace  Ltd.,  CNA  Financial  Corp., 
St.  Paul  Cos.,  unum  Corp.  and 
USF&G,  among  others,  have  been 
quietly  replacing  the  individuals — his- 
torically known  as  "Names" — who 
for  more  than  three  centuries 
provided  the  capital  backing  Lloyd's 
policies. 

Lloyd's  had  to  branch  out.  From 
1988  to  1992  the  consortium, 
known  for  covering  everything  from 
nuclear  power  plants  to  actress  Jamie 
Lee  Curtis'  legs,  suffered  $12  billion 
in  losses  from  claims  arising  from  pol- 
lution and  asbestos  litigation  and  nat- 
ural disasters  such  as  Hurricane 
Hugo.  Many  Names  literally  lost 
their  shirts — their  liability  unlimit- 
ed— and  bailed  out  of  the  market. 
Membership  fell  to  20,000  Names  in 
1993  from  a  high  of  33,000  in  1988. 
Total  premiums  Lloyd's  can  write, 
based  on  its  total  capital — known  as 
premium  capacity — dropped  from 


$16.5  billion  to  $13.7  billion  during 
that  period.  The  consortium  needed 
to  attract  new  money. 

In  1994  Lloyd's  opened  its  market 
to  institutional  Names  who  were 
given  limited  liability  status  in 
exchange  for  the  prospect  of  lower 
returns.  While  individual  Names  can 
write  $3  to  $5  in  premiums  for  every 
$1  of  capital  they  pledge  to  the 
market,  corporate  Names  can  write 
only  $2  for  every  $1  pledged. 

Neither  has  to  put  up  much  cash. 
Members  can  pledge  existing  invest- 
ments as  collateral — stocks,  bonds, 
real  estate — and  continue  collecting 
the  return  on  those  assets.  Thus  their 
money  works  double  time. 

Say  a  corporation  pledges  $100  to 
one  of  the  160  underwriting  syndi- 
cates that  make  up  the  Lloyd's 
market.  Suppose  also  that  the  money 
is  invested  in  U.S.  Treasury's  yielding 


4%.  The  syndicate  takes  in  $200  in 
premiums  against  the  corporation's 
pledged  capital.  If  claims  on  those 
policies  total  $200  that  year,  the  cor- 
poration earns  nothing  on  the  $100 
it  pledged. 

But  if  claims  total  just  $180 — a 
good  result,  but  not  great — the  cor- 
poration receives  $20.  Including  the 
$4  the  pledged  assets  earned  on  the 
Treasury's,  that's  a  24%  gross  return. 
Net  out  commissions,  taxes  and  con- 
tributions to  Lloyd's  Central  Fund 
for  catastrophes,  and  the  corporation 
still  earns  a  handsome  return  of 
between  15%  and  20%.  The  average 
return  on  equity  for  U.S.  insurers  in 
the  first  half  of  1996  was  8.8%. 

What  if  insurance  claims  exceed  the 
$300  that  Lloyd's  took  in— $200  in 
premiums  plus  the  corporation's 
$100  contribution?  The  corporation 
is  out  its  $100;  the  excess  is  covered 
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by  Lloyd's  Central  Fund.  Although 
possible,  a  150%  loss  ratio  such  as 
this — losses  divided  by  premiums 
generated  — -would  be  highly  unusual. 
Even  in  Lloyd's  darkest  days  the  aver- 
age combined  ratio  of  all  the  syndi- 
cates— losses  plus  expenses  divided  by 
premiums — never  topped  130%. 

Since  Lloyd's  added  corporate 
Names,  these  investors  have  pledged 
$2.47  billion  to  write  over  $5  billion  in 
premiums.  Lloyd's  total  underwriting 
capacity  is  now  around  $15  billion; 
corporate  investors  represent  one-third 
of  that,  up  from  15%  in  1994. 

Insurers,  largely  from  the  U.S.  and 
Bermuda  (see  table),  now  supply 
nearly  30%  of  Lloyd's  corporate  cap- 
ital, up  from  5%  in  1994.  Investing 
in  Lloyd's  gives  these  companies  a 
low-cost  way  to  expand  internation- 
ally. Lloyd's  is  licensed  to  sell  insur- 
ance all  over  the  world;  only  a  hand- 
ful of  elite  companies,  such  as  AIG 
Corp.,  match  its  reach.  To  replicate 
its  network  today  would  cost  "mil- 
lions, but  also  the  better  part  of  your 
lifetime,"  says  Robert  Clements, 
adviser  to  the  Trident  Partnership,  a 
Marsh  &  McLennan  Cos.  group  that 
has  committed  $100  million  of  capi- 
tal to  Lloyd's. 

Lloyd's  underwriters  are  recog- 
nized as  among  the  best  risk  assessors 
in  the  world,  particularly  in  aviation, 
marine  and  kidnap  insurance.  Because 
of  their  skill  and  the  relatively  unreg- 
ulated nature  of  the  Lloyd's  market, 
policies  are  tailor-made.  "Lloyd's  is 
the  Silicon  Valley  of  insurance," 
explains  Martin  Dolan,  an  investment 
banker  with  Lehman  Brothers  in 
London.  "It's  where  all  the  really 
good  ideas  come  from." 

Brokers  bring  exotic  risks  to 
Lloyd's.  This  is  why  Terra  Nova 
Holdings  Ltd.,  a  $1.8  billion 
(assets)  Bermuda- based  insurer 
that  has  operated  in  London's 
traditional  insurance  company 
market  for  27  years,  decided  to 
join  Lloyd's  in  January.  "We 
knew  there  was  attractive  busi- 
ness going  through  Lloyd's 
that  didn't  come  through  the 
company  market,"  says  John 
Dwyer,  Terra  Nova's  deputy 
chairman.  This  year  the  compa- 
ny underwrote  $38  million  in 
premiums  on  five  syndicates  spe- 
cializing in  marine  and  aviation 


MM                ■  m 

Naming 

"Names" 

Company 

Recent 

P/E 

Total 

Insurance  underwritten 

price 

assets 

 at  Lloyd's   

($mil)         %  of  assets 

($mil) 

ACE 

CNA  Financial 

Mid  Ocean 

St  Paul  Cos 

Terra  Nova  Holdings 

UNUM 

USF&G 


AVA 

97 

395/s 

55'/4 

193/s 

6514 

\&bA 


7.7 
6.9 
*7.3 
8.6 
6.1 
17.4 
10.1 


$3,745 
60,107 

1,971 
19,608 

1,818 
14,870 
14,425 


j% 


38 
155 
70 
38 
88 
28 


0.06 
8.00 
0.36 
2.00 
0.59 
0.19 


Sources:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes 

Investing  with  Lloyd's  can  earn  double 
what's  typical  for  U.S.  companies. 


policies,  among  others. 

Despite  the  recent  losses,  business 
at  Lloyd's  has  held  up  remarkably 
well,  according  to  Stephan  Chris- 
tiansen, at  insurance  analysts  Conning 
&  Co.  Annual  gross  premiums  dipped 
only  slightly,  from  $12.7  billion  in 
1993  to  $12.1  billion  in  1996,  and 
should  creep  back  up  to  $12.4  billion 
by  the  end  of  the  decade,  he  says. 

Indeed,  it  looks  as  if  Lloyd's  is  out 
of  the  woods.  This  summer  it  posted 
a  $2.6  billion  profit  for  the  1993 
underwriting  year  (Lloyd's  has  a 
three-year  accounting  system),  and 
Conning  projects  earnings  between 
$1  billion  and  $1.5  billion  through 
the  end  of  the  decade.  In  August 
a  U.S.  Court  of  Appeals  overturned 
a  lower  court  ruling  allowing 
disgruntled  U.S. 
Names  to  sue 
Lloyd's  in  Amer- 


ican courts.  And  in  September  a  new 
company  was  formed  to  reinsure  all 
of  Lloyd's  pre-1993  liabilities. 

Although  U.S.  corporate  invest- 
ments in  Lloyd's  are  just  footholds 
now,  they  will  almost  certainly  grow. 
As  Names  resign  from  the  syndicates 
or  die — the  average  age  of  a  Lloyd's 
Name  is  60 — corporate  insurers  can 
replace  them.  As  business  grows,  syn- 
dicates can  add  capacity. 

Many  insurers  are  going  further, 
buying  the  managing  agencies  that 
run  the  syndicates  to  which  they're 
committing  capital.  This  gives  them 
fee  income  of  between  0.5%  and 
0.75%  of  premiums,  as  well  as  com- 
missions of  5%  to  15%  of  underwrit- 
ing profits.  Most  important,  buying 
managing  agencies  gives  investors 
control  over  their  investment:  If 
they're  not  happy  with  returns,  they 
can  replace  the  local  underwriters. 

St.  Paul  Cos.,  the  $20  billion 
(assets)  medical  malpractice  insurer, 
is  typical.  This  year  it  wrote  $70  mil- 
lion in  premiums  on  1 1  Lloyd's  syn- 
dicates, representing  8%  to  20%  of 
the  business  of  each  syndicate.  In 
July  the  Minnesota  company  said 
it  is  buying  two  managing 
^     agencies  situated  in  London 
|k    that  run  four  of  the  syndi- 
Hk    cates.  By  1998  it  plans  to 
Hi    concentrate  all  its  under- 
writing capital  on  those 
syndicates,  representing 
perhaps  half  the  capacity 
of  each.  The  company 
will    ultimately  write 
100%  of  the  business  on 
aLf    these  syndicates. 
/       A  growing  presence  in 
the  more  lucrative  overseas 
markets  should  give  American 
insurers    a    bigger    bang  for 
their  buck.  Ditto  for  investors  in 
their  stocks.  MM 
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Sometimes  the  best  laid  plans  need  a  little  help. 


Scotch™  Magic™  Tape  from  3M  has  been  helping  people  for  years.  When  we 
learned  that  farmers  were  taping  cracked  eggs  so  they  could  hatch,  we  knew 

t  another  great  use  had  been  born.  From  insulating  electrical  splices,  to  pin- 
striping  cars,  people  trust  Scotch"'  brand  tapes  for  strength,  consistency  and  value. 
It  all  comes  from  our  unique  coiporate  spirit- which  lets  us  make  the  leap 


We  help  deliver.  1 


3M  Innovation 

For  more  information,  call  I -800-3M-HELPS,  or  Internet:  http://www.mmm.com 


Now  Available  In  A  Faster-Acting  Formula. 
Introducing  The  Acura  3.0CL 


•  200-horsepower,  3.0-liter,  v-6  vtec  engine 

♦  Leather-appointed  interior' 

•  Six-speaker,  Acura/Bose®  Music  System  with  in-dash  CD  player 

♦  Automatic  Climate  Control  System 

•  Power  driver's  seat  with  power  walk-in  and  autoposition  features 

•  Power  moonroof  with  tilt  feature 

♦  Keyless  entry  system 

♦  Prices  start  around  $26,000^ 


/n  this  quick-relief,  immediate-gratification, 
need-it-now  world  in  which  we  live,  it  seemed  only 
appropriate  that  we  introduce  a  more  powerful  version 
of  our  already  popular  new  Acura  CL. 

We  started  by  packing  200  horsepower  into  a 


To  help  the  3.0CL  carve  corners,  it  has  a  4 -wheel 
independent  double-wishbone  suspension  with  front 
and  rear  stabilizer  bars.  And  to  grip  the  road,  V-rated 
Michelin"  tires  ride  on  16-inch  aluminum  alloy  wheels. 

Of  course,  at  heart,  it's  still  a  luxury  coupe  with 


lightweight,  3.0-liter  V-6  engine.  We  even  engineered  it  to 
travel  100,000  miles  before  a  scheduled  tune-up.  As  if 
that  weren't  enough  technological  wizardry,  this  engine 
turns  out  its  power  without  requiring  premium  fuel. 
Then  we  focused  on  putting  this  power  on  the  road. 


all  the  requisite  refinements.  And  a  list  of  standard 
features  that  includes  an  Acura/Bose*  CD  sound  system. 

It's  just  that  now  the  Acura  CL  is  available  in  extra 
strength.  With  no  harmful  side  effects. 
For  information,  call  1-800-TO-ACURA. 


enging  monopoly 


ITCH 


Global  competition  has  forced  American 
business  to  learn  about  customer  satisfaction, 
lean  management  and  fast  response  to  chang- 
ing market  conditions.  American  education 
has  never  learned  those  lessons. 

Instead,  our  school  systems  are  a  relic  of 
state  socialism  in  the  midst  of  a  dynamic  econ- 
omy. They  thrive  by  operating  as  a  govern- 
ment monopoly,  free  of  any  meaningful  stan- 
dards or  accountability  for  performance.  They 
are  managed  by  their  employees,  for  the  bene- 
fit of  their  employees,  with  minimal  concern 
for  "customer"  satisfaction. 

All  of  the  incentives  in  the  school  system 
are  backward.  The  more  students  in  a  school 
who  fail,  the  larger  the  level  of  public  subsi- 
dies to  the  school.  The  larger  the  number  of 
students  who  can  be  labeled  "special  educa- 
tion" or  "learning  disabled"  or  bilingual,  the 
greater  the  flow  of  public  funds.  There  are  no 
rewards  for  schools  that  educate  their  students 
very  well  or  reduce  the  number  of  students 
needing  special  programs. 

Being  a  government  monopoly,  the  school 
system  abhors  competition  and  choice.  Super- 
intendents and  school  boards  stand  together 
in  opposition  to  any  challenge  to  their  hege- 
monic control  over  public  funds  for  educa- 
tion. They  adamantly  refuse  to  permit  any 
experiments  that  might  demonstrate  a  better 
way  to  educate  children. 

In  1992  the  Organization  for  Economic 
Cooperation  &  Development  published  a 
study  of  schooling  in  ten  nations  that 
showed  our  own  system  to  be  top-heavy 
with  administrators  and  support  staff.  The 
U.S.  was  the  only  nation  in  which  a  majority 
(51%)  of  education  workers  were  not  teach- 
ers. By  contrast,  three-fourths  of  all  educa- 
tion staff  in  Australia,  Belgium,  France, 
Germany,  Japan  and  the  Netherlands 
teach  children. 

The  monopoly  works  very  well  for  the 
adults  who  work  for  it,  but  is  indifferent 
to  the  consumers  of  education — parents  and 
children.  The  single  most  important 
power  that  a  consumer  has — the  right  to  go 
elsewhere — does  not  exist  in  public 
education.  The  consumer  must  accept 
whatever  is  offered  in  the  public  sector  or 
else  pay  to  find  something  better.  Bad  luck 
to  those  who  lack  the  means  to  move  to  a 
better  neighborhood  or  to  pay  for  private 
school. 


The  inherent  problems  of  a  service  provid- 
ed by  a  government  monopoly  are  at  their 
worst  in  big  cities,  where  many  families 
cannot  afford  to  buy  private  education.  Scle- 
rotic bureaucracies  long  ago  ceased  to  func- 
tion effectively,  and  what  they  do  best  is  to 
provide  secure  jobs  and  pensions  for  their 
employees. 

In  big  cities,  the  central  bureaucracy  arro- 
gates to  itself  the  power  to  make  all  deci- 
sions about  hiring,  staffing,  maintenance, 
food  services,  transportation,  construction, 
security  and  curriculum.  It  cannot  trust 

Our  school  systems  are  a  relic  of 
state  socialism  in  the  midst 
of  a  dynamic  economy. 

principals  to  manage  their  own  budgets 
or  schools.  Nor  can  it  take  the  risk  of  sup- 
plying meaningful  standards  and  tests  that 
might  inform  parents  how  well  their  chil- 
dren are  doing. 

Any  effort  to  shake  up  the  status  quo  is 
called  an  attack  on  public  education,  as 
though  the  Founding  Fathers  meant  to  create 
the  cumbersome  bureaucracies  that  run  our 
big-city  schools  and  state  departments  of  edu- 
cation. Any  effort  to  provide  poor  children 
with  a  scholarship  to  leave  the  public  sector 
(as  college  students  regularly  do)  evokes 
claims  that  money  is  being  diverted  from  the 
public  schools. 

In  enthusiastically  supporting  Bill  Clinton, 
the  providers  of  public  education  have  bet  on 
a  candidate  who  is  committed  to  protect  their 
monopoly  over  public  funding.  Nevertheless, 
this  game  cannot  be  continued  indefinitely. 
The  tide  everywhere  is  running  against 
monopolies.  In  state  after  state,  community 
after  community,  parents  are  looking  for 
something  better  for  their  children,  knowing 
that  the  world  of  work  grows  increasingly 
competitive. 

In  the  past  five  years  25  states  have  passed 
charter  laws  that  allow  parents  and  teachers  to 
break  out  of  the  system.  Public  opinion  polls 
show  a  steady  increase  in  support  for  some 
kind  of  voucher  system. 

Some  of  these  approaches  will  work;  others 
will  not.  But  we  will  never  know  unless  we  try. 
And  until  we  insist  that  student  perfor- 
mance— not  good  intentions — be  the  measure 
of  our  schools.  H 
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GE  Capital  Assurance 


We  all  aspire  to  be  self-reliant.  Unfortunately,  2  out  of  every  5  people  over  age  65  are  expected 
to  spend  time  in  a  nursing  home.  That's  why  GE  Capital  Assurance  offers  long  term  care  insurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and 
better  nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444 
or  ask  a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

We  bring  good  things  to  life. 
A  GE  Capital  Services  Company 

©  1 996  GE  Capital  Assurance.  Coverage  in  New  York  is  underwritten  by  GE  Capital  Life  Assurance  Company  of  New  York. 


How  do  you  cope  as  a  high-cost  producer  when  new  forces 
of  competition  and  deregulation  sweep  through  your  industry? 

Blocking  tactics 


By  Toni  Mack 

Don  Jordan,  chairman  of  elec 
trie  utility  holding  company 
Houston  Industries, 
fights  deregulation. 
James    Rogers  of 
Cincinnati's  Cinergy 
Corp.,  which  is  also  an 
electric  company,  welcomes 
deregulation.  When  they  met 
at  the  1992  Republican  Party 
convention  in  Houston,  Jordan  let 
fly  a  few  choice  words  at  Rogers: 
"You  don't  understand  this  industry, 
and  you  should  get  the  f—  out  of  it!" 

Far  from  getting  out,  Jim  Rogers 
has  continued  to  prepare  Cinergy  for 
the  day  when  retail  and  industrial 
consumers  can  buy  their  electricity 
from  whomever  they  choose.  Ciner- 
gy is  today  one  of  the  country's  best 
electric  companies,  a  very  desirable 
property  for  other  forward- thinking 
power  providers. 

Don  Jordan  has  been  making 
waves,  too,  but  of  a  different  sort. 

In  August  Jordan  announced  that 
his  $3.7  billion  (revenues)  Houston 
Industries  will  pay  $3.8  billion  in 
stock  for  $3  billion  (revenues) 
NorAm  Energy  Corp.  This  followed 
by  a  few  months  an  announcement 
by  Texas  Utilities  Co.  that  it  will 
spend  $1.7  billion  for  its  Dallas 
neighbor,  Enserch  Corp. 

These  two  mergers  have  much  in 
common.  In  each  case  an  electric  util- 
ity is  buying  the  natural  gas  utility  on 
its  home  turf.  The  idea,  say  Texas 
Utilities  Chief  Executive  Erie  Nye 
and  Houston  Industries'  Jordan,  is  to 
make  both  partners  more  powerful 
competitors  when  the  gas  and  elec- 
tricity industries  are  fully  deregulated, 
probably  within  the  next  few  years. 
"We  can  cut  costs  on  billing  and  cus- 
tomer service,  and  offer  our  cus- 
tomers comprehensive  energy  ser- 
vices," beams  Nye. 

But  don't  assume  these  economies 
will  be  passed  along  to  consumers. 


These  are  strategic  mergers.  They  are 
meant  to  dull  the  impact  of  utility 
deregulation  and  competition  on 
energy  prices.  By  buying  the  local  gas 
utility,  Jordan  and  Nye  are  eliminat- 
ing a  potential  rival  for  their  own 
power  customers.  Just  as  important, 
they  are  also  keeping  that  potential 
rival  out  of  the  hands  of  some  other 
competitor  who  might  try  to  use  the 
gas  company  to  break  into  the  local 
Dallas  or  Houston  energy  market. 

This  is  a  powerful  strategy.  Expect 
more  such  mergers  in  the  months 
ahead.  "Market  share  is  up  for 
grabs,"  says  Morgan  Stanley  utilities 
analyst  Kit  Konolige,  "and  the  easiest 


way  to  achieve  it  is  through  acquisi- 
tion." Particularly  attractive  candi- 
dates: Peoples  Energy,  Brooklyn 
Union  Gas  and  Pacific  Enterprises. 
(For  these  and  other  merger  candi- 
dates, see  table  on  page  61.) 

Houston  Industries  and  Texas 
Utilities  deny  any  effort  to  stymie 
competition.  "[Competitors']  access 
to  the  customer  won't  be  restrained 
by  our  owning  Enserch,"  says  tu's 
Nye.  Maybe  but  the  mergers  still  look 
like  moves  aimed  at  making  it  harder 
for  competitors  to  move  in.  When 
gas  and  electricity  are  completely 
deregulated,  all  competitors  will  have 
access  to  the  pipes  and  the  wires  into 
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Now  men  who  suffer  from 

frequent  nighttime  urination  can... 


SI 


ee 


CARDURA*.  Tke  fast,  easy  treatment 
for  frequent  nighttime  urination  due  to  BPH. 


Frequent  nighttime  urination  is  a  common  and  bothersome 
symptom  of  benign  prostatic  hyperplasia  (BPH),  a  noncancerous 
enlargement  of  the  prostate  gland  occurring  most  often  in  men 
over  the  age  of  50. 

Cardura  is  a  simple,  once-daily  tablet  that  quickly  relieves 
urination  problems  caused  by  BPH,  meaning  your  bladder  can 
empty  completely  and  you  won  t  have  to  wake  up  as  often  at 
night  to  go  to  the  bathroom. 

Cardura  may  begin  to  improve  urinary  flow — day  and  night — in 
as  little  as  1  to  2  weeks. 

Cardura  is  available  only  by  prescription.  So  ask  your  physician  if 
Cardura  is  right  for  you — if  it  is,  your  doctor  can  provide  you 
with  a  trial  pack  to  get  you  started. 

Cardura  can  cause  a  sudden  drop  in  blood  pressure  at  the 
beginning  of  treatment  or  if  you  miss  doses  and  then  start 
taking  the  medication  again.  You  may  feel  dizzy,  faint,  or 
light-headed,  particularly  after  getting  up  from  a  chair  or  bed. 
Speak  to  your  doctor  about  oral  medications  like  Cardura 
and  other  treatment  options  for  BPH  such  as  regular 
monitoring  of  the  condition  or  surgery. 


ONCE-A-DAY 

CARDURA© 

(doxazosin  mesylate)? 


Scored  Tablets 
mg,  2  mg,  4  mg,  8  mg 


PL 


important  information  on  the  next 


ct  page. 


Cardura.  Because  BPH  shouldn't  be  som      ing  to  lose  sleep  over. 


PATiEN  f  INFORMATION  ABOUT  CARDURA* 
Generic  Name: 
doxazosin  mesylate 
FOR  BENIGN  PROSTATIC  HYPERPLASIA  (BPH) 


Read  this  information: 

•  before  you  start  taking  CARDURA" 

•  each  time  you  get  a  new  prescription. 

You  and  your  doctor  should  discuss  this  treatment  and  your 
BPH  symptoms  before  you  start  taking  CARDURA-"  and  at  your 
regular  checkups.  This  information  does  NOT  take  the  place  of 
discussions  with  your  doctor 

CARDURA*  is  used  to  treat  both  benign  prostatic  hyperplasia 
(BPH)  and  high  blood  pressure  (hypertension).  This  information 
describes  CARDURA"  as  treatment  for  BPH  (although  you  may  be 
taking  CARDURA"  for  both  your  BPH  and  high  blood  pressure). 

What  is  BPH? 

BPH  is  an  enlargement  of  the  proslate  gland.  This  gland  surrounds 
the  tube  thai  drains  the  urine  from  the  bladder.  The  symptoms  of 
BPH  can  be  caused  by  a  tensing  of  the  enlarged  muscle  in  the 
prostate  gland  which  blocks  the  passage  of  urine.  This  can  lead  to 
such  symptoms  as: 

•  a  weak  or  starl-and-stop  stream  when  urinating 

•  a  feeling  that  the  bladder  is  not  completely  emptied  after 
urination 

•  a  delay  or  difficulty  in  the  beginning  of  urination 

•  a  need  to  urinate  often  during  the  day  and  especially  af  night 

•  a  feeling  that  you  must  urinate  immediately. 

Treatment  Options  lor  BPH 

The  four  main  treatment  options  for  BPH  are: 

•  If  you  are  not  bothered  by  your  symptoms,  you  and  your 
doctor  may  decide  on  a  program  of  "watchful  waiting."  It  is 
not  an  active  Ireatment  like  taking  medication  or  surgery  but 
involves  having  regular  checkups  lo  see  if  your  condition  is 
getting  worse  or  causing  problems. 

•  Trealmenl  with  CARDURA®  or  other  similar  drugs.  CARDURA* 
is  the  medicalion  your  doctor  has  prescribed  for  you.  See 
"What  CARDURA-  Does,"  below. 

•  Treatment  with  the  medication  class  of  5-alpha  reductase 
inhibitors  (e.g.  Proscar5).  It  can  cause  the  prostate  to  shrink. 
It  may  lake  6  months  or  more  for  the  full  benefit  of  finasteride 
to  be  seen. 

•  Various  surgical  procedures.  Your  doctor  can  describe  these 
procedures  to  you.  The  best  procedure  for  you  depends  on 
your  BPH  symptoms  and  medical  condition. 

What  CARDURA'  Does 

CARDURA"  works  on  a  specific  type  of  muscle  found  in  the 
prostate,  causing  it  to  relax.  This  in  turn  decreases  the  pressure 
within  the  prostate,  thus  improving  the  flow  of  urine  and  your 
symptoms. 

•  CARDURA5  helps  relieve  the  symptoms  of  BPH  ( weak  stream, 
start-and-stop  stream,  a  feeling  that  your  bladder  is  not  com- 
pletely empty,  delay  in  beginning  of  urination,  need  to 
urinate  often  during  the  day  and  especially  at  night,  and 
feeling  that  you  must  urinate  immediately).  It  does  not 
change  the  size  of  the  prostate.  The  prostate  may  conlinue  to 
grow;  however,  a  larger  prostate  is  not  necessarily  related  to 
more  symptoms  or  to  worse  symptoms.  CARDURA-  can 
decrease  your  symptoms  and  improve  urinary  flow,  without 
decreasing  the  size  of  the  prostate. 

•  If  CARDURA*  is  helping  you,  you  should  notice  an  effect 
within  1  to  2  weeks  after  you  start  your  medication.  CARDURA- 
has  been  studied  in  over  900  patients  for  up  to 
2  yec'fS  and  the  drug  has  been  shown  to  continue  to  work 
during  long-term  treatment. 

Even  though  you  take  CARDURA  and  it  may  help  you, 
CARDURA*  may  not  prevent  the  need  'or  surgery  in  the 
future 

•  CARDURA'  does  not  affect  PSA  levels.  PSA  is  the 


abbrevialion  for  Prostate  Specific  Antigen.  Your  doctor  may 
have  done  a  blood  test  called  PSA.  You  may  want  to  ask  your 
doctor  more  about  this  if  you  have  had  a  PSA  test  done. 

Other  Important  Facts 

•  You  should  see  an  improvement  of  your  symptoms  within 
1  to  2  weeks.  In  addition  to  your  other  regular  checkups  you 
will  need  to  continue  seeing  your  doctor  regularly  to  check 
your  progress  regarding  your  BPH  and  to  monitor  your 
blood  pressure. 

•  CARDURA'  (doxazosin  mesylate)  is  not  a  treatment*  for 
prostate  cancer.  Your  doctor  has  prescribed  CARDURA*  for 
your  BPH  and  not  for  prostate  cancer:  however,  a  man  can 
have  BPH  and  prostate  cancer  at  the  same  time.  Doctors 
usually  recommend  that  men  be  checked  for  prostate  cancer 
once  a  year  when  they  turn  50  (or  40  if  a  family  member  has 
had  prostate  cancer).  A  higher  incidence  of  prostate  cancer 
has  been  noted  in  men  of  African-American  descent.  These 
checks  should  continue  even  if  you  are  taking  CARDURA." 

How  To  Take  CARDURA  *  and  What  You  Should 
Know  While  Taking  CARDURA"  for  BPH 

CARDURA*  Can  Cause  a  Sudden  Drop  in  Blood  Pressure 
After  the  VERY  FIRST  DOSE.  You  may  feel  dizzy,  faint  or 
"light-headed,"  especially  after  you  stand  up  from  a  lying  or 
sitting  position.  This  is  more  likely  to  occur  after  you've  taken  the 
first  few  doses  or  if  you  increase  your  dose,  but  can  occur  at  any 
time  while  you  are  taking  the  drug.  It  can  also  occur  if  you  stop 
taking  the  drug  and  then  restart  treatment.  If  you  feel  very  dizzy, 
faint  or  "light-headed"  you  should  contact  your  doctor.  Your 
doctor  will  discuss  with  you  how  often  you  need  to  visit  and  how 
often  your  blood  pressure  should  be  checked. 

Your  blood  pressure  should  be  checked  when  you  start  taking 
CARDURA'  even  if  you  do  not  have  high  blood  pressure 
(hypertension).  Your  doctor  will  discuss  with  you  the  details  of 
how  blood  pressure  is  measured. 

Blood  Pressure  Measurement:  Whatever  equipment  is  used,  it 
is  usual  for  your  blood  pressure  to  be  measured  in  the  following 
way:  measure  your  blood  pressure  after  lying  quietly  on  your  back 
for  five  minutes.  Then,  after  standing  for  two  minutes  measure 
your  blood  pressure  again.  Your  doctor  will  discuss  with  you  what 
other  times  during  the  day  your  blood  pressure  should  be  taken, 
such  as  two  to  six  hours  after  a  dose,  before  bedtime  or  after 
waking  up  in  the  morning.  Note  that  moderate  to  high-intensify 
exercise  can,  over  a  period  of  time,  lower  your  average  blood 
pressure. 

You  can  take  CARDURA*  either  in  the  morning  or  al  bedtime 
and  it  will  be  equally  effective.  If  you  take  CARDURA®  at  bedtime 
but  need  to  get  up  from  bed  to  go  to  the  bathroom,  get  up  slowly 
and  cautiously  until  you  are  sure  how  the  medicalion  affects  you. 
It  is  important  to  get  up  slowly  from  a  chair  or  bed  at  any  time 
until  you  learn  how  you  react  to  CARDURA  "  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the  effects  of  the 
medication.  If  you  begin  to  feel  dizzy,  sit  or  lie  down  until  you  feel 
better. 

•  You  will  start  with  a  1  mg  dose  of  CARDURA'  once  daily. 
Then  the  once  daily  dose  will  be  increased  as  your  body 
gets  used  to  the  effects  of  the  medication.  Follow  your 
doctor's  instructions  about  how  to  take  CARDURA.'"  You 
must  take  it  every  day  at  the  dose  prescribed.  Talk  with  your 
doctor  if  you  don't  take  it  for  a  few  days  for  some  reason;  you 
may  then  need  to  restart  the  medication  at  a  1  mg  dose,  in- 
crease your  dose  gradually  and  again  be  cautious  about 
possible  dizziness.  Do  not  share  CARDURA'  with  anyone 
else;  it  was  prescribed  only  for  you. 

•  Other  side  effects  you  could  have  while  faking  CARDURA* 
in  addition  to  lowering  of  the  blood  pressure,  include  dizzi- 
ness, fatigue  (tiredness),  swelling  of  the  feet  and  shortness 
of  breath.  Most  side  effects  are  mild.  However,  you  should 
discuss  any  unexpected  effects  you  notice  with  your  doctor. 

•  Keep  CARDURA*  and  all  medicines  out  of  the  reach  of 
children. 

FOR  MORE  INFORMATION  ABOUT  CARDURA  AND  BPH 
TALK  WITH  YOUR  DOCTOR,  NURSE,  PHARMACIST  OR 
OTHER  HEALTH  CARE  PROVIDER. 

PFIZER,  INC  70-5039-00-0 
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customers'  homes  and  businesses 
(just  as  long-distance  phone  outfits 
now  have  access  to  AT&T's  wires). 

Enserch's  Lone  Star  Gas  unit  is  a 
trusted  name  around  Dallas.  When 
full  deregulation  comes,  Enserch 
could  compete  against  Texas  Utilities 
by  offering  electric  power  as  well  as 
gas  and  siphon  off  TU  customers.  And 
if  Enserch  teamed  up  with  another 
player  from  the  power  business — say, 
a  nimble,  low-cost  marketer  like  Cin- 
ergy or  Louisville's  lg&e  Energy — 
Enserch  would  be  a  truly  formidable 
competitor.  In  Houston,  NorAm 
could  do  the  same  thing  to  Houston 
Industries.  The  mergers  forestall  this 
possibility. 

By  Texas  standards,  Houston 
Industries  and  Texas  Utilities  are 
high-cost  producers,  thanks  mainly  to 
some  very  expensive  nuclear  plants 
that  regulators  have  allowed  them  to 
fold  into  their  rate  base.  New  laws  are 
allowing  utilities  that  need  to  buy 
extra  power  to  shop  around  for  the 
cheapest  juice.  Given  the  chance,  TU's 
and  Houston  Industries'  customers 
are  fleeing.  Among  them:  Fort 
Worth's  tnp  Enterprises  and  Rock- 
wall, Tex. -based  Rayburn  Country 
Electric  Cooperative. 

Randy  Ownby  oversees  bulk  power 
purchasing  for  TNP  Enterprises,  an 
electric  utility.  He  now  buys  $75  mil- 
lion worth  of  power  a  year  from 
Texas  Utilities,  at  4.5  cents/kwh.  But 
TNP's  contract  with  TU  ends  on  Ian. 
1,  1999,  and  Ownby  has  already 
taken  bids  from  other  utilities  and 
independent  power  marketers  that 
hope  to  displace  TU.  "The  bids  came 
in  around  2.5  cents  a  kilowatt-hour," 
reports  Ownby — nearly  45%  below 
tu's  current  wholesale  price,  and 
nearly  40%  below  Houston  Indus- 
tries' 4  cents/kwh  wholesale  rate. 

If  retail  prices  drop  as  much  as  the 
wholesale  rate,  Texas  residents  will 
soon  be  paying  less  than  5 
cents/kwh,  versus  the  8  cents/kwh 
they  are  now  charged  by  Houston 
Industries  and  Texas  Utilities.  This 
could  happen  as  soon  as  1998.  It 
would  spell  real  trouble  for  Texas 
Utilities  and  Houston  Industries.  At 
TU,  retail  buyers  account  for  94%  of 
corporate  revenues;  at  Houston 
Industries,  88%. 

Competitors  are  already  circling.  In 
recent  months  Houston's  Destec 
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Merger  mates? 


Gas  utilities 

Company 

headquarters 

— Latest  fiscal  year — 
revenues      net  income 
($mil)  ($mil) 

 EPS 

Recent 
price 

Stock 
market 
value 
($mil) 

Features 

latest 
12  months 

1996 
est 

Brooklyn  Union  Gas 

Brooklyn,  N.Y. 

$1,216 

$91.5 

$1.95 

$2.01 

273/4 

$1,376 

Same  turf  as 
high-priced  electric 
utility  Consolidated  Edison. 

Equitable  Resources 

Pittsburgh,  Pa. 

1,426 

1.5 

0.42 

1.65 

28% 

996 

Owns  a  good-size  oil-and-gas 
exploration  unit. 

MCN 

Detroit,  Mich. 

1    A  AO 

yb.o 

2.33 

1.65 

27 

1,805 

Same  turf  as  high-priced  electric 
utility  DTE  Energy.  Aggressive  manage- 
ment, much  diversification. 

Nicor 

Naperville,  III. 

1  700 

1  70  A 

2.85 

2.31 

34% 

1,723 

Attractive  territory, 

strong  balance  sheet, 

plus  sizable  ocean  shipping  unit. 

Pacific  Enterprises 

Los  Angeles,  Calif. 

2,343 

175.0 

2.34 

2.21 

30 

2,545 

U.S.'  biggest  gas  utility, 
on  same  turf  as  high-priced 
electric  utility  Edison  International. 

Peoples  Energy 

Chicago,  III. 

1,033 

62.2 

2.83 

2.56 

34% 

1,210 

Same  turf  as 
high-priced  electric 
utility  Unicom. 

Questar 

Salt  Lake  City,  Utah 

649 

83.3 

2.28 

2.33 

35'/4 

1,435 

Owns  gas  pipeline,  marketing 
and  exploration  units. 

Gas  pipelines 

Company 

headquarters 


— Latest  fiscal  year- 


-EPS- 


Recent 


Coastal 

Houston,  Tex. 

Columbia  Gas 

Wilmington,  Del. 

El  Paso  Natural  Gas 

El  Paso,  Tex. 


PanEnergy 

Houston,  Tex. 


Sonat 

Birmingham,  Ala. 

Williams  Cos. 

Tulsa,  Okla. 


revenues  net  income  latest  1996  price 
($mil)         ($mil)       12  months  est 


$10,448       $253.0  $2.71     $2.92  413/s 


2,417       -432.3  -8.69      4.07  56 


1,003  85.4  0.95       2.76      44 V2 


4,898         303.6  2.22       2.32  345, 


1,990         192.9  2.60       2.22  45 


2,856         284.1  2.08      3.14  51 


Stock 
market 
value 
($mil) 

$4,352 


3,083 


1,604 


5,201 


3,881 


5,338 


Features 


Pipeline  into  big  midwestern  markets. 
Has  gas  and  power  marketing  joint 
venture  with  Westcoast  Energy. 

Owns  2  pipelines 
and  8  gas  utilities  in 
Midwest  and  East. 

Pending  purchase  of  Tenneco  assets 
will  make  it  second-largest  pipeline 
after  Enron. 

Connects  to  both  Midwest  and  Northeast. 
Big  gas  marketing  operation.  Young, 
aggressive  management. 

Biggest  presence  in 
Southeast  markets,  plus  gas 
exploration  unit. 

Pipelines  into  Midwest  and  Northeast, 
plus  profitable  telecom  sideline. 
Sharp  management. 


The  companies  shown  in  these  tables  may  seek  merger  partners  to  help  them  compete  when  both  natural 
gas  and  electricity  are  fully  deregulated.  The  gas  utilities  are  likely  takeover  candidates.  The  pipelines 
and  electric  utilities  may  be  either  shark  or  prey. 
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Information  warfare:  The  ability  to  exploit,  deceive  and  disrupt  adversary 
information  systems  while  simultaneously  protecting  our  own.  Advanced  battle 
management :  The  ability  to  provide  an  accurate  and  integrated  picture  of  the 
battlefield,  including  possible  targets,  threats  and  friendly  forces,  and  commu- 
nicate in  real  time.  Northrop  Grumman  has  the  ability  to  create  these  systems 
and  integrate  them  within  an  array  of  surveillance  and  precision-strike  plat- 
forms. And  in  the  future,  when  conflicts  will  be  resolved  with  information  as 
well  as  hardware,  these  capabilities  will  be  indispensable.  Northrop  Grumman. 
Systems  integration,  defense  electronics,  military  aircraft,  precision  weapons, 
commercial  and  military  aerostructures.  The  right  technologies.  Right  now. 


Electee  utilities 


Compar 

headq 


— Latest  fiscal  year — 
revenues      net  income 


($mil) 


($mil) 


American  Electric  Power    $5,670  $529.9 
Columbus,  Ohio 


Cinergy 

Cincinnati,  Ohio 

Dominion  Resources 

Richmond,  Va. 

Duke  Power 

Charlotte,  N.C. 

Entergy 

New  Orleans,  La. 

KU  Energy 

Lexington,  Ky. 

LG&E  Energy 

Louisville,  Ky. 

Nipsco  Industries 

Hammond,  Ind. 


PacifiCorp 

Portland,  Ore. 


Scana 

Columbia,  S.C. 

Southern  Co. 

Atlanta,  Ga. 

Western  Resources 

Topeka,  Kans. 


3,031 

4,652 

4,677 
6,274 

686 
1,403 
1,480 


Oklahoma  Gas  &  Electric  1,302 
Oklahoma  City,  Okla. 


3,401 


347.2 

425.0 

665.6 
484.6 

76.1 
82.8 
99.4 
122.9 
466.6 


1,353  168.3 


9,180  1,103.0 


1,572  168.3 


 EPS   Recent 

latest  1996  price 
12  months  est 


2.23   .    2.31  307/s 

2.75  3.06  38Va 

3.31  3.40  467/s 

1.62  2.42  263A 

2.36  2.10  285/s 

1.27  1.54  22'/4 

2.53  2.81  36V* 

3.36  3.20  397/s 

1.71  1.57  20?/8 

2.04  1.93  263/a 

1.72  1.74  22l/2 
2.84  2.72  29'/8 


Stock 
market 
value 
($mil) 


$3.10      $3.08       403A  $7,619 


4,868 

6,782 

9,603 
6,100 

1,083 
1,475 
2,225 
1,610 
6,123 

2,747 

15,075 

1,840 


Features 


Colossus  of  the  Midwest, 
with  low  costs, 

financial  strength,  geographic  reach. 

Very  low  costs.  Aggressive 
management  with  gas 
background. 

Low  cost,  attractive  turf, 
plus  independent  power 
and  oil  exploration  units. 

Big,  financially 

strong,  sharp  management. 

Strong  cash  flow. 
Management  wants  growth 
in  the  U.S.  and  abroad. 

Very  low  costs. 

Low  costs,  plus  the  second-largest  nation- 
wide power  marketing  unit  after  Enron. 

Access  to  major 
midwestern  markets. 

Low  costs.  Houston  Industries  or 
Texas  Utilities  may  be  interested. 

Big,  low  cost. 
Management  explicitly 
wants  a  national  reach. 

Low  costs,  good  growth, 
attractive  nonutility 
investments. 

Behemoth  could  swallow  anything. 
Known  to  have  pondered  a 
$12  billion  (British)  acquisition. 

Very  aggressive  management, 
now  engaged  in  hostile  bid  for 
Kansas  City  Power  &  Light. 


Sources:  Market  Guide  and  IBES,  Inc.  via  OneSource  Information  Services;  Morgan  Stanley;  Forbes. 


Energy  and  other  independent  power 
producers  have  lured  some  of 
Jordan's  big  customers,  like  Lyondell 
Petrochemical  and  Phillips  Petrole- 
um's Houston  Chemical  Complex, 
into  buying  power  from  their  cogen- 
eration  plants.  This  takes  these  cus- 
tomers off  Houston  Industries' 
system,  lg&e  has  stolen  one  of  Texas 
Utilities'  wholesale  customers,  the 
350-megawatt  Rayburn  Country 
Electric  Cooperative.  Among  the 
slew  of  companies  angling  for  a  piece 
of  Texas'  $16  billion  retail  energy 


business:  Wichita's  Koch  Industries, 
New  Orleans'  Entergy  Corp.,  Hous- 
ton's Enron  Corp. 

Taking  a  leaf  from  the  Baby  Bells' 
playbook,  Jordan  and  Nye  are  trying 
to  slow  the  deregulation  juggernaut 
by  hobbling  it  with  legal  challenges 
and  political  red  tape.  Jordan  spent 
$70  million  of  Houston  Industries' 
money  last  year  on  legal  help  to 
wrangle  with  the  Texas  Public  Utili- 
ties Commission,  and  another  $2.4 
million  lobbying  state  lawmakers.  On 
TU's  behalf  Nye  spent  nearly  $15  mil- 


lion on  lawyers  and  lobbyists. 

In  another  example  of  trying  to 
restrain  deregulation,  two  high-cost 
electric  utilities  in  Ohio — Ohio 
Edison  and  Centerior  Energy — 
announced  merger  plans  last  month. 

Watching  in  dismay  is  Enron 
Chairman  Kenneth  Lay.  Houston- 
based  Enron  is  the  U.S.'  biggest  gas 
marketer  and  hopes  to  repeat  the  feat 
in  electricity.  "It's  frustrating,"  sighs 
Lay.  "Some  utilities  just  have  an  awful 
lot  of  influence.  But  in  the  end,  com- 
petition will  prevail." 
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Paradise 
under  siege 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is 
president  of  A.  Gary 
Shilling  &  Co.,  eco- 
nomic consultants  and 
investment  advisers. 
His  firm  publishes 
Insight,  a  monthly 
newsletter  covering  the 
business  outlook  and 
investment  strategy. 


Martin  was  unhappy.  "We  wanted  to  buy 
800  acres  adjoining  our  ranch,"  he  drawled, 
"to  expand  our  cow  and  calf  operation.  We 
could  pay  $100,000,  maybe  even  $130,000, 
if  our  friendly  banker  was  really  friendly.  But 
some  stockbroker  from  San  Francisco  bought 
the  spread  for  $800,000." 

Martin  and  his  laconic  brother  Jack 
were  fellows  my  family  and  I  rented  horses 
from  in  August  when  we  visited  Paradise 
Valley,  Mont.,  just  north  of  Yellowstone 
National  Park.  Like  a  lot  of  locals,  they 
are  basically  ranchers,  but  supplement 
their  income  with  tourism. 

Though  Martin  may  have  been  more 
interested  in  land  prices  than  in  the  scenery 
that  day,  it  is  some  of  the  most  magnificent 
landscape  in  the  world.  Our  family  spent  a 
week  at  a  friend's  ranch  house  right  on  the 
river,  surrounded  by  snowcapped  moun- 
tains. Besides  riding  horses  we  enjoyed 
trout  fishing,  hiking  and  day  trips  to  Yel- 
lowstone Park,  and  Virginia  City  and 
Nevada  City,  1860s  gold  mining  boom- 
towns.  Furthermore,  getting  there  wasn't 
tough.  We  flew  from  the  New  York  area  to 
Minneapolis  and  then  nonstop  by  jet  to 
Bozeman,  Mont.,  only  an  hour's  drive  from 
the  ranch. 

But  this  accessible  beauty  is  the  source  of 
Martin's  complaint.  Montana  has  become  an 
"in"  place  for  people  who  enjoy  active  out- 
door activities.  It  boasts  some  of  the  best  fly- 
fishing in  the  country.  California  residents 
revel  in  the  wide  open  spaces,  and  Vail-weary 
folks  see  it  as  an  escape  to  nature  and  the 
simpler  life. 

But  though  Martin  derives  revenue  from 
the  nature-loving  outsiders,  they  also,  as  he 
complains,  outbid  him  for  irrigated  ranching 
land  and  thereby  make  ranching  less  prof- 
itable for  him.  He  can  no  longer  poison 
gophers  which  dig  holes  that  cattle  and 
horses  stumble  into  and  break  legs.  The 
wolves  that  were  reintroduced  into  Yellow- 
stone Park  follow  the  elk  out  of  the  park  to 
their  winter  feeding  grounds  and  threaten 
livestock.  But  what  really  bothers  our  friend 
Martin,  and  other  ranchers,  is  that  while  land 
costs  are  leaping  as  a  result  of  the  influx  of 
outsiders  with  money,  beef  prices  are  falling. 

In  the  late  1980s  cattle  prices  rose,  and  in 


time-honored  fashion,  ranchers  overexpand- 
ed  their  herds.  The  resulting  excess  supply 
was  compounded  by  health-conscious  Ameri- 
cans' trimming  their  beef  consumption.  The 
ranchers  were  squeezed  between  ample  sup- 
plies and  shrinking  demand.  Some  I  talked  to 
also  groused  about  rising  equipment  costs, 
and  they  are  right.  Prices  of  the  feeder  cattle 
they  sell  are  where  they  were  a  decade  ago, 
while  agricultural  equipment  prices  are  up 
50%.  "And  to  top  it  off,"  one  noted,  "the 

While  land  costs 

are  leaping  as  a  result 

of  the  influx  of 

outside  buyers, 

beef  prices  are  falling. 


steaks  my  wife  buys  in  the  supermarket 
haven't  dropped  a  penny" 

In  Paradise  Valley,  Jim  is  the  very  model  of 
the  cowboy — rough- hewn  with  an  appropri- 
ately worn  broad-brimmed  felt  hat.  He  stays 
up  nights  with  the  cows  at  calving  time,  and 
even  rolls  his  own  cigarettes.  However  we 
met  Jim  not  as  a  rancher  but  as  our  fishing 
guide.  More  and  more  of  his  time  is  spent 
steering  boats  of  flycasters  down  the  Yellow- 
stone in  the  summer  and  shepherding  elk 
hunters  in  the  winter.  If  ranchers'  incomes 
are  dwindling,  the  tourists  may  fill  the  gap. 

Martin  and  Jack  may  not  be  able  to 
expand  their  ranch,  but  their  trail  ride  busi- 
ness is  thriving.  They  are  fixing  up  an  old  log 
cabin  as  a  site  for  breakfasts  after  dawn  rides 
by  saddle-sore  tourists.  Although  the  locals 
resent  the  transition  from  ranching  to  recre- 
ation, their  incomes  will  benefit  from  it. 

And  tourism  can  only  grow.  Ranches  with 
gorgeous  vistas  are  selling  for  $1,000  to 
$2,000  per  acre,  and  probably  will  appreciate 
with  the  development  that  is  clearly  under 
way.  I  saw  a  few  ranches  already  being  sub- 
divided into  5-  to  10-acre  home  sites. 

This  is  progress,  I  suppose,  but  the 
ranchers  aren't  the  only  ones  who  feel 
ambivalent  about  Montana's  transition 
from  agriculture  to  tourism.  Now  that  my 
family  has  found  Paradise  Valley,  we,  too, 
want  to  build  a  fence  and  keep  our  fellow 
greenhorns  out.  WM 
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While  the  tobacco  industry  worries  about  Wendell  Gauthier, 
the  New  Orleans  trial  lawyer  may  have  worries  of  his  own. 

The  great  performer 


By  Graham  Button 


Wendell  Gauthier 

His  boyish  grin  doesn't  betray  the  slightest  anxiety  about  an  FBI  probe. 
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Wendell  Gauthier  is  said  to  be 
under  investigation  by  the  Federal 
Bureau  of  Investigation.  You  would 
never  know  it  from  the  boyish  grin 
that  spreads  across  his  face.  "Let  'em 
investigate,"  says  Gauthier,  who  has 
become  the  king  of  an ti tobacco  torts. 

The  FBI's  question:  What  about 
Gauthier's  involvement  in  an  $800 
million-plus  deal  to  build  a  land- 


based  casino  in  New  Orleans?  Did  he 
improperly  influence  members  of  the 
state  authority  that  in  1993  awarded 
him  and  his  associates  the  license  for 
what  was  to  be  a  Harrah's  Entertain- 
ment, Inc.  casino?  The  project  went 
into  Chapter  11  in  November  1995, 
a  victim  of  overly  optimistic  earnings 
projections. 

Gauthier,  meanwhile,  has  other  fish 


to  fry.  He  is  lead  attorney  in  the  case 
known  as  Dianne  Castano  et  al.  v.  the 
American  Tobacco  Co.  et  al.  Gauthier 
assembled  a  battalion  of  60  plaintiff 
firms  to  fight  the  legal  army  mustered 
by  the  tobacco  industry.  He  functions 
as  a  sort  of  Eisenhower,  keeping  the 
Pattons  and  Montgomerys  of 
the  plaintiffs'  bar  from  warring 
among  themselves. 


Harrah's  casino 
in  the  Big  Easy 
What  was 
supposed  to  be 
a  sure  bet  for 
Gauthier  and 
other  investors 
turned  into  the 
biggest  financial 
debacle  in  the 
history 

of  the  gaming 
business. 
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U.S.  Congressman  Cleo  Fields 

Jazzville  partners  bragged  that  he  helped  them  win  the  casino  license.  They  helped  him  win  reelection. 


In  May  a  federal  appellate  panel  in 
New  Orleans  ruled  for  the  tobacco 
industry.  It  overturned  a  lower  court 
ruling  that  would  have  allowed  Cas- 
tano  to  proceed  as  a  national  class- 
action  lawsuit. 

Counterattacking,  Gauthier  and  his 
troops  have  filed  class-action  and 
individual  lawsuits  against  the  tobac- 
co companies  in  eight  state  courts 
around  the  country.  More  will  follow 
shortly.  "I  think  we're  much  better  at 
guerrilla  warfare  than  they  are,"  says 
the  5  3 -year-old  attorney. 

The  spin  is  vintage  Gauthier  (pro- 
nounced Goat-chay).  Setbacks  seem 
almost  to  stimulate  him.  "If  you  had 
Wendell  by  the  throat  taking  his  last 
breath  away,"  says  New  Orleans 
attorney  and  lobbyist  OB.  Forgot- 
ston,  "he'd  wink  at  you  so  you'd 
think  you  weren't  hurting  him.  He's 
very  hard  to  get  down." 

Though  he's  as  irrepressible  as  a 
court  jester,  Gauthier  is  deadly  seri- 
ous about  dramas  that  unfold  in  the 
courtroom.  His  firm,  Gauthier  & 
Murphy,  was  perhaps  the  first  in  the 
country  to  stage  full  mock  trials  in 


the  mid-1970s.  Today  his  offices  have 
a  built-in  courtroom  that  seats  18 
jurors.  An  employment  agency  finds 
mock  jurors  who  match  the  demo- 
graphic profile  of  actual  juror  pools 
for  upcoming  cases. 

After  hearing  a  mock  case — in 
which  witnesses  for  the  plaintiff's  side 

Gauthier  functions  as  a  sort 
of  Eisenhower,  keeping  the 
Pattons  and  Montgomery*  of 
the  plaintiffs'  bar  from  war- 
ring among  themselves. 

rehearse  their  testimony  and  defense 
witnesses  are  played  by  actors — three 
groups  of  six  jurors  retire  to  separate 
deliberation  rooms  equipped  with 
hidden  cameras.  "They  really  give 
you  great  feedback,"  says  Gauthier. 
"You  can  tone  up  the  whole  case." 

Gauthier  comes  across  as  a  bump- 
kin. In  the  courtroom  and  elsewhere 
he  mispronounces  words,  using 
"volitable"  instead  of  "volatile," 


"nutrition"  instead  of  "attrition."  He 
once  argued  in  court  that  the  behav- 
ior of  the  defense  was  "the  height  of 
epitome."  He  might  know  better,  but 
likely  figures  you  can't  go  wrong  rely- 
ing on  the  ignorance  of  the  average 
juror.  "I  don't  use  50-cent  words — I 
don't  know  'em,"  he  says. 

Gauthier  gained  national  promi- 
nence at  the  plaintiffs'  bar  when  he 
and  John  J.  Cummings  III  teamed 
with  Stanley  Chesley,  the  Cincinnati 
litigator  dubbed  "The  master  of  disas- 
ter" (Forbes,  Feb.  22,  1988),  on  the 
case  arising  from  the  devastating  1980 
fire  at  the  mgm  Grand  Hotel  in  Las 
Vegas.  The  fire  left  84  people  dead  and 
produced  over  1,000  injury  claims. 

The  trio's  masterstroke  on  the  case 
was  to  sue  everyone  in  sight,  even 
those  who  had  the  most  distant 
involvement  in  the  tragedy.  Thus 
chemical  manufacturers  were  named 
as  defendants  on  the  theory  that  their 
products  went  into  the  foam  cushions 
and  ceiling  tiles  that  fueled  the  blaze, 
producing  toxic  fumes  that  allegedly 
caused  death  and  injury  in  the  hotel. 
Over  100  defendants  were  included 
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in  the  lawsuit.  Gauthier's  team  made 
litigation  costs  so  onerous  that  every 
defendant  settled  before  going  to 
trial.  Total  settlements:  $228  million. 
Gauthier,  who  had  27  injury  and  2 
death  cases,  made  $3.1  million. 

All  financially  rewarding,  but  Gau- 
thier wanted  more.  He  wanted  to 
own  something.  The  New  Orleans 
casino  was  what  he  was  looking  for. 

In  1992  Louisiana's  state  legisla- 
ture passed  a  law  authorizing  the 
licensing  of  a  single  land-based  casino 
in  downtown  New  Orleans.  Local 
politicians,  eager  to  get  their  share  of 
the  honeypot,  made  sure  the  project 
allowed  for  maximum  patronage 
opportunities.  The  city  controlled 
the  awarding  of  the  lease  for  the 
casino  site;  the  state,  the  casino 
license. 

Resort  developer  Christopher 
Hemmeter,  together  with  casino 
operator  Caesars  World,  got  the  early 
jump  on  rival  bidders  by  announcing 
a  $1  billion  development  plan  that 
included  a  riverfront  casino.  Gauthi- 
er was  stunned  that  Hemmeter,  an 
outsider,  could  waltz  into  the  Big 
Easy  and  grab  the  casino  license  and 
all  the  lucre  that  went  with  it.  Walk- 
ing down  the  street  one  day  with  his 
friend  and  fellow  plaintiff  attorney 
Calvin  Fayard,  Gauthier  got  an  idea. 

He  began  assembling  a  group  of 
ten  Louisiana  investors,  including 
Fayard  and  Cummings,  to  make  their 
own  casino  bid.  Calling  themselves 
Jazzville,  they  joined  with  casino 


James  Vilas  (left) 

Gauthier's  "floor  man"  on  the  casino 
regulatory  board,  he  advocated  the 
position  of  Harrah's/Jazzville. 


Max  Chastain 

As  chairman  of  the  casino  regulatory 
board,  he  pushed  hard  to  shut  down  an 
investigation  into  alleged  improprieties 
in  the  awarding  of  the  casino  license. 


operator  Showboat  Inc.  and  pro- 
posed a  more  modest  casino  project. 

Hemmeter's  assiduous  courting  of 
local  pols  won  him  the  lease  for  the 
casino's  construction  (Forbes,  Mar. 
1,  1993).  Other  bidders  dropped  out, 
leaving  Jazzville  and  Hemmeter  to 
duke  it  out  over  the  casino  license. 

Upping  its  chances,  Jazzville  jetti- 
soned partner  Showboat  for  a  bigger 
casino  operator,  Harrah's.  Gauthier 
then  turned  his  attention  to  the 
Louisiana  Economic  Development  & 
Gaming  Corp.  (ledgc),  whose  board 
members — appointed  by  then  Gover- 
nor Edwin  Edwards — would  vote  to 
award  the  casino  license.  They  were 

"If  you  had  Wendell  by  the 
throat  taking  his  last  breath 
away,"  says  Forgotston,  "he'd 
wink  at  you  so  you'd  think 
you  weren't  hurting  him.  " 

charged  with  passing  on  the  "suit- 
ability" of  prospective  equity  holders 
in  the  casino  as  well. 

Rules  governing  the  licensing 
application  process  were  explicit. 
Apart  from  obvious  prohibitions 
against  anything  that  could  be  con- 
strued as  bribery,  commissioners  and 
applicants  were  not  to  engage  in  ex 
parte  communication — outside  offi- 
cial channels — about  ledgc  business. 

But  a  source  tells  Forbes  that 


hi,  / 

didn't  stop  Gauthier  from  befriend- 
ing James  Vilas,  an  LEDGC  board 
member  who,  in  1992,  had  lost  a  bid 
for  election  to  the  metro  council  in 
East  Baton  Rouge  parish.  Vilas,  Gau- 
thier and  Tom  Morgan,  Harrah's 
point  man  in  New  Orleans  at  the 
time,  soon  became  regular  drinking 
buddies.  On  at  least  one  occasion 
before  the  ledgc  vote  on  the  license, 
a  source  tells  Forbes,  Vilas  was  a 
guest  in  one  of  Harrah's  luxury  boxes 
in  the  city's  Superdome.  Vilas, 
according  to  an  LEDGC  insider, 
became  Gauthier's  "floor  man"  at 
ledgc — advocating  the  position  of 
Harrah's /Jazzville . 

The  chairman  of  LEDGC  was  Max 
Chastain,  a  former  FBI  agent  in  New 
Orleans.  During  the  months  that  the 
casino  license  was  up  for  grabs,  Chastain, 
Gauthier  and  Vilas  were  seen  together  at 
a  bar  in  the  Westin  hotel  in  New  Orleans 
and  at  a  French  Quarter  joint  called  The 
Bombay  Club.  All  three  deny  having 
fraternized  with  one  another. 

Sources  tell  Forbes  that  Chastain 
left  the  FBI  after  being  reprimanded 
for  cutting  a  deal  that  gave  him  mem- 
bership privileges  at  a  private  country 
club  in  Covington,  La.  in  exchange 
for  maintaining  the  club's  swimming 
pool.  Later,  while  serving  as  LEDGC 
chairman,  he  was  approached  by  a 
company  that  organizes  junkets  to 
lead  a  delegation  of  gambling  indus- 
try officials  to  Asia.  Told  that  he 
could  go  for  free  if  he  helped  round 
up  fellow  travelers  willing  to  pay  their 
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aybe  you'd  like  to  work  out  a  plan 


ith  a  financial  advisor.  Or  maybe  you 


7*  ©  ft 


eed  a  better  way  to  manage  your 


ortfolio  yourself.  Whatever  it  is,  you 


an  join  two  million  of  our  clients  wh 


le  to  us  for  jus 


t  the  help  they  need 


or  American  Express  Financial  Advisors,  call  1-800-GET-ADVICE. 

or  American  Express  Financial  Direct,  call  1 -800-AXP-2002.  Visit  www.americanexpress:com. 
merican  Express  Financial  Advisors  makes  investments  and  financial  planning  services  availat 
irough  American  Express  Financial  Advisors,  Inc.  American  Express  Financial  Direct  makes 
vestments  available  through  American  Express  Service  Corporation. 


Financial 
Services 


way,  Chastain  provided  the  company 
with  o  list  of  gaming  industry  con- 
tacts. The  company,  a  unit  of  Port- 
land, Ore.  based  Ambasador  Pro- 
gram Inc.,  then  sent  out  solitications 
on  behalf  of  Chastain,  using  ledgc 
letterhead.  Among  those  solicited: 
Louis  Roussel  III,  a  Jazzville  investor, 
and  Colin  Reed,  a  Harrah's  official. 

Chastain  wound  up  dropping  the 
idea — but  only  after  questions  arose 
about  the  propriety  of  the  junket. 

About  two  weeks  before  the  com- 
mission vote  on  the  proposals,  Gau- 
thier  wasn't  sure  he  had  it  in  the  bag. 
He  offered  to  join  forces  with  Hem- 
meter  in  a  deal  that  would  have  given 
the  Jazzville  group  25%  of  the  casino 
project.  Hemmeter  refused.  "We're 
going  to  win,"  he  told  his  associates. 

Jazzville  partner  Michael  St. 
Martin,  a  plaintiff  attorney,  recalls 
that  when  the  vote  was  announced — 
five  to  four  in  favor  of  Harrah's/Jazz- 
ville — Hemmeter  turned  blood-red. 
"It  was  like  somebody  slapped  him  in 
the  head  with  a  baseball  bat." 

Vilas  and  Chastain — along  with 
Sallie  Page,  a  former  city  clerk  in 
Alexandria,  La.;  Gerard  Thomas,  a 
retired  lawyer;  and  William  Nungess- 
er,  a  former  head  of  the  state  Repub- 
lican Party — voted  for  Harrah's/Jazz- 
ville.  Chastain,  who  as  chairman  voted 
only  in  the  case  of  a  tie,  cast  the 
deciding  vote  for  the  Gauthier  group. 

One  problem:  Hemmeter  still  con- 
trolled the  lease  for  the  casino  site. 


Solution:  a  shotgun  wedding — 
presided  over  by  Governor 
Edwards — that  gave  Hemmeter's 
company,  Harrah's  and  Jazzville  each 
one-third  of  the  casino  deal. 

But  how  the  license  was  awarded 
remained  a  hot  topic.  Sallie  Page  held 
a  crucial  swing  vote.  Members  of  the 
Jazzville  group  began  bragging  that 
Representative  Cleo  Fields  (D-La.) 
had  delivered  Page's  vote.  In  the  13 
months  following  the  casino  vote,  the 

Gauthier  was  stunned  that 
an  outsider  could  waltz  in 
and  grab  the  casino  license. 
Walking  down  the  street 
one  day,  he  got  an  idea. 


Jazzville  partners  and  individuals 
close  to  them — members  of  their 
families  and  law  partners — donated 
$32,250  to  Fields'  campaign  for 
reelection  to  Congress  in  1994,  11% 
of  the  total  he  raised.  Fields  won. 

Gauthier  says  he  and  his  plaintiff 
attorney  associates  would  have  sup- 
ported Fields  regardless  of  what  hap- 
pened with  the  casino  license, 
because  Fields  is  pro-plaintiff. 

About  a  year  after  the  vote,  LEDGC, 
with  help  from  the  Louisiana  Attor- 
ney General's  office,  began  investi- 
gating tips  that  certain  ledgc  board 
members  had  been  improperly  influ- 


enced. A  source  tells  Forbes  that 
Gauthier  privately  admitted  to  intro- 
ducing Vilas  to  his  ladyfriend,  Leslie 
Overton.  The  investigators  learned 
that  Vilas  visited  with  Overton  at  an 
apartment  in  New  Orleans'  fashion- 
able Warehouse  district. 

On  Oct.  7,  1994  investigators 
served  Gauthier  with  a  subpoena.  At 
an  LEDGC  meeting  six  days  before 
Gauthier  was  to  be  questioned  under 
oath,  Chastain  ordered  everyone  out 
of  the  room  except  for  the  board 
members  and  court  reporter.  When 
open  session  resumed,  the  board 
voted  unanimously  to  stop  the  inves- 
tigation. All  subpoenas  were  with- 
drawn and  depositions  canceled. 
"Chastain  was  taking  direction  from 
Edwin  Edwards  and  the  Jazzville 
group  on  a  regular  basis"  says  a  source 
close  to  the  investigation. 

The  day  after  ledgc  voted  to  close 
the  investigation,  local  FBI  agents  sub- 
poenaed the  LEDGC  records.  As  is  its 
practice,  the  FBI  would  neither  confirm 
nor  deny  an  investigation.  But  Gau- 
thier and  others  are  said  to  be  targets. 

Gauthier  insists  that  he  and  his 
cohorts  did  nothing  improper  in  their 
dealings  with  LEDGC.  Furthermore, 
he  says  he  lost  $500,000  on  the  deal, 
not  counting  time  away  from  his 
lucrative  practice.  "We  won  the  vote 
fair  and  square,"  he  says. 

Maybe,  but  despite  that  boyish 
grin,  Wendell  Gauthier  must  wish  he 
had  stuck  to  practicing  law.  H 


From  milking 
cows  to  milking 
business 


"I  milked  A  cow  every 
morning,"  recalls  Wendell 
Gauthier.  Like  a  lot  of 
self-made  men,  he  enjoys 
bragging  about  his 
humble  beginnings.  His 
were  on  a  5 -acre  farm  in 
Iota,  a  close-knit  Cajun 
town  in  southwest 
Louisiana.  Although  his 
Cajun  parents  spoke 
French,  Gauthier  and  his 
two  sisters  and  two  broth- 


ers were  made  to  speak 
English  at  home  because 
their  schoolteacher 
mother  thought  French- 
speaking  children  faced 
disadvantages. 

Gauthier  likes  to  remi- 
nisce. His  father  was  a 
contractor  who  specialized 
in  building  approach-slabs 
to  highway  bridges. 
"That's  why  I  went  to  col- 
lege," he  says,  recalling  a 
summer  his  father  put  him 
to  work  on  a  road  crew  in 
Mississippi.  At  the  Uni- 
versity of  Southwestern 
Louisiana,  he  and  his  wife- 
to-be,  Anne  Barrios, 
looked  after  the  school's 


bulldog  mascot.  Both 
majored  in  education; 
they  were  wed  during 
their  last  semester. 

Unable  to  support  a 
family  on  a  teacher's 
salary,  Gauthier  decided  to 
enroll  in  night  courses  at 
Loyola  University's  law 
school.  To  pay  his  tuition, 
he  started  a  driver's  edu- 
cation company.  He 
taught  high  school  classes 
mornings  and  ran  the 
driver's  ed  school  after- 
noons and  weekends. 

After  graduating  from 
law  school  in  1970,  he  set 
up  his  own  practice  and 
struggled  for  some  seven 


years  before  striking  it 
rich  at  the  plaintiffs'  bar. 
One  of  his  first  big  cases 
revolved  around  a  1977 
explosion  at  a  grain  eleva- 
tor in  Westwego,  La.  that 
killed  35  people.  Gauthier 
and  attorney  John  J. 
Cummings  III  sued  the 
owner  of  the  elevator, 
Continental  Grain,  and 
more  than  a  dozen  other 
defendants,  including  the 
manufacturer  of  the 
system  to  collect  grain 
dust — which  can  be 
highly  explosive  when 
suspended  in  air.  The 
defendants  settled  for 
$29  million.      -G.B.  ■■ 
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How  an  Indian  immigrant  chemical  engineer 
helped  U.S.  industry  improve  its  work  flow. 


Bowling  ball,  marble 
and  garden  hose  • 


By  Josh  McHugh 


\2  Technologies  founder  Sanjiv  Sidhu 

"Whatever  he  was  doing,"  a  former  professor  recalls,  "he  always  looked  at  the  business  side  of  it. 
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Suppose  you  have  a  bowling  ball,  a 
chair,  a  marble,  a  pin  and  a  garden 
hose.  Your  job  is  to  figure  out  how 
best  to  organize  your  energies  so  as 
to  pass  the  first  four  objects  through 
the  hose.  The  answer  is  obvious. 
Given  the  hose's  diameter,  you 
immediately  discard  any  effort  aimed 
at  forcing  the  chair  and  the  bowling 
ball  through  it,  and  focus  instead  on 
pushing  the  marble  and  the  pin 
through  the  hose. 

This  may  seem  simple  to  the  point 
of  trivial,  but  the  branch  of  comput- 
er science  from  which  this  solution 
comes  is  anything  but  simple  or  triv- 
ial. It's  called  "constraint  propaga- 
tion" and  uses  mathematical  equa- 
tions to  define  something  in  terms  of 
its  limitations,  and  then  use  those 
limitations  to  determine  how  best  to 
perform  a  particular  task.  Constraint 
propagation  is  a  subdiscipline  of  the 
field  of  artificial  intelligence,  and  it 
has  played  a  key  role  in  making  39- 
year-old  Sanjiv  Sidhu  an  increasingly 
rich  fellow. 

The  slight,  bearded  and  bespecta- 
cled immigrant  from  Hyderabad, 
India  used  constraint  propagation 
and  other  concepts  gleaned  from  arti- 
ficial intelligence  to  start  a  software 
company  called  i2  Technologies  in  his 
Dallas  apartment  in  1988.  Last  year 
i2's  revenues  hit  $26  million;  this 
year  they'll  most  likely  hit  $65  mil- 
lion. Sidhu  took  the  company  public 
in  April.  His  67%  remaining  stake  is 
currently  worth  over  $600  million — 
up  $197  million  since  late  August. 

Industrial  giants  like  3M,  Bethle- 
hem Steel  and  Caterpillar  pay  as 
much  as  $12  million  apiece  for  i2's 
software  packages.  What  do  they  get? 
Sidhu's  basic  program,  called 
Rhythm,  saves  manufacturers  lots  of 
money  by  using  computers  and 
mathematical  algorithms  to  stream- 
line and  optimize  the  flow  of  work 
across  their  shop  floors. 

Starting  with  the  concepts 
employed  to  solve  the  bowling 
ball/garden  hose  problem,  Sidhu  cre- 
ates complex  mathematical  models  of 
a  company's  manufacturing  opera- 
tions— machines,  inputs,  delivery 
schedules,  capital  costs.  Having  artic- 
ulated the  system's  potential  and  its 
constraints,  Sidhu  then  asks  the  com- 
puter how  best  to  organize  the 
process  so  that  it  produces  the  opti- 
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If  you  haven't  visited  Jack  Daniel's  country,  we  hope  you  do  soon.  The  hills  are  especially  beautiful  this  time  of  year. 

OCTOBER  IN  TENNESSEE  is  a  time  to 
have  your  hay  in  the  barn  and  your  hound 
in  the  hills. 

If  you're  hunting  for  quail,  rabbit  or  raccoon, 
now  is  the  time  to  get  started.  And  the  deer 
start  running  when  December  rolls  around. 
Of  course,  these  old  hills  are  equally 
well  known  for  good  whiskey.  We 
make  every  drop  of  smooth  sippin' 
Jack  Daniel's  right  here.  And,  we 
believe,  that's  worth  looking  for 
most  any  time  of  year. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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mum  amount  of  output  at  the  least 
cost  and  at  the  right  time. 

One  kind  of  problem  Sidhu's 
Rhythm  program  is  good  at  solving  is 
production  bottlenecks.  Suppose  the 
materials  for  two  large  orders  arrive  at 
a  single  processing  machine  simulta- 
neously. While  one  order  is 
processed,  the  materials  for  the 
second  order  sit  idle,  setting  back  the 
delivery  schedule  and  causing  the 
manufacturer  to  hold  more  invento- 
ry than  necessary.  The  manufacturer 
risks  upsetting  a  customer  with  late 
deliveries,  and  must  tie  up  more 


working  capital  than  is  necessary  in 
inventory,  directly  reducing  operating 
profits.  Big  money  is  involved. 

Companies'  inventory  carrying 
costs  are  typically  25%  of  the  value  of 
inventory.  Silicon  Valley  computer 
circuit  board  maker  Solectron  Corp. 
($2.1  billion  1995  sales,  $300  million 
inventory)  figures  that  using  i2's 
Rhythm  enabled  it  to  move  invento- 
ry 30%  faster  and  reduced  its  carrying 
costs  25%.  For  a  company  that  last 
year  netted  $80  million,  those  savings 
add  up. 

With  Sidhu's  Rhythm  software,  the 


manufacturer  can  plan  his  production 
runs  so  as  to  minimize  the  chances 
that  bottlenecks  will  occur.  If  they  do 
occur,  Rhythm  helps  the  plant  man- 
agers combine  components  and 
machinery  so  as  to  give  all  customers 
the  most  satisfaction  possible  at  the 
least  possible  cost.  Production  plan- 
ners have  always  tried  to  do  this,  of 
course,  but  the  job  has  required  a 
great  deal  of  guesswork,  especially  in 
large  and  complex  manufacturing 
organizations.  Sidhu's  Rhythm  pro- 
gram helps  eliminate  guesswork. 

Solectron  bought  i2's  software  for 
$500,000  in  1992.  According  to  Jeff 
Lawrence,  master  scheduling  manag- 
er at  Solectron,  the  program  reduced 
the  company's  parts  inventories 
enough  to  recoup  its  investment  in 
just  over  nine  months. 

Ohio's  Timken  Steel's  Garry 
Fisher,  general  manager  in  charge  of 
steel  order  fulfillment,  says  his  com- 
pany used  Rhythm  to  pare  its  inven- 
tories by  30%,  cut  cycle  time  in  half 
for  its  steel  bar  products  and  improve 
on-time  delivery  of  finished  products 
by  25%.  Bethlehem  Steel's  Robert 
Cianelli,  superintendent  of  informa- 
tion technology,  also  credits  i2's 
Rhythm  with  improved  on-time 
delivery  at  Bessie's  big  Sparrows 
Point,  Md.  plant. 

Sanjiv  Sidhu  grew  up  in  southern 
India,  where  his  father  was  an  emi- 
nent chemist  and  the  head  of  India's 
government  laboratory  system.  Sidhu 
attended  Hyderabad  Public  School, 
modeled  after  Britain's  elite  public 
schools.  Intensely  curious  about  how 
the  world  works,  Sidhu  convinced  his 
father  to  get  him  sailing  lessons  after 
a  sixth  grade  teacher  stumped  Sidhu's 
class  by  asking  how  a  boat  can  sail 
upwind.  While  in  high  school,  Sidhu 
made  the  Indian  national  sailing 
team,  and  went  on  to  win  a  Southeast 
Asia  sailing  championship  while  earn- 
ing a  degree  in  chemical  engineering 
from  India's  Osmania  University  in 
Hyderabad. 

After  Osmania,  Sidhu  followed  a 
sailing  pal  to  the  U.S.  in  1980  and 
earned  a  master's  degree  in  chemical 
engineering  at  Oklahoma  State  Uni- 
versity, where  he  worked  on  methods 
of  converting  coal  to  liquid  fuel.  He 
also  married  Lekha  Singh,  a  fellow 
Indian  with  a  master's  degree  in 
social  sciences  two  years  his  senior. 


88 


Forbes  ■  October  21,  1996 


The  sensation  of  time 


CONCORD 

Watchmakers  Since  1908 

SWISS 


CONCORD 
SARATOGA® 
Pure  pleasure 
on  the  wrist... 
Gold: 

rich,  solid, 
eighteen  karat 
(coupled  with 
stainless  steel), 
milled  by  hand, 
link  by  link, 
into  a  timepiece 
that  quickens 
the  pulse. 


ON  FILLMORE 


Denver.  CO  303-329-3315 


THE  ART  OF  PERFORMANCE:  THE  MAKING  OF  A  LEGENDARY  CLASSIC. 


About  the  legendary  gold  dot  dial: 
Nathan  George  Horwitt,  the  artist, 
conceived  of  a  watch  without  numbers 
as  an  experiment  in  pure,  functional 
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She  would  later  become  his  venture 
capitalist  as  well  as  his  wife. 

In  1982  Sidhu  began  a  Ph.D.  pro- 
gram in  systems  and  control  engi- 
neering at  Case  Western  University  in 
Cleveland,  but  soon  left.  He  recalls 
that  he  was  eager  to  get  some 
real-world  experience  and  put 
some  money  in  his  pocket. 
Mayis  Seapan,  Sidhu's  thesis 
adviser  at  Oklahoma  State  and 
now  a  research  scientist  for  Du  Pont, 
confirms  this  recollection.  "Whatev- 
er he  [Sidhu]  was  doing,  he  always 
looked  at  the  business  side  of  it," 
recalls  Seapan,  who  was  not  in  the 
least  surprised  to  learn  of  his  former 
student's  success.  "He  was  always 
talking  about  business." 

In  1984  Sidhu  got  a  job  on  the 
technical  staff  at  Texas  Instruments' 
industrial  systems  division  in  Ten- 
nessee. He  didn't  know  much  about 
computers,  but  he  could  sense  they 
held  immense  potential  in  organizing 
and  evaluating  the  huge  number  of 
variables  involved  in  solving  produc- 
tion scheduling  problems.  To  learn 
more,  he  asked  for  a  transfer  to  Tl's 
artificial  intelligence  research  lab  in 
Dallas.  It  was  here  that  he  stumbled 
upon  the  constraint  propagation 
technique  that  enabled  a  programmer 
to  create  mathematical  representa- 
tions of  a  process — moving  objects 
through  a  hose,  say,  or  assembling 
integrated  circuits  to  make  computer 
boards.  These  mathematical  models 
could  then  be  subjected  to  what-if 
questions.  What  if  Machine  A  breaks 
down?  What  if  the  customer  needs 
his  circuit  board  a  day  early? 

Piloting  his  gold  Lexus  through 
Dallas,  Sidhu  describes  himself  to  a 
Forbes  reporter  as  "absent-minded." 
As  if  to  prove  the  point,  he  is  soon 
cruising  up  a  four-lane  one-way  street 
the  wrong  way.  But  when  it  comes  to 
business,  he's  as  hardheaded  and 
focused  as  they  come.  "In  the  [Texas 
Instruments]  research  lab,  other 
people  worked  on  things  because 
they  were  interesting,"  says  Sidhu.  "I 
made  things  that  saved  Tl  money." 

Texas  Instruments  used  some  of 
the  production  scheduling  programs 
Sidhu  developed  to  streamline  its  own 
computer  manufacturing  process.  For 
his  work  he  was  promoted  three  times 
in  two  years.  But  it  grated  on  Sidhu 
that  the  company  declined  to  turn  his 


modeling  techniques  and  algorithms 
into  commercial  software  products. 
"A  clear  measure  of  the  value  of  what 
you're  doing  comes  when  people  pay 
for  it,"  Sidhu  says.  "If  you  create 
something  and  people  don't  pay  for 
it,  you're  doing  something 
wrong." 

So  in  1988,  in  the  midst  of  a 
hot  career,  his  wile  pregnant  with 
the  first  of  the  couple's  two 
daughters,  Sidhu  quit.  His  boss  was 


"A  clear  measure  of  the  value 
of  what  you're  doing  comes 
when  people  pay  for  it.  If  you 
create  something  and  people 
don't  pay  for  it,  you're  doing 
something  wrong." 


baffled.  "He  said,  'Why  are 
you  quitting?  You'll  be  a 
vice   president   at  Tl!'" 
Sidhu    remembers.  "I 
didn't  say  it,  but  I  was 
thinking:  'That's  why  I'm 
quitting.' " 

Sidhu  hunkered 
down  for  two  years  of 
hardcore  programming 
in  the  couple's  apartment. 
He  was  supported  mainly  by  his 
wife,  who  had  a  job  as  a  technical 
writer  and  training  course  developer 
for  Ericsson  Telephone  and  Northern 
Telecom.  "Lekha,"  says  Sidhu,  "was 
i2's  only  venture  capitalist." 

In  the  apartment,  using  the  artifi- 
cial intelligence  techniques  he  had 
learned  at  Tl,  Sidhu  hatched  his  con- 
straint propagation  algorithm.  To  it 
he  added  a  search  algorithm — also 
drawn  from  artificial  intelligence — 
which  evaluates  the  hundreds  of 
thousands  of  virtual  production  runs 
generated  by  Rhythm  software  and 
selects  the  best  of  the  bunch.  This 
same  concept  underpins  chess-playing 
computers,  which  can  contemplate 
hundreds  of  millions  of  possible 
moves  in  three  minutes.  i2's  software 
can  simulate  a  year's  worth  of  a  typi- 
cal manufacturer's  production  runs  in 
about  the  same  time. 

Near  the  end  of  his  second  year 
working  from  home,  Sidhu  knew  he 
had  a  marketable  product.  He  used 
an  18%  chunk — now  worth  $151 


million — of  his  nascent  company's 
equity  to  convince  Ken  Sharma, 
another  Tl  alumnus,  to  throw  in  with 
him,  and  the  two  set  off  for  their  first 
trade  show  in  New  Orleans.  Pinching 
pennies  (they  couldn't  afford  to  pay 
the  setup  charge),  they  waited  until 
the  union  crews  were  gone,  then 
snuck  in  and  set  up  their  booth 
themselves. 

Although  they  had  virtually  no 
capital,  they  determined  to  build 
their  company  on  sweat  equity  and 
keep  the  venture  capitalists  at  bay.  "It 
was  easier  to  sell  $3  million  of  soft- 
ware than  to  negotiate  $3  million  in 
venture  capital,"  says  Sidhu. 

In  creating  software  aimed  at 
making  manufacturing  more  effi- 
cient, Sidhu  wasn't  starting  entirely 
from  scratch.  Most  big  U.S.  manu- 
facturers already  had  what  is  called 
manufacturing  resource  planning 
software,  MRP  for  short.  MRP 
programs  are  either  devel- 
oped in-house  or  pur- 
chased from  big  industri- 
al software  houses  like 
Oracle,  SAP  and  Baan. 
MRP  programs  keep  track 
of  where  orders  and 
parts  are  in  the  chain 
of  production. 
Sidhu  built  upon  MRP 
software.  Rhythm  is  essentially 
an  organizing  brain  that  snaps  onto  a 
manufacturer's  existing  MRP  software. 
Using  the  information  in  the  MRP 
database,  Rhythm  creates  a  detailed 
digital  representation  of  the  manu- 
facturer's factories,  machines  and  pro- 
duction capabilities.  Rhythm  factors 
in  delivery  dates  from  parts  suppliers 
and  commitments  to  customers.  It 
identifies  and  weeds  out  the  thou- 
sands of  schedules  most  likely  to  be 
upset  by  bottlenecks,  and  presents 
the  planner  with  a  choice  among  a 
relative  handful  of  optimal  schedules. 
From  this  workable  menu,  the  plan- 
ner can  then  choose  the  most  cost- 
effective  schedule,  or  the  schedule 
that  will  ensure  a  delivery  to  a  top 
customer  on  time,  or  whatever  com- 
bination of  priorities  she  asks  Rhythm 
to  consider. 

With  tens  of  billions  of  dollars  tied 
up  each  day  in  excess  parts  invento- 
ries, manufacturers  listened  to  Sidhu's 
promises  to  cut  those  inventories. 
Sidhu  sold  i2's  first  Rhythm  program 
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i2  programmer  John  Hogge 

He  took  his  raises  in  12  Technologies 

stock  options,  and  is  now 

worth  over  $50  million. 


in  1991  to  Timken  Steel.  Since  then, 
sales  have  more  than  doubled  each 
year  and  are  set  to  Increase  two  and  a 
half  times  this  year. 

Rather  than  try  to  beat  i2  at  its 
own  game,  the  big  manufacturing 
software  makers — Oracle,  SAP,  Baan 
and  others — have  elected  to  team  up 
with  Sidhu.  They  offer  i2's  software 
as  an  added  high-end  feature  when 
selling  their  basic  MRP  database  sys- 


tems to  manufacturers.  Sidhu  has 
patents  pending  on  i2  Technologies' 
most  important  algorithms,  but  he 
says  his  primary  insurance  against  a 
big  company's  developing  a  product 
to  compete  directly  against  Rhythm 
is  the  sheer  complexity  of  i2's  soft- 
ware. Sidhu  figures  it  could  take  a 
would-be  competitor  years  to  devel- 
op a  model  equal  to  i2's  current  level 
of  sophistication. 

"Patent  protection  is  poor  protec- 
tion," says  Sidhu.  "In  software,  your 
only  real  protection  is  speed." 

Who  writes  software  so  complex 
that  Sidhu  is  convinced  of  his  wide 


lead  on  the  rest  of  the  world?  Behold 
one  of  i2's  360  employees:  John 
Hogge,  a  pale  3 5 -year-old  in  a  T  shirt 
who  could  pass  for  a  teenager.  In  i2's 
development  center  Hogge's 
ergonomic  keyboard  is  rigged  with 
foot  pedals  to  facilitate  complex  key- 
strokes. Hogge  was  one  of  Sidhu's 
earliest  hires,  and  routinely  took  raises 
in  the  form  of  stock.  When  Sidhu 
took  i2  public,  Hogge  cashed  in  $1.4 
million  of  his  stock,  and  he  still  holds 
shares  worth  over  $50  million. 

Asked  his  primary  reason  for  join- 
ing i2,  Hogge  replies  succinctly: 
"The  wealth."  M 
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With  sales  of  over  $5  billion, 
Tyco  International  manufactures 
a  diverse  array  of  products.  But 
>ur  history  of  enhancing  share- 
lolder  value  is  extraordinarily 
i  focused.  Anyone  who  bought 
Tyco  stock  in  1980  has  enjoyed 
an  annual  earnings  Increase  of 


21%  —  compared  to  12%  for  the 
Dow  Jones  Industrial  Average  and 
15%  for  the  Standard  St  Poor's 
500.  In  fact,  the  totaJ  return  on 
Tyco's  stock  since  1980  beats  the 
SSxP  500  by  more  than  2-1.  Of 
course,  past  performance  does 
not  guarantee  future  earnings. 


But  at  Tyco,  earnings,  growth 
and  performance  are  what 
we're  all  about.  To  find  out 
more,  please  write  PO  Box  497, 
Dept.  F,  Exeter,  NH  03833. 


Unleashing  The  Power  Within 
http://www.tycoint.com 
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Are  you  tempted  to  take  a  flier  in  Mexico? 

Think  twice. 

Under 
the  volcano 


By  David  P.  Goldman 

Most  of  the  big  brokerage  firms  are 
recommending  Mexican  stocks  these 
days.  The  Mexican  economy  is  grow- 
ing after  last  year's  7%  decline  in 
gross  domestic  product,  and  Mexican 


stocks  look  good  on  a  year-to-date 
basis.  With  a  22%  increase  in  dollar 
terms  since  Jan.  1,  Mexico's  ipa  index 
is  right  at  the  top  of  die  world's  stock 
markets. 


A  big  increase  in  percentage  terms 
doesn't  mean  much,  though,  when  it 
reflects  a  bounce  off  a  very  low 
bottom.  In  U.S.  dollars,  Mexican 
stock  prices  remain  about  40%  below 


Zapatista  rebel  on  guard  at  the  July  2  Encounter  for  Humanity  &  against  Neoliberalism  in  the  jungle  village  of  La  Realidad,  Chiapas 
Poverty  breeds  violence  breeds  poverty. 
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Now,  the  financial  minds  you  respect  can  recommend  no-load  funds 
through  our  TRAK  Investment  Advisory  Program  * 


Until  now,  there  was  a  barrier  between  load  and  no-load 
funds.  Not  anymore. 

Smith  Barney  is  pleased  to  announce  a  new  service:  advice 
on  the  no-load  families  in  our  TRAK  Investment  Advisory 
Program.  Now,  through  this  program,  your  Smith  Barney 
Financial  Consultant  can  help  you  develop  a  customized 
portfolio  of  no-load  funds  with  asset  allocation  and  ongoing 
performance  monitoring  for  an  annual  advisory  fee. 

With  so  many  different  mutual  funds  to  choose  from, 
you'll  appreciate  the  one  thing  each  fund  in  our  TRAK 
Investment  Advisory  Program  has  in  common. 
Each  comes  with  the  expert  counsel  of  a  Smith  Barney 


Financial  Consultant  who  can  help  you  determine  which 
funds  are  right  for  you. 

What's  more,  we  can  help  you  manage  your 
load  and  no-load  mutual  funds  held 
at  Smith  Barney  more  effectively  with 
the  convenience  of  one 
consolidated  monthly  state- 
ment and  one  1099  form.  6 

After  all,  at  Smith  Barney  * 
we  believe  nothing  should 
stand  between  you  and  your 
financial  goals. 


For  more  information  on  this  program,  call  to  get  your  complimentary  TRAK  brochures  at 

1-800-EARNS-IT,  Ext.  287. 


SmithBarney 

They  make  money  the  old-fashioned  way. 
They  earn  it.'" 


A  Member  of  TravelersGroup \ 


The  TRAK  Investment  Advisory  Program  provides  advice  on  select 
no-load  funds  for  a  maximum  annual  investment  advisory  fee 
of  1.5%  (the  fee  for  retirement  accounts  may  differ). 


"For  hire"  placards,  a  daily  scene  in  the 
main  plaza  of  Mexico  City  (top);  woman 
holds  a  mock  "Poverty  Gold  Card"  at  a 
demonstration  outside  the  Finance 
Ministry  in  Mexico  City  in  June. 
Signs  of  the  times. 


their  level  of  Dec.  1,  1994,  just 
before  the  peso  devaluation. 

Dollar-denominated  Mexican  cor- 
porate bonds,  by  contrast,  are  worth 
20%  more  than  before  devaluation. 
Why  did  bonds  outperform  stocks  by 
such  a  huge  margin? 

The  divergence  between  Mexican 
equity  and  debt  prices  brings  to  mind 
an  old  Mexican  joke,  about  the 
American  businessman  passing 
through  a  remote  village.  He  sees  a 
kitten  lapping  milk  from  a  plate  out- 
side a  modest  home,  and  notices  that 
the  plate  is  a  priceless  antique.  He 
knocks  on  the  door.  The  housewife 
comes  out,  and  he  asks  whether  he 
might  buy  the  kitten.  After  some 
negotiation,  the  American  pays  $500 
for  the  kitten.  As  he  is  about  to  leave, 


he  asks,  "Can  I  take  the  kitten's 
dish?"  uOh,  no,  senor,"  the  house- 
wife replies.  "That  is  the  dish  we  use 
to  sell  kittens." 

Mexico  needs  to  pay  the  bond 
coupons  in  order  to  lure  in  the  next 
wave  of  equity  investors.  The  bonds 


are  the  dish  that's  used  to  sell  kittens. 

In  an  Apr.  25,  1995  Forbes  com- 
mentary I  strongly  recommended 
Mexican  and  other  Latin  American 
bonds,  then  trading  at  their  postde- 
valuation  lows.  I  was  convinced  that 
Mexico  would  pay  coupons  on  its 
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T  A  H  O  E 
LIKE  A  ROCK 


PRI  presidential 
candidate  Luis 
Donaldo  Colosio, 
gunned  down  during 
a  Mar.  23,  1994 
campaign  appear- 
ance in  Tijuana; 
below,  President 
Ernesto  Zedillo 
After  Colosio, 
Jose  Francisco 
Ruiz  Massieu, 
another  PRI 
leader,  was  also 
murdered.  Zedillo 
ordered  the 
arrest  of 
Raul  Salinas, 
brother  of  the 
former  president, 
in  connection 
with  the  Massieu 
killing.  Not  very 
reassuring  to 
people  concerned 
about  Mexico's 
stability. 


official  debt  and  help  major  corpora- 
tions service  private  debt. 

If  you  followed  this  advice,  you  did 
well.  But  now  it's  time  to  sell  both 
Mexican  stocks  and  Mexican  bonds. 
The  political  risk  to  equity  holders  is 
just  too  high.  Bond  prices  have 
surged  to  the  point  that  Mexican 
debt  yields  little  more  than  domestic 
American  junk,  and  a  market  reversal 
seems  likely. 

The  country's  political  system  isn't 
working.  An  out-of-control  power 
grab  among  different  political  groups 
dominates  Mexican  politics.  At  the 
fringes  there  is  a  disturbing  trend 
toward  political  violence. 

Former  President  Carlos  Salinas  de 
Gortari  restored  economic  growth, 
opened  the  country  to  foreign  com- 
petition and  stabilized  the  peso 
during  his  1988-94  administration. 
During  his  first  years  in  office  he  con- 
sidered abandoning  the  corrupt 
Institutional  Revolutionary  Party 
(pri)  in  favor  of  a  new  party.  Tragi- 
cally, he  vacillated  between  the  PRI 
and  his  own  reform  movement. 

The  Mexican  economy  disintegrat- 
ed during  1994  and  1995  because 
the  barons  of  the  ruling  PRI  would 
rather  be  the  rulers  of  a  poor  country 


than  rentiers  in  a  rich  one. 

In  July  1990  and  October  1993  I 
urged  Forbes  readers  to  buy  into  the 
great  Mexican  bull  market.  I  thought 
the  reform  would  last.  But  the  bull 
market  blew  up  the  next  year.  In  Jan- 
uary 1994  a  guerrilla  movement 
popped  up  in  the  country's  impover- 
ished south.  Then  a  powerful  faction 
in  Salinas'  own  party  opposed  his 
choice  of  successor,  Luis  Donaldo 


Colosio.  Salinas'  own  right-hand 
man,  Mexico  City  Mayor  Manuel 
Camacho  Solis,  threatened  to 
announce  his  own  presidential  cam- 
paign in  January  1994.  Salinas  forced 
Camacho  to  back  down. 

While  his  own  party  balked  at  Sali- 
nas' handpicked  successor,  Colosio 
was  murdered  during  a  campaign 
appearance  in  Tijuana.  After  several 
more  assassinations,  investors  headed 
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fo.  I 


Hold  marshmallow 
over  flame,  not  in  it. 
Rotate  until  gooey. 


Assemble  chocolate  bar 
with  graham  cracker. 


/iy.3. 

Quickly  smash  melted 
marshmallow  atop 
chocolate  bar. 


equal  to  3%  of  GDP.  The  financial 
system  is  dependent  on  government 
bailouts  and  most  banks  are  unable  to 
lend  to  businesses,  despite  a  govern- 
ment bailout  program  amounting  to 
12%  of  GDP.  Street  crime  has  run  out 
of  control.  Political  violence  has 
become  the  standard  means  of  set- 
tling disputes  in  several  Mexican 
provinces. 

The  numbers  may  show  that 
Mexico  is  making  it — but  Mexicans 
aren't.  Living  standards  never  recov- 
ered after  the  1982  economic  crisis. 
After  the  second  shoe  dropped  in 
early  1995,  a  significant  part  of  the 
population  went  underwater. 

On  Aug.  26  Mexico's  leading  daily, 
Excelsior,  published  a  poll  on  crime  in 
the  capital,  under  the  headline  "Rob- 
beries, Muggings,  and  Kidnapping:  A 
Dictatorship  of  Terror."  Of  200 
Mexico  City  residents  interviewed  at 
random,  88%  reported  they  or  a 
family  member  had  been  crime  vic- 
tims in  the  past  year. 

It  wasn't  always  this  way.  In  the 
late  1980s,  despite  extremely  poor 
economic  conditions,  you  could  stroll 


The  most  unique  part 
of  our  new  Cradle  Seat  isn't 


the  patented  tilting  action . . . 


Terms  and  Conditions:  Must  be  .1  U.S.  Excculive  Club  member  or  enroll  prior  to  travel  (call  l-WHI- AIRWAYS).'""  Must  travel  full-fare  business  class  on  two  British  Airways  transatlantic  flights  with  travel  commend 
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must  be  in  writing  explaining  why  the  Club  World  "Cradle  Seat"  is  not  the  most  comfortable  international  business  class  seat.  Send  letter,  photocopy  of  passenger  ticket  and  original  boarding  card  for  flight  \v  ~" 


for  the  exits,  and  Mexico  eventually 
ran  short  of  foreign  exchange. 

Few  Mexicans  believe  that  the 
gunman  now  serving  a  50-year  sen- 
tence  for  killing  Luis  Colosio  acted 
on  his  own.  The  truth  may  never 
come  out.  A  former  interior  minister 
and  PRI  political  operator,  Fernando 
Gutierrez  Barrios,  is  suing  the  French 
daily  Le  Monde  for  printing  allega- 
tions that  he  and  some  of  the  party 
old  guard  arranged  the  murder. 

It  is  a  testimony  to  the  skill  and 
credibility  of  Salinas'  finance  minister, 
Pedro  Aspe,  that  Mexico's  peso  held 
up  for  1 1  months  after  the  Colosio 
murder.  By  December  1994  the  Bank 
of  Mexico  was  low  on  reserves.  The 
incoming  administration  of  President 
Ernesto  Zedillo  faced  a  stalemate 
with  the  guerrillas,  frightening 
investors  in  Mexican  pesos. 

If  all  this  weren't  bad  enough,  the 
government  bungled  badly,  denying 
until  the  last  minute  that  it  would 
devalue.  Wealthy  Mexicans  sold  pesos 
for  dollars  in  huge  volume  just  before 
the  devaluation,  apparently  with 
advance  information. 


President  Zedillo  came  from  the 
reform  wing  of  his  party  and  played 
an  important  role  in  the  market- 
opening  measures  of  the  last  admin- 
istration. But  he  can't  control  the 
spoilers  within  his  own  party. 

Wall  Street's  Mexico-boosters 
claim  Mexico  is  recovering.  They 
note:  Mexico's  economy  showed  a 
strong  7.2.%  growth  rate  in  the 
second  quarter.  Corporate  profits  are 
rising.  Short-term  interest  rates  are 
down  from  over  100%  last  year  to 
30%  today.  The  Mexican  peso  has 
held  steady  at  7.5  to  the  dollar  for 
months.  Mexico  ran  a  $4  billion 
trade  surplus  during  the  first  half  of 
the  year.  Mexico  repaid  its  debts  to 
the  Treasury  early  after  issuing  new 
debt  on  the  European  markets. 

Sounds  good  so  far.  On  the  other 
side  of  the  ledger,  though,  Mexican 
living  standards  will  continue  falling 
for  at  least  five  years,  according  to  a 
study  by  the  Mexican  Confederation 
of  Chambers  of  Commerce.  Tax  col- 
lection has  fallen  so  drastically  that 
Mexican  officials  privately  forecast  an 
increase  in  next  year's  budget  deficit 


through  poor  districts  at  night  wear- 
ing a  business  suit.  Today  that  would 
be  suicidal.  In  Cuauhtemoc,  the 
Mexico  City  district  where  my  wife 
and  I  lived  in  1989,  prostitution  was 
a  very  discreet  presence.  Today, 
reports  the  local  city  hall,  Cuauhte- 
moc boasts  248  bordellos,  of  which 

II  20  offer  live  sex  shows. 

Reported  crime  has  doubled  since 

1  1990.  Only  2.5%  of  reported  crimes 
are  solved.  That  is  not  surprising, 
because  the  Mexico  City  police  per- 
petrate a  high  proportion  of  the 

I  crimes,  according  to  the  city's  new 
police  chief. 

Lacking  confidence  in  the  police, 

i  ordinary  people  are  resorting  to  vigi- 

i  lante  justice.  Recently,  in  the  port  city 
of  Veracruz,  a  mob  seized  a  man 
believed  to  have  raped  and  murdered 
a  woman,  doused  him  in  gasoline  and 
burned  him  alive.  "This  shows  that 

i  there  is  no  rule  of  law,"  commented 
Olga  Sanchez  Cordero,  minister  of 
Mexico's  Supreme  Court. 

Of  greater  concern  than  violence  in 
jt  ;  the  streets  is  the  growing  trend 
it  i  toward  political  violence.  An  obscure 


o 
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Child  scavenging  garbage 
dump  in  Matamoros 
Growth  prospects? 


guerrilla  group  styling  itself  the  Pop- 
ular Revolutionary  Army  made  head- 
lines in  August  when  it  murdered  17 
people,  including  policemen,  in  a 


half-dozen  locations  around  Mexico. 
In  response,  the  government 
deployed  ill-trained  and  poorly  disci- 
plined troops  to  the  countryside. 

The  ruling  party  is  still  trying  to 
explain  away  a  photograph  published 
in  Mexican  newspapers  Sept.  5 
showing  two  suspected  guerrilla 
leaders  at  a  political  rally  with  the  PRI 
governor  of  Tabasco  State,  Roberto 
Madrazo.  Opposition  leaders  such  as 
National  Action  Party  leader  Vicente 
Fox  accuse  the  prj  of  launching  the 
guerrillas  as  a  pretext  to  unleash  the 
military. 

In  retaliation  for  this  attack  from 
the  opposition  National  Action  Party, 
the  pri  national  leadership  alleged  ties 
between  narcotics  traffickers  and  the 
National  Action  Party  governors  of 
the  states  of  lalisco,  Guanajuato,  Chi- 
huahua and  Baja  California. 

Well-informed  Mexican  business 
people  believe  that  both  sets  of 
charges  are  substantially  accurate. 

Where  will  all  this  end?  Frankly,  I 
don't  know.  I  do  know  that  I  would 
not  buy  any  Mexican  kittens  at  this 
time.  Wk 


. . .  it's  the  guarantee. 

Comfort  guaranteed  or  you  get  25,000  miles. 

Can  a  seat  be  so  comfortable  that  it  actually  conies  with  a  guarantee?  Certainly,  if  it  is  our  new  business  class 
Cradle  Seat.""  We've  designed  it  with  only  your  comfort  in  mind.  Simply  try  our  patented  Cradle  Seat  through 

December  31  and  if  for  any  reason  you  feel  it's  not  the  most  comfortable  international  business  class  seat, 
simply  write  us  and  tell  us  why  and  we'll  give  you  25,000  Executive  Club'  miles;  enough  for  an  economy  class 
round-trip  ticket  anywhere  in  the  continental  USA  served  by  our  partners,  USAir,  America  West,  Alaska 
Airlines  or  American  Airlines!  Before  you  travel  simply  join  Executive  Club,  our  frequent  flyer  program,  by 
calling  1-800- AIRWAYS.  And  experience  for  yourself  why  only  one  seat  actually  comes  with  a  guarantee. 


 BRITISH  AIRWAYS 

The  world's  favourite  airline8 

tisfactory  seat  to:  British  Airways  Executive  Club.  P.O.  Box  1757,  Minneapolis,  MN  55440-1757,  postmarked  no  later  than  Jan.  17.  1997.  Only  one  25.000  mile  bonus  per  member  account  regardless  of  number  of 
i.  Bonus  miles  not  valid  toward  tier  progression.  Offer  not  available  in  conjunction  with  any  discount  coupon  or  upgrade  and  cannot  be  combined  with  any  other  offer  or  promotion.  Other  terms,  conditions  and 
-ictions  may  apply.  See  your  British  Airways  Executive  Club  membership  handbook  0  1996  British  Airways  Pk  *American  Airlines  is  a  registered  trademark  of  American  Airlines.  Inc. 


Tossed  out  of  the  publishing  business 
just  two  years  ago,  flamboyant  Dick  Snyder 

is  back  with  a  vengeance. 

tie  best  revenge 


By  Lisa  Gubernick 


Richard  E.  Snyder,  once  the  high- 
living,  publicity-loving  chief  execu- 
tive at  Simon  &  Schuster,  was 
abruptly  fired  two  years  ago  by 
Viacom  media  magnate  Sumner 
Redstone.  Now  Snyder  is  back,  this 
time  in  children's  books. 

Snyder  credits  his  3 -year-old  son, 
Elliott,  with  preparing  him  for  the 
new  position.  "I  understood  every- 
thing about  publishing,  except  for 


Golden  Books'  Dick  Snyder  with  his  wife,  Laura,  and  their  3-year-old  son,  Elliott 

Being  an  older  dad  gave  Snyder  the  confidence  to  plunge  into  the  world  of  children's  books. 
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The  Merrill  Lynch  Performance  Difference 


With  Merrill  Lynch,  your  401(k) 
program  may  not  look  quite  like  any  other. 
But  it  will  fit  you  to  perfection. 

At  Merrill  Lynch,  your  401(k)  program  can  be  tailored  specifically  to  your  unique 
requirements.  We  can  help  you  develop  solutions  in  the  key  areas  of  401(k)  program  design: 


Bundled  Services 

By  bundling  employee  benefit 
and  record-keeping  services, 
you'll  gain  maximum  flexibility 
and  value  from  your  plan. 

Technology 

Merrill  Lynch  has  a  flexible  systems 
architecture.  And  we  are  committed  to 
investing  in  state-of-the-art  technology 
to  best  serve  you  and  your  employees. 

Investment  Management  Expertise 

Every  client  benefits  from  the  firm's 
highly  ranked  investment  manage- 
ment expertise  and  access  to 
nearly  400  mutual  funds. 

Education  and  Communications 

Merrill  Lynch's  award-winning 
education  and  communication 
programs,  built  upon  our 
financial  planning  and 
investment  expertise, 
are  proven  to  increase 
^plan  participation. 

For  more  information,  call 
Donna  Winn,  First  Vice  President, 
at  609-282-2233.  Because  there's 
a  big  difference  between  your  40 1  (k) 
planning  needs  and  everybody  else's. 


The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 

©1996  Merrill  Lynch,  Pierce,  Fenner  &  Smirh  Incorporate!.  Member  SIPC. 
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s  books,"  he  says, 
in  older  parent  I'm 
kids'  books  again, 
kids'  videos.  It  gave 
lence." 

spring  Snyder,  Barry 


Diller  and  Warburg,  Pincus  Ven 
tures,  L.P.  bought  a  controlling 
interest  for  $65  million  in  $374 
million   (fiscal   1996  revenues 
Western  Publishing.  In  the  brief 
period  since  then,  he  has  reshaped 
the  venerable  publisher  of  kids' 
Golden  Books. 

During  the  reign  of  former  chief 
executive  Richard  A.  Bernstein, 
Western  Publishing  languished, 
going  to  hell  in  a  handbasket.  Com- 
petitors like  Simon  &  Schuster  and 
Random  House  were  running  cir- 
cles around  Western  in  some  mar- 
kets. With  prices  too  high  and  its 
designs  cheesy,  revenues  for  its 
"sight-and-sound"  books  (with 
audio  chips)  fell  to  $20  million  from 
$100  million  in  just  three  years. 
Since  1993  Western  has  lost  over 
$140  million;  its  shares  have 
dropped  to  a  low  of  8  from  23. 

Bernstein  seemed  more  inter- 
ested in  shaving  costs  than  in 
running  the  main  business.  He 
refused  to  use  direct-deposit  pay- 
checks so  he  could  keep  the  float  on 
employees'  money.  Never  mind  that 
he  was  losing  scores  of  hours  of  pro- 
ductivity while  employees  stood  in 
line  at  the  bank. 

Snyder  got  right  down  to  basics. 
He  renamed  Western  Publishing 
"Golden  Books  Family  Entertain- 
ment." Within  three  months  of 
taking  over,  he  raised  $140  million, 
$115  million  in  a  private  placement, 
the  rest  an  equity  infusion  from  a 
new  partner,  Hallmark  Cards. 
Snyder  now  envisions  Poky  Little 
Puppy  videos,  and  even  an  entire  line 
of  Golden  Books  for  adults  that  will 
dispense  advice  on  things  like  child 
rearing.  "We  want  to  build  a  focused 
entertainment  company  across  all 
media,"  says  Snyder. 

Several  licensers  were  on  the  brink 
of  canceling  their  contracts.  George 
Lucas,  of  Star  Wars  fame,  wanted 
nothing  to  do  with  Western.  But 
that  was  before  Snyder  hired  away 
Willa  Perlman  from  Simon  &  Schus- 
ter to  head  Golden's  children's  book 
unit.  On  her  first  day  Perlman  was 


<fWe  want  to  be 
the  licensers,  not  just  the 
licensee,"  says  Snyder.  So  in 
August  he  bought  Broadway 
Video,  home  of  Lassie  and 
the  Lone  Ranger. 


dispatched  to  San  Francisco  to  try  to 
change  Lucas'  mind  before  the  cov- 
eted new  Star  Wars  licenses  were 
assigned  elsewhere. 

Lucas  is  now  solidly  in  the  fold. 
Golden  will  handle  the  Star  Wars 
kids'  book  line  when  a  host  of  Star 
Wars  products  are  relaunched  in 
February.  Same  story  at  Henson 
Productions,  home  of  the  Muppets. 
Based  on  the  new  team's  reputation, 
Henson  recently  signed  on  for 
another  five  years. 

Under  Bernstein,  Western  had 
focused  its  sales  efforts  on  mass  mer- 


chants like  Kmart  and  Wal-Mart, 
largely  ignoring  the  book  chains, 
which  now  sell  about  20%  of  all  chil- 
dren's books. 

"They  would  only  sell  us  books 
by  the  gross;  they  wouldn't  guar- 
antee us  specific  titles,"  complains 
Maureen  Golden,  general  mer- 
chandising manager  for  Barnes 
&  Noble.  "They  wouldn't  do 
individual  bar  codes  for  each 
title.  They  made  it  impossible 
for  us  to  do  business." 
■  "There  have  been  so  many 

missed  opportunities,"  says 
Perlman.  "But  I  think  we  now 
have  the  opportunity  to  be  for- 
midable." Next:  Having  nailed 
down  the  existing  licensers, 
Snyder  wants  badly  to  add  more 
characters  to  Golden's  library. 
Says  Snyder:  "We  want  to  be 
the    licensers,    not    just  the 
licensee."  In  August  Golden  spent 
$91  million  to  acquire  Broadway 
Video,  a  film  company  that  owns 
titles  to  characters  including  Lassie, 
the  Lone  Ranger  and  Underdog. 

Snyder  hired  Broadway  Video 
Chief  Executive  Eric  Ellenbogen  to 
mine  the  Golden  library  for  more 
properties  with  video  potential.  The 
goal:  a  Golden-owned-and-pro- 
duced  Golden  Books  Storybook  Hour 
that  will  be  shown  on  cable. 

He  has  also  begun  talks  to  acquire 
Nelvana  Ltd.,  a  Canadian  animation 
company  that  produces  such  car- 
toons as  Babar  and  The  Adventures 
ofTintin. 

There  are  obvious  synergies 
between  Golden  and  its  new  partner. 
Hallmark  owns  Binney  &  Smith  (the 
company  that  makes  Crayola 
crayons)  and  controls  the  license  for 
such  characters  as  Maxine,  Pen- 
daKids  and  Vera  the  Mouse. 

Hallmark's  president,  Irvine  O. 
Hockaday  Jr.,  wants  to  capitalize  on 
Golden's  library — think  Crayola- 
Golden  coloring  book  promotions 
and  a  Golden  Book  section  at  the 
Kid  Zones,  which  Hallmark  is  cur- 
rently testing  for  its  8,000  stores. 

"Golden  Books  is  one  of  the 
world's  great  consumer  franchises," 
Snyder  purrs.  "Over  half  of  all 
women  have  bought  a  Golden 
Book — even  Disney  characters  sell 
better  in  Golden  Books." 

Take  that,  Sumner  Redstone!  H 
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It  s  like  having  gravy 

on  your  tie  «  only  worse.  When 

Shawn  Dalcour  s  car  was  sideswiped  by  a  taxi  on  his 
way  to  pick  up  a  client,  his  immediate  concern  was 
appearances.  You  see,  Shawns  a  salesman.  Taking  a 
prospective  customer  to  lunch  in  a  smashed  up  car  just 
wouldn't  cut  it.  Shawn  ajgjc  called  Garrv  Mitchell, 
his  Allstate  Agent,  who  JHL  reminded  him  that  his 
coverage  provided  tor  a  mm;  rental  car  in  the  event 
of  just  such  a  mishap.  Shawn  then  drove  the  car  to 
a  body  shop,  where  he  was  met  by  someone  from  the 
rental  car  agency.  Within  the  span  of  an  hour,  he 
was  on  his  way  to  his  appointment,  his  professional 
image  not  the  least  bit  tarnished.  Fof  Shawn  — 

Being  in  good  hands  is  the  only  place  to  be. 

Both  of  Shawn  Dalcour's  cars  are  insured  through  Allstate  Agent  Garry  Mitchell  of  Hillside,  Illinois. 
Garry's  the  spitting  image  of  his  father,  who  had  Shawns  business  prior  to  his  retirement. 


Weils  Fargo  is  well  on  its  way  to  becoming  a  cyberbank. 
While  rivals  snicker  about  the  resulting  snafus, 

'  people  stick  to  a  fundamental  policy:  "Do  it,  fix  it,  learn, 


Cyberbanking 


By  Seth  Lubove 

Soft-spoken,  rail-thin  and  bespecta- 
cled, Wells  Fargo  &  Co.  Chief  Exec- 
utive Paul  Hazen  could  play  a  con- 
servative banker  on  TV.  "The  riskiest 
thing  I  do  is  drive  across  the  Golden 
Gate  Bridge  every  day,"  he  says. 
Don't  be  fooled  by  that  bankerly 
pose.  Hazen  and  his  colleagues  are 
throwing  away  the  book  on  what 
constitutes  a  bank  and  are  writing  a 
new  book. 

Now,  surely  there's  a  lot  of  risk  in 
that.  Hazen  responds:  "There's  more 
risk  in  staying  where  you  are." 

Generations  of  Americans  thought 
of  their  bank  as  a  solid  building  with 
impenetrable  vaults  and  marble 
floors,  soaring  ceilings,  a  hushed  envi- 
ronment. You  felt  safe  with  your 
money  in  a  place  like  that.  But  as 
money  has  become  less  tangible,  the 
need  for  such  symbolism  has  faded. 
Money  today  is  a  plastic  charge  card, 
entries  in  a  computer,  insubstantial 
but  intensely  real.  "We  think  retail 
banking  customers  are  looking  for 
the  same  things  as  they're  looking  for 
in  the  rest  of  their  lives — value  and 
convenience,"  says  Joseph  Stiglich, 
head  of  Wells'  retail  banking  group. 
Better  the  money  should  come  to 
them  than  they  should  have  to  go  to 
the  money. 

Since  1980,  and  following  two 
huge  acquisitions,  Wells  has  closed 
more  traditional  branches  in  Califor- 
nia than  the  1,117  it  still  operates. 
(This  excludes  the  716  acquired  in 
the  First  Interstate  Bancorp  deal.) 

Banking,  despite  the  waves  of 
mergers,  is  a  competitive  business. 
Loans  and  deposits  are  fungible. 
There's  no  such  tiling  as  Wells  money 
or  Chase  money  or  Bank  of  America 
money.  In  such  a  business  victory 
inevitably  goes  to  the  low-cost  pro- 
ducer. It  would  cost  Wells  as  much  as 
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$4  million  to  open  a  traditional, 
6,000-to-7,000-square-foot  branch. 
For  $50,000  it  can  open  a  branch  in 
a  supermarket  with  a  couple  of 
employees,  or  maybe  one.  Employees 
working  at  the  supermarket  branches 
sell  three  times  as  many  loan  products 
as  those  in  the  traditional  branches. 
In  short,  more  sales  per  square  foot 
at  less  cost. 

Not  everyone  agrees  with  Wells' 
strategy.  Rivals  in  California  say  they 
are  picking  up  thousands  of  disgrun- 
tled customers  from  First  Interstate, 
which  Hazen  acquired  earlier  this 
year.  These  folks,  rivals  say,  resent  the 
closing  of  their  familiar  branch.  "We 
currently  have  the  fastest-growing 
checking  account  base  of  any  major 
bank  in  California,  and  I  thank  Wells 
Fargo  for  that,"  brags  Stephen 
Trafton,  chairman  and  chief  executive 
of  Glendale  Federal  Bank,  a  large 
thrift.  The  local  press  reported  plenty 
of  snafus — many  directly  attributable 
to  technology — when  Wells  took  over 
First  Interstate.  Wells'  basic  response 
is:  We  don't  want  to  lose  the  older 
customers,  but  we  want  die  younger, 
computer-literate  crowd. 

In  short,  Hazen  and  his  fellow 
Wells  bankers  don't  much  care  what 
the  rest  of  the  industry  thinks.  "Do 
it,  fix  it,  learn,"  goes  one  internal 
mantra.  Note  that  "do  it"  precedes 
"fix  it,"  rather  than  the  other  way 
around. 

Hazen's  larger-than-life  predeces- 
sor, Carl  Reichardt,  deliberately 
bucked  prevailing  trends  in  banking. 
While  other  commercial  banks  were 
expanding  globally  during  the  1980s, 
Reichardt  sold  Wells'  international 
operations,  bought  Crocker  Bank  and 
concentrated  on  California  real  estate 
lending. 

Those  policies  largely  spared  Wells 


Wells  Fargo's 
Paul  Hazen 
in  the  bank's 
history  museum 
Throwing  away 
the  book  on  what 
constitutes 
a  bank,  and  writ- 
ing a  new  book. 
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from  the  Latin  American  lending 
crisis,  but  landed  it  in  the  soup  with 
the  la  ercentage  of  commercial 
operty  ;oans  of  any  major  bank  in 
t  country  when  California  sank 
:o  recession.  Short-sellers  swarmed 
over  the  stock.  Rumors  spread  that 
Wells  was  a  goner.  Reichardt  resisted 
pressure  to  dump  shaky  or  nonper- 
forming  loans  in  a  bulk  sale  at  a  time 
when  "biting  the  bullet"  with  big 
writeoffs  was  fashionable  among 
bankers. 

Watching  approvingly,  Warren  Buf- 
fett  stepped  in  and  bought.  Today 
Berkshire  Hathaway  owns  14%  of 
Wells1  94  million  common  shares. 


Sure  enough:  California  property 
recovered.  Wells1  earnings  climbed 
last  year  to  a  record  $1  billion.  The 
stock  jumped  from  $41.25  in  1990 
to  about  $253  today.  Wells  Fargo's 
2%  return  on  assets  and  30%  return 
on  equity  is  near  the  top  of  the  indus- 
try heap.  Wells  has  become  a  school 
for  bank  executives.  Its  alumni  today 
head  such  respected  institutions  as 
Bankers  Trust  and  First  Bank  System 
of  Minneapolis. 

What  all  these  executives  learned 
at  Wells  was  that  technology  is 
changing  the  rules  for  banking. 
Computers  and  information  technol- 
ogy are  no  longer  merely  bookkeep- 


ing tools.  They  offer  the  means  of 
transforming  the  business. 

Wells  was  an  early  user  of  automat- 
ed teller  machines.  Today  almost  80% 
of  Wells'  customers  use  an  ATM  once 
a  month,  compared  with  50%  for  the 
industry. 

Wells  pioneered  lending  via  tech- 
nology. Most  bankers  didn't  believe 
you  could  safely  do  small  business 
loans  without  individual  credit  analy- 
sis. Wells  developed  proprietary  algo- 
rithms and  credit-rating  scorecards 
that  have  allowed  it  to  become  the 
nation's  largest  small  business  lender, 
doing  banking  from  Maine  to  Flori- 
da, Iowa  to  Texas.  Yet  it  didn't  have 


Joseph  Stiglich,  head  of  retail  banking,  at  a  Wells  Fargo  banking  center  in  the  Marina  Safeway  in  San  Francisco 
Supermarket  branch  employees  sell  three  times  as  many  loan  products  as  those  in  traditional  branches. 
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"Ive  had  to  fly,  sit  in  taxis,  attend  meetings  and 
live  on  snacks  for  24  hours  straight.  Now  what?77 


i 


Now,  you  decompress  at  a  Four  Seasons  Hotel,  where  the  demands  of  husiness  feel  less  demanding.  A  suit  pressed  in  an  hour? 
I\  plane  ticket  in  minutes?  A  presentation  with  computer  graphics?  We  re  at  your  service  24  hours  a  day.  Our  menus  jk. 

selections  from  low-fat  linguine  with  tomato  and  hasil,  to  rack  of  lamh,  to  homei.iade  chicken  soup.  And  our 
iiealth  cluhs  and  pools  are  equally  irresistible  after  endless  hours  of  travel.  In  this  value-conscious  era,  the     FOUR  SEASONS  HOTELS 
lemands  of  husiness  demand  nothing  less.  For  reservations,  phone  your  travel  counselor  or  call  1~800~332~3442. 


Four  Seasons  •  Recent 
hotels  and  resorts 


Four  Si 


our  OMi.soii.s 


Regent.  Defining  the  art  of  service  at  40  hotels  in  1Q  countries. 
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A   NEW   INVESTOR'S  ADVANTAGE) 


American  Express  introduces  online 
investing  for  the  next  millennium. 

Experience   the  most  complete 
internet   trading  network. 

Backed  by  the  service  and  support  you  expect 
from  American  Express.  InvestDirect,  from  just 
$26.95  an  equity  trade* 

Take  advantage  of   the  most  comprehensive 
research  tools  ever  assembled  on  one  site.  Make 

smarter  investment  decisions  with  real-time  access  to  breaking  news  and  financial 
data.  InvestDirect/pt  with  power  tools,  from  just  $34.95  an  equity  trade*  And 
greater  discounts  for  frequent  traders. 


FROM 


a  trade 


Click  into  the  next  millennium. 

Visit  our  website  and  try  our  free  demo.  Open  your  online  account  today. 


Financial 
Direct 


1-800-658-467  7,  ext.  107 


TRY 


FREE 


Visit     our  web 


t  e  now 


www.americanexpress.com/direct 

^InvestDirect:  $26.95  for  each  equity  trade,  InvestDirect  /pt:  $34.95  for  each  equity  trade,  $29.95  with  frequent  trader  discount  beginning  after  10  equity  trades  in  a  12  month 
period.  For  all  trades,  add  $0,005  jor  each  share  up  to  1 ,000  and  $0,025  for  each  share  thereafter.  The  advertised  commission  rates  do  not  apply  to  bonds,  options  or  mutual  funds.  Trade 
requests  for  bonds  and  options  must  be  made  by  telephone.  There  may  be  fees  for  special  services  or  under  certain  conditions.  Please  consult  the  commission  schedule  for  more  information. 

American  Express  Service  Corporation,  Inc.,  member  NASD  and  SIPC. 


William  Zuendt, 
Wells  Fargo 
president 
Paying  penance 
for  Wells' 
risk-taking. 


a  single  branch  outside  California 
until  the  First  Interstate  acquisition. 
What  borrowers  want  is  money,  not 
oak  paneling  and  grandfather 
clocks — and  Wells  with  its  algorithms 
can  give  them  a  quick  yes  or  no. 

In  a  business  as  competitive  as 
banking — there  are  still  9,841  indi- 
vidual commercial  banks  in  the 
U.S. — the  low-cost  producer  comes 
out  ahead.  Wells  is  obsessed  with 
technology,  not  for  its  own  sake,  but 
for  what  it  can  do  to  reduce  costs. 
Wells  figures  that  for  every  2  million 
transactions  moved  from  a  branch  to 
a  telephone  operator  it  saves  $15  mil- 
lion— $7.50  per  transaction.  The  sav- 
ings mount  even  higher — to  $9.50 
per — if  handled  by  an  automated 
prompt  system. 

As  Wells'  need  for  traditional 
buildings  shrinks,  it  is  finding  ways  to 
wring  additional  revenue  from  exist- 
ing bank  branches.  Wells  is  planning 


to  put  Thrifty/PayLess  drugstores  in 
the  unused  portions  of  existing 
branches.  This  creates  traffic  for  both 
the  bank  and  the  druggist. 

Even  this  is  probably  merely  tran- 
sitional. "On-line  banking  is  the  Holy 
Grail,"  says  Dudley  Nigg,  an  execu- 
tive vice  president  overseeing  Wells'' 
electronic  banking  efforts.  As  money 
increasingly  becomes  digital  comput- 
er bits,  most  of  the  traditional  real 
estate  may  vanish  entirely.  Most  Wells 
bankers  still  dress  like  bankers.  Nigg 
is  famous  for  his  disheveled  hair  and 
casual  clothes  in  the  formal  setting 
of  executive  headquarters,  where 
he  has  come  to  symbolize  the  trans- 
formation that  is  sweeping  the 
industry.  But  this  goes  beyond  sym- 
bolism. Wells  is  well  ahead  in  on-line 
banking. 

Through  Intuit's  Quicken, 
Microsoft  Money,  Prodigy  and  an 
Internet  Web  site,  Wells  now  services 


200,000  cyberaccounts,  up  from 
20,000  just  20  months  ago.  Unlike 
banks  such  as  NationsBank,  which 
recently  chose  to  go  it  alone  in  an 
IBM  banking  venture,  Wells  is  cooper- 
ating with  Intuit  and  Microsoft. 
More  timid  traditional  bankers  are 
afraid  that  the  on-line  services  may 
one  day  steal  their  customers.  Wells  is 
willing  to  take  the  chance.  It  views 
the  services  as  ways  to  attract  and 
keep  customers  rather  than  as  poten- 
tial rivals. 

"We  don't  know  where  it  ends," 
Nigg  says,  warming  up  to  his  sub- 
ject. "There  is  the  potential  here  for 
the  bank  to  be  a  trusted  gateway" 
on  the  Internet.  Meaning  what? 
Meaning  that  the  Internet  can  easily 
make  you  a  nationwide — even  a 
worldwide — bank  even  though  you 
have  little  physical  presence  outside 
California. 

Nigg  is  engaging  in  a  little  blue 
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Is  your  retained  risk  safe 
from  the  great  unknown? 


You  chose  to  self-insure  so  you  could  control  the  cost  of 
sk.  But  risks  change,  and  you  need  a  plan  that  is  as 
exible  as  it  is  secure. 

AM-RE  MANAGERS  is  a  dynamic,  innovative  team  of 
rofessionals  exclusively  dedicated  to  meeting  the  needs 
f  the  self-insured.  We  can  help  you  improve  risk  man- 
gement,  manage  claims  and  provide  risk  financing  to 
dd  long-term  stability  to  your  balance  sheet. 
We  are  organized  by  client  needs,  not  by  product  line.  So 
e're  free  to  draw  on  global  resources  to  get  a  total  picture 


of  your  business.  From  there,  we  can  build  a  customized 
program  that  improves  the  efficiency  of  your  risk  retentions 
and  keeps  you  in  control,  regardless  of  what  lies  ahead. 
If  you  want  to  keep  your  head  above  the  clouds,  ask  your 
broker  about  AM-RE  MANAGERS. 

Cam-re  managers,  inc. 


A  subsidiary  of  American  Re  Corporation. 

685  College  Road  East,  Princeton,  NJ  08543-5241  (609)  275-2000. 

American  Re  Corporation  Group  is  rated  A+  (Superior)  by  A.  M.  Best 
and  has  statutory  assets  of  $5.1  billion. 
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sky — the  Internet  is  still  not  as  secure 
as  your  trusted  bank  branch.  But  with 
the  U.S.  government  pledging  to 
abandon  paper  checks  for  electronic 
funds  transfers  by  1999  (Forbes, 
Sept.  9),  momentum  is  growing  for  a 
checkless  society. 

"Today  technology  is  on  an 
express,"  says  Nigg,  49,  who  was 
raised  in  Rhodesia  before  it  became 
Zimbabwe.  "If  you're  not  on  the 
train,  I  don't  know  how  you'll  catch 
it."  Many  other  bankers  are  taking  a 
wait-and-see  attitude  toward  on-line 
banking.  "Little  old  lemmings  fol- 
lowing down  the  path,"  scoffs  Nigg. 
While  competitors  dither  about  aban- 
doning traditional  branches,  Wells  has 
locked  in  nine  of  California's  ten 
biggest  supermarket  chains  as  in-store 
minibranch  sites. 

Nigg  reports  to  50-year-old 
William  Zuendt.  After  earning  an 
M.B.A.  from  Stanford,  Zuendt  joined 
Wells  Fargo  in  1973,  directed  its 
retail  banking  operations  through  the 
1980s  and  is  now  second  in  com- 


mand to  Hazen.  Zuendt  pulls  out  a 
Mondex  money  card,  another  tool  in 
Wells'  preparation  for  a  cashless  soci- 
ety. "This  is  how  I  paid  for  coffee  this 
morning,"  he  says. 

The  Mondex  card  is  a  cash  substi- 
tute, not  a  credit  card  substitute. 
Holders  buy  dollars,  and  the  amount 
is  recorded  in  a  small  chip  in  the 
card.  You  swipe  the  card  in  a  mer- 
chant's card  reader,  which  deducts 
for  a  sale.  It's  still  a  pilot  program, 
but  Zuendt  says  the  card  could  elim- 
inate the  need  for  cash  register  clerks 
since  customers  could  ring  up  a  sale 
on  their  own. 

As  Wells  closes  more  of  its  tradi- 
tional branches,  its  loan  officers  are 
literally  out  on  the  street.  Which  is 
where  Wells  thinks  they  belong.  Lug- 
ging laptop  computers,  they  go  to 
potential  borrowers,  rather  than  vice 
versa,  tickle  their  keyboards  and 
within  a  few  minutes  say  yes  or  no  to 
a  loan. 

Wells'  bigger  crosstown  rival,  Bank 
of  America,  isn't  asleep.  Bank  of 


America,  however,  is  moving  much 
more  slowly  in  abandoning  the  famil- 
iar big  branches.  Its  executives  have 
watched  with  gleeful  interest  as 
reports  mount  of  misplaced  balances 
at  Wells,  frequent  downtime  on  the 
telephone  banking  system  and,  in  one 
case,  a  delayed  deposit  of  $40.3  mil- 
lion in  paychecks  from  UCLA  and 
other  employers.  Glendale's  Trafton 
sometimes  sets  up  tables  outside 
Wells  Fargo  branches  to  raid  new 
depositors.  Glendaie  has  gone  on  the 
radio  with  a  spoof  of  Wells'  advertis- 
ing: "For  a  summary  of  the  new  ways 
we'll  be  jerking  you  around,  press 
one,"  goes  the  ad. 

Wells'  Zuendt  just  smiles  at  his 
competitors'  barbs.  Some  of  the 
adverse  newspaper  clippings  are  blown 
up  and  posted  on  his  wall.  "It's 
penance,"  he  says,  echoing  that  famil- 
iar Wells  Fargo  mantra:  "Do  it,  fix  it, 
learn."  Risk?  Sure.  But  as  Zuendt's 
boss  Paul  Hazen  says,  these  are  days 
when  doing  nothing  is  the  riskiest 
thing  of  all.  ■ 
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What's  a  Michigan  utility  doing  in  India? 
Looking  for  high-voltage  growth— and  finding  it. 


andering 
wolverine 


By  Rita  Koselka 

Without  fanfare,  cms  Energy 
Corp.,  formerly  Consumers  Power, 
started  the  turbines  on  its  power 
plant  in  India  at  the  beginning  of 
August.  The  235 -megawatt  plant  in 
the  state  of  Andhra  Pradesh  thus 
became  the  first  foreign-owned-and- 


operated  power  plant  to  go  on  line  in 
India.  It  wasn't  easy.  In  partnership 
with  an  Indian  outfit,  gvk  Industries, 
cms  had  to  steer  clear  of  the  kind  of 
political  controversy  that  plagued 
Enron's  India  power  project. 

"The  last  three  or  four  years  have 


been  such  a  joy,  they  almost  make  up 
for  the  first  six,"  chuckles  CMS  Chief 
Executive  William  McCormick,  who 
joined  CMS  in  1985  after  his  former 
employer,  American  Natural  Re- 
sources Co.,  was  taken  over  by  gas 
pipeline  company  Coastal  Corp. 

India  isn't  McCormick's  only  suc- 
cess. His  first  six  years  as  boss  of 
Michigan's  biggest  public  utility — 
the  nation's  fourth  largest — involved 
cleaning  up  the  fiscal  mess  that  was 
created  at  Midland,  cms'  giant 
nuclear  power  plant. 

Situated  in  an  industrial  belt  amidst 
the  farmlands  of  central  Michigan, 
the  $4  billion  plant  radiated  trouble 
from  the  minute  plans  were  drawn 
up.  Construction  delays,  out-of-con- 
trol  costs  and  public  opposition 
resulted  in  losses  of  over  $1.5  billion 
between  1985  and  1990. 


CMS  Chief  Executive 
William  McCormick 
Not  only  has  he 
got  CMS  looking 
outside  the  Great 
Lakes  for  oppor- 
tunities, he's  got 
it  looking  over- 
seas. "If  there 
are  any  higher 
returns  available 
through  industry 
consolidation  in 
this  country,  the 
regulators  will 
send  them  back 
to  consumers,  not 
to  shareholders." 
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TO  IT,  YOU  LOOK  LIKE  THE  WORLD'S  LARGEST  PERSON. 


ntroducing  the  OlympusR  Infinity  Stylus  Zoom  105. 

^s  a  matter  of  fact,  it  really  is  the  world's  smallest  weatherproof 
IX  zoom  camera -its  state-of-the-art  design  means  it  fits  easily 
n  the  palm  of  your  hand.  But  the  Stylus  Zoom  105  is  more  than 
usf  small.  Its  sleek  body  also  happens  to  house  an  incredibly 
>owerful  38-105mm  lens  -  enough  zoom  power  to  make  a  mountain 
>ut  of  any  molehill.  The  introduction  of  the  Stylus  Zoom  105  continues 
i  tradition  of  excellence  that  has  made  the  Stylus  series  our 
>est-selling  line  of  cameras,  with  over  6  million  sold  worldwide, 
o  us,  that's  nothing  short  of  an  amazing  achievement.  To  you  — 
veil,  just  go  to  your  local  camera  store  and  decide  for  yourself. 

HOW  THE  BIG  SHOTS  TAKE  SNAPSHOTS.™ 


OLYMPUS 


>1996  Olympus  America  Inc.  In  USA  call  1.800. 6. CAMERA  or  write  Olympus  America  Inc.,  2  Corporate  Center  Drive,  Melville,  NY  11747. 
Canada:  Carsen  Group,  Inc.,  Toronto.  Internet:  http://www.olympusamerica.com 


Rreve    uive  Medicine: 
l  ment  tools  help 
you  monitor,  analyze, 
and  control  your  PCs 

and  keep  them  healthy. 


The  dependability 
of  Intel 
architecture.  • 


Pentium®  Pro  processor- 
based  systems  and  the 

right  manageability  tools, 
like  Intel's  LANDesk® 
Management  products, 
can  save  you  money  on 

support  and  maintenance1 


(DI996  Intel  Corporation.  'Indicated  names  are 
trademarks  tit  other  companies,  i  When  compared  to 
systems  without  software  and  hardware  assisted 
manageability  tools  •  tRefers  to  performance 
as  compared  to  the  Pentium  processor 
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SHOPPING  LIST: 

l^^f  Pentium  Pro 
IJlJ  processor 

(T^  Standards-based 
.1^  1  management  software 

CT2rt  Built-in  hardware 
KJ  instrumentation 

PENTIUM®  PRO 
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We'd  be  happy  to  tell 

you  even  more. 
Just  visit  our  Web  site. 
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5.5  Million  Transistors. 
(Go  ahead,  count  era.) 


PROUD  PARTNER 


ISO 

_JF  1846-1996 
Smithsonian 
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The  right  choice  for 
Windows  NT,* 
Windows' 95  'A 
or  any  other  .CA 
32-bit  operat- 
ing  system. tf 


www.  intel.com/pentiumpro 


Managea 


man"age  -a*biri*ty, 

h,  the  ability  to  simplify  and  automate  the  maintenance 
and  support  of  business  computing  with  the  right 
hardware  and  software  tools,  i.e.,  Pentium  Pro  processor- 
based  systems  with  the  right  manageability  software. 


intel 

The  Computer  Inside." 


CMS-GVK  plant 
in  Jegurupadu,  India 
McCormick  would 
rather  get  smaller 
initial  returns 
in  a  growing 
market  such  as 
India  than  be 
seduced  by 
Crocodile  Dundee 
and  a  mature  mar- 
ket like  Australia. 


Remember,  this  is  a  public  utility 
with  a  monopoly  on  power  sales  in  its 
region.  You  have  to  work  at  losing 
money  in  a  business  like  that. 

Rather  than  trying  to  salvage 
nuclear  power,  in  the  late  1980s 
McCormick  convinced  Michigan's 
skeptical  Public  Utility  Commission 
to  permit  CMS  to  convert  the  plant 
from  nuclear  to  natural  gas  and 
steam.  That  added  $600  million  to 
the  already  high  cost,  but  the  proba- 
ble alternative  was  to  wipe  out  the 
investment  and  abandon  the  plant. 

Fortunately,  Michigan's  economy 
has  picked  up  smartly,  as  has  power 
usage.  Last  year  the  once  almost 
doomed  Midland  plant  contributed 
$61  million  to  operating  profits  of 
$600  million. 

Earlier  this  year  Michigan's  utility 
commission  approved  a  2.1%  increase 
in  electricity  rates — the  first  in  many 
years — and  has  scheduled  a  gradual 
deregulation  plan.  Deregulation, 
which  panics  many  utility  executives, 
doesn't  worry  McCormick.  "We've 
secured  85%  of  our  at-risk  industrial 
customers,"  he  says. 

Despite  the  pricing  pressures  of 
deregulation  and  competition,  cms' 
utility  operations  in  Michigan,  which 
count  for  80%  of  irs  $4  billion  in 
1996  revenues,  should  grow  by  3% 
over  the  next  few  years,  compared 
with  2%  for  the  industry. 

McCormick  is  steering  clear  of  the 


current  wave  of  utility  mergers  and 
takeovers.  Instead,  he's  looking  over- 
seas for  growth.  India  is  just  a  start. 
CMS  wants  to  use  its  technology  to 
build  power  plants  and  pipelines. 
Whether  the  project  calls  for  coal,  oil, 
gas,  steam,  hydroelectric  or  nuclear 
power,  CMS  is  ready  to  provide  it. 
With  a  Ph.D.  in  nuclear  engineering 
from  MIT  and  stints  in  the  White 
House  Energy  Policy  Office  and  at 
American  Natural  Resources,  Mc- 
Cormick has  the  experience. 

Thus,  over  the  past  five  years,  he 
has  built  CMS'  unregulated  business 
to  20%  of  cms'  revenues  from  less 
than  8%.  Such  businesses  as  oil  and 
gas  exploration,  independent  power 
production  and  natural  gas  distribu- 
tion will  contribute  $900  million  of 
cms'  $4.2  billion  in  1996  revenues 
and  $133  million  of  its  $634  million 
in  operating  profits. 

Last  year  CMS,  in  partnership  with 
the  Swiss  firm  abb,  won  a  contract  for 
a  major  expansion  in  the  largest 
power  plant  in  Morocco,  80  miles 
south  of  Casablanca.  The  announce- 
ment of  the  $1.6  billion  deal  stunned 
the  never-unassuming  French, 
Morocco's  former  colonial  masters, 
who  had  thought  they  would  win  it. 

McCormick's  strategy  is  to  diversi- 
fy his  geographic  risk,  focus  on  coun- 
tries with  a  history  of  political  stabil- 
ity, take  on  local  partners  and  proceed 
patiently.  He  currently  has  power 


plants  and  pipeline  agreements  in 
Argentina,  Chile  and  the  Philippines, 
as  well  as  the  projects  in  India  and 
Morocco,  cms  also  has  oil  and  gas 
operations  in  Venezuela,  Colombia, 
the  Congo,  Tunisia  and  Yemen,  and 
reserves  have  been  growing  at  16% 
annually. 

But  McCormick  picks  his  projects 
carefully.  He  has  avoided  Russia  and 
China,  two  big  developing  markets. 
"Too  much  political  risk,"  he 
explains.  For  different  reasons,  he  has 
stayed  out  of  developed  countries  like 
Australia.  There,  he  felt,  American 
companies  overpaid  tremendously  to 
get  a  piece  of  the  privatized  power 
business.  "We  paid  less  than  a  third 
for  each  customer  in  the  Entre  Rios 
area  of  Argentina  compared  to  what 
was  paid  on  average  in  the  Australian 
privatization,"  says  McCormick.  The 
Argentinean  customers  may  spend 
less  initially,  but  the  market  is  less 
mature. 

To  finance  these  overseas  invest- 
ments, which  will  require  another 
$1.1  billion  over  the  next  three  years, 
McCormick  has  CMS'  ample  cash 
flow:  $682  million  last  year.  But  he'd 
also  like  to  get  CMS'  debt-to-total- 
capitalization  ratio,  now  68%,  below 
50%.  To  do  this,  he  may  sell  some  of 
Nomeco,  the  company's  oil  and  gas 
exploration  unit,  to  the  public. 

If  there  is  such  a  thing  as  a  growth 
utility,  this  would  seem  to  be  it.  H 
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SERVING  OUR  POLICYHOLDERS  IN  TIME 


BETTER 


1 1 

D  SO  ^HCAN  CONCENTRATE  ON  WHAT  THEY  NEED  TO  DO  MOST:  JUST  GET  SET 

1151 


WORKING  FOR  OUR  SHAREHOLDERS  TO  MAKE  OUR  FINANCIAL  PERFORMANCE  JUST  GET  BETTER 


PROVIDING  OUR  AGENTS  WITH  INNOVATIVE,  QUALITY  PRODUCTS  TO  HELP  THE  SERVICE  TO  OUR  CLIENTS  JUST  GET  BETTER 


I  '  I  ■  L 

TO  GROW  AND  THRIVE  AND  MAKE  OUR  ORGANIZATION  JUST  GET  BETTER 


ry  member  of  the  AFLAC  family  is  dedicated  to  serving  our  policyholders,  protecting  them  in  health  and 
ding  them  in  the  event  of  an  accident  or  illness.  We  are  continually  working  to  make  sure  our  efforts  allow 
r  clients  who  suffer  medical  setbacks  to  concentrate  on  this  one  important  thought:  Just  Get  Better. 


Insuring  Over  40  Million 
People  Worldwide 


AFLAC  INCORPORATED  IS  A  FORTUNE  50CP  COMPANY,  http://www.aflac.com  ©1996  American  Family  Life  Assurance  Company  of  Columbus  (AFLAC). 


A  classic  Crazy  Horse  number 

Ah,  the  possibilities— lingerie,  tours,  chocolate. 


What  has  Milwaukee's  staid  Journal  Sentinel 
in  common  with  the  Crazy  Horse  saloon  in  Paris? 

Sextant  and 
the  strippers 


By  Richard  C.  Morais 

It's  the  midnight  show  at  the 
Crazy  Horse  on  the  Ave.  Georges  V 
in  Paris.  A  dozen  well-proportioned 
dancers  like  Looly  Boop  and  Pussy 
Tax-Free  gyrate  erotically  across  the 
stage  floor  in  nothing  but  bearskin 
busbies. 

But  sex  isn't  what's  on  the  mind  of 
an  investment  banker  in  the  audience. 
He's  trying  to  persuade  a  prospective 
client  to  consider  the  franchising 
potential  of  the  $12  million  (rev- 
enues) upscale  strip  joint.  "That's  a 
classic  dance,"  he  says  of  the  contort- 
ing, naked  woman.  "And  look,"  he 
says,  pointing  at  the  waiters.  "Col- 
lecting. All  the  time  collecting." 


At  precisely  the  same  moment, 
some  4,000  miles  away,  an  invest- 
ment banker  in  Room  604  at  the 
Pfister  Hotel  in  Milwaukee  is  puffing 
on  a  Montecristo  cigar  and  trying  to 
persuade  some  shareholders  of  Jour- 
nal Communications,  Inc.  to  go 
along  with  his  hostile  $1  billion  bid 
for  their  company.  Who  wants  to  be 
the  publisher  of  Milwaukee's  Journal 
Sentinel  newspaper?  The  banker  is 
coyly  refusing  to  reveal  the  name  of 
the  client  who's  offering  some  $70  a 
share  for  the  $592  million  (revenues) 
company. 

What  these  deals  have  in  common 
is  Sextant  Partners,  a  ten-month-old 


investment  bank  based  in  London, 
Paris  and  New  York.  Remember  the 
name.  You're  likely  to  be  hearing 
much  more  about  it. 

A  14-man  operation,  it  is  run  by 
an  Englishman,  Christopher  Shaw, 
58,  and  a  Frenchman,  Jean-Louis 
Masurel,  56.  Shaw,  the  principal  rain- 
maker, is  no  Mr.  Nice  Guy.  A  hard- 
edged  Etonian,  he  made  his  name  in 
the  U.S.  in  the  1970s  and  1980s  as  a 
media  broker,  first  at  Bankers  Trust, 
then  as  president  of  Henry  Aisbach- 
er  Inc.  He  was  a  specialist  in 
medium-size  media  acquisitions.  His 
greatest  coup  came  in  1986,  when, 
acting  on  behalf  of  Sallie  Bingham, 
he  harrassed  the  Bingham  family  into 
selling  the  Courier-Journal  and 
Louisville  Times  tor  $305  million  to 
the  Gannett  Co. 

Shaw  is  a  complicated  character. 
The  son  of  a  High  Church  Anglican 
priest,  he  has  epicurean  tastes:  His 
custom  cigarettes  are  hand-rolled  on 
Long  Island;  his  partner  quips  that  he 
will  travel  only  "between  three-star 
and  two-star  restaurants." 

The  losing  publisher  of  the 
Louisville  battle,  Barry  Bingham  Jr., 
publicly  calls  Shaw  the  "junkyard  dog 
of  journalism." 
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WE'RE  MAKING  YOUR  CAR  SAFER 

Day  in  and  day  out,  your  car  carries  loads  so  priceless,  you'd  wish  you  were  driving  a 
Brinks  truck.  But  now,  thanks  to  Bayer,  you  can  be  assured  that  your  cargo  is  getting 
the  kind  of  protection  it  deserves.  Because  special  energy-absorbing  polyurethane 
foam  systems  we've  developed  are  helping  the  auto  industry  make  today's  cars  safer. 

FOR  YOUR  CARGO. 

In  bumpers,  headliners,  doors  and  instrument  panels,  our  foam  systems  are  reducing  risk 
of  serious  injury  by  absorbing  energy  better.  Helping  to  protect  your  car's  occupants  in  side 
collisions  up  to  35  mph.  And  while  we  hope  you  never  have  to  experience  the  benefits 
of  our  energy-absorbing  foams,  we  believe  that  they'll  make  you  safer  than  ever  before. 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in  health  care,  chemicals,  and  imaging  technologies. 
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Don't  look  now,  but  the  revolution  has  begun. 

Hospitals,  offices,  shopping  malls,  apartment  houses  and  even  some  power 
companies  are  using  fuel  cells  to  generate  primary  and  supplementary  electricity. 

And  the  world's  first  commercial  supplier  of  fuel  cells  is  International  Fuel  Cells 
Corporation,  a  unit  of  United  Technologies'  Hamilton  Standard  division. 

Which  means  that  the  power  source  of  tomorrow  is  here  today. 

At  1-800-660-6674,  to  be  exact. 
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UT  Automotive 
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Technologies 


"I'm  a  very  quiet,  shy  English- 
man," Shaw  demurs,  but  in  the  next 
breath  he's  boasting  that  he's  done 
"half  of  all  newspaper  deals  anywhere 
in  the  world." 

Sallie  Bingham  called  him  a  "first- 
class  hustler."  A  hustler  he  is.  He'll 
read  an  article  or  hear  some  gossip 
about  a  disgruntled  minority  share- 
holder, or  tired  management,  and 
lose  no  time  making  cold  calls  shop- 
ping the  company.  Once  he  has 
found  an  interested  party,  he  tells  the 
target  company  he  has  a  buyer — 
whether  they  like  it  or  not. 

This  summer  the  owners  of  Brant 
Publications  (Interview,  Antiques, 
Art  in  America)  told  a  trade  publica- 
tion they  were  considering  suing 
Shaw  and  Sextant  Partners  for  shop- 
ping Brant  without  their  authority. 
Shaw's  response  is  he  hasn't  heard 
from  Brant's  lawyers. 

The  quieter  half  of  Sextant  Part- 
ners, Jean-Louis  Masurel,  is  the  pol- 


ished product  of  France's  elite 
schools,  Harvard  and  Morgan  Guar- 
anty. In  the  1980s  Masurel  was  the 
managing  director  and  chief  operat- 
ing officer  of  lvmh  Moet  Hennessy- 
Louis  Vuitton;  during  his  shift  the 
market  cap  of  the  luxury  goods  con- 
glomerate climbed  from  $1.3  billion 
to  $7.8  billion.  Masurel  met  Shaw  in 
the  South  of  France  some  12  years 
ago  and  was  persuaded  to  become 
the  charming  Gallic  foil  to  Shaw's 
cold  British  dealster. 

Also  in  the  picture  is  Archibald 
Cox  Jr.,  56,  the  former  chief  execu- 
tive of  First  Boston  Corp.  and  son  of 
the  Watergate  prosecutor.  Cox  put 
money  into  Sextant  but  is  a  passive 
investor. 

The  new  firm  hit  the  ground  run- 
ning. In  the  first  four  months  of  this 
year,  Shaw  and  Masurel  made  600 
cold  calls  to  drum  up  business. 
They're  now  working  on  20  assign- 
ments, most  involving  media,  from 


Hong  Kong  to  Spain.  The  rest  is 
consulting  and  advising:  a  jeweler 
preparing  a  bid  on  a  company  five 
times  its  size;  a  specialty  food  pro- 
ducer looking  for  ways  to  enter 
Asia;  an  Anglo- U.S.  insurance  foray 
into  China. 

Back  to  Milwaukee.  A  month  after 
Sextant  was  formed,  Shaw  sent  a 
letter  to  Robert  Kahlor,  chief  execu- 
tive of  Milwaukee's  Journal  Commu- 
nications, Inc.,  offering  some  $70  for 
each  $36  share  on  behalf  of  an 
unnamed  client.  The  client  behind 
the  bid  would  reveal  himself  if  man- 
agement agreed  to  sit  down  and  dis- 
cuss the  offer  seriously. 

Kahlor  rejected  the  $1  billion  bid. 
"We  have  no  plans  to  meet  with  the 
representatives,"  he  informed  the 
2,600  stockholders.  The  company  is 
not  for  sale,  not  now,  not  ever.  "That 
should  be  the  end  of  it,"  he  wrote. 

Not  quite.  Once  Shaw  has  a  grip, 
he  won't  let  go — and  he  does  have  a 
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someday  you'll 
need  to  discuss 
money  matters  with 
your  parents. 


Everyone  knows  they  should  discuss  money  matters 

WITH  THEIR   FAMILY.   BUT  TOO  that    S  0  ID  6  d  3  y 

many  people  avoid  this  sen- 
sitive subject  until  a  crisis  forces  them  to  face  it. 
After  all,  subjects  like  aging  and  mortality,  as  well  as 
the  emotional  and  generational  issues  associated  with 
money,  are  never  easy  to  talk  about. 

Prudential  Securities'  Financial  Advisors  know 
their  investors  well  enough  to  understand  that  some- 
times, financial  advice  has  to  go  beyond  traditional 
investment  services. 

That's  why  we  wrote  "Families  8t  Money".  Our 

COMPREHENSIVE  GUIDE  OFFERS  EMOTIONAL  AND  PRACTICAL 
SUPPORT  AND  COUNSEL  THAT  CAN  HELP  OPEN  THE  DOOR  TO  A 
FRANK  DISCUSSION  WITH  YOUR  PARENTS  AND  ADULT  CHILDREN. 

1-800-654-5454    ,F  Y0U  D  L|KE  T°  start  talking  to 

6X1. 5  00  YOUR  FAMILY  ABOUT  MONEY,  START 

BY  CALLING  US  FOR  YOUR  FREE  COPY  OF  "FAMILIES  £t  MONEY". 


someday  you'll 
need  to  discuss 
money  matters  with 
your  children. 


http://www. prusec.com 

6  Prudential  Securities  Incorporated.  Member  S1PC. 


Prudential  Securities  ^ 

Knowing   the  Investor" 


Partner  Jean-Louis  Masurel 

The  genteel  part  of  the  equation. 


grip.  The  founding  family  heirs  con- 
trol only  10%  of  the  stock.  They  back 
management.  But  the  other  90%  is 
held  by  an  employee -ownership  trust 
established  in  1937. 

Not  all  the  beneficiaries  are  happy 
with  management. 

"It's  like  you're  standing  on  the 
beach  and  the  tide  is  coming  in," 
Shaw  once  explained  why,  in  situa- 
tions like  this,  change  is  inevitable. 
Shaw  went  after  jo  in  Milwaukee  by 
hiring  public  relations  hotshot  Jackie 
Markham — the  same  flack  who  pub- 


licly tortured  the  Bingham  family 
into  submission — and  Joel  McNally, 
a  former  Milwaukee  Journal  colum- 
nist who  was  let  go  during  a  merger 
but  still  owns  17,000  jci  shares. 

During  the  last  seven  months  the 
Sextant  team  has  been  stressing  in 
local  stories  and  newsletters  that  jci's 
net  income  has  increased  only  14%  in 
a  decade;  last  year  Kalilor  was  reward- 
ed for  such  lackluster  results  with  a 
22%  salary  increase,  to  $558,000. 

"This  is  not  a  happy  ship,"  says 
Shaw.  "The  company  is  underper- 


forming,  the  management  is  overpay- 
ing itself,  and  there's  a  Gestapo 
atmosphere.  We're  just  trying  to 
force  management  to  act  responsibly 
and  meet  our  client  and  have  proper 
discussions." 

Responds  jo  spokesman  Robert 
Dye:  "There's  nothing  to  vote  on. 
We  received  one  letter  back  in  Feb- 
ruary. We  don't  even  know  who  the 
bidder  is.  If  there  is  something  to 
vote  on,  we'll  vote." 

However  much  one  sympathizes 
with  management's  desire  to  keep 
ownership  and  management  in  the 
home  city,  time  and  tide  do  seem  to 
be  on  Shaw's  side. 

Sextant's  audacity  is  also  apparent 
in  the  Crazy  Horse  deal.  The  Crazy 
Horse  was  founded  by  Alain 
Bernardin  in  1951.  He  called  his 
classy  strip  show  Tart  du  nu" — the 
art  of  the  nude — and  5  million  cus- 
tomers have  sampled  the  art. 

It's  midnight  on  a  Monday  night 
and  75%  of  the  red  velvet  seats  are 
taken.  The  customers  have  paid  $100 
a  ticket  and  get  two  drinks.  The  rows 
of  Japanese  men  are  there,  of  course, 
but  the  rest  of  the  audience  is  mostly 
French  couples.  In  fact,  this  is  no 
sleazy  strip  joint  but  close  to  being 
family  entertainment  by  French  stan- 
dards. Sort  of  like  Twyla  Tharp 
choreography  in  the  buff.  In  "Que 
Calor"  naked  she-pirates  hang  from  a 
rope  and  galumph  down  the  stage 
moaning  in  Spanish  how  hot  it  is.  It's 
erotic,  it's  ridiculous  even,  but  in  a 
way,  respectable. 

But  why  should  it  interest  a  couple 
of  sophisticated  investment  bankers? 
Two  years  ago  Alain  Bernardin  shot 
himself  dead,  and  his  three  heirs  are 
looking  for  a  partner  to  take  this 
uniquely  Parisian  show  global.  The 
Crazy  Horse  earns  $2.2  million  oper- 
ating profit  on  revenues  of  $12  mil- 
lion, but  Sextant  Partners'  clients 
want  to  broaden  the  franchise.  They 
can  see  ten  Crazy  Horses  worldwide 
(cost:  $3  million  to  $10  million 
each);  a  traveling  show  that  could 
book  into  smaller  cities;  film  and 
music;  and  "classy  underwear"  and 
chocolate  in  Crazy  Horse  boutiques. 

"We  live  in  the  age  of  cloned  prod- 
ucts," says  Shaw.  "Look  at  Hard 
Rock  Cafe,  Planet  Hollywood. 
People  love  branded  products." 
Branded  nudes?  ■ 
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Tiffany  Works 

It's  easy  to  choose  an  appropriate  business  gift. 
It's  quite  another  matter  to 
manage  an  entire  business  gift  program. 

Because  even  if  your  taste  is  impeccable, 
even  if  the  design  is  timeless, 
even  if  it  is  well  within  your  budget  and  even 
if  your  package  creates  instant  excitement... 
so  much  can  go  wrong. 

Tiffany's  Corporate  Division  takes  your 

business  gift  program  seriously. 
So  the  right  gift  arrives  in  the  right  hands 
at  the  right  time.  Every  time. 
Tiffany  works. 

Tl  FFANY  &  CO. 

FOR  INFORMATION  ON  A  TIFFANY  CORPORATE  ACCOUNT,    CALL  1-800-770-0080  EXT.  10 


Convicted  felons  practice  law  in  California— and  California  is  supposed  to  be 
one  of  the  better  states  when  it  comes  to  disciplining  rogue  attorneys. 

Sleaze  control? 


By  Susan  Adams 

Los  Angeles  lawyer  Ronald  Silver- 
ton  did  jail  time  for  insurance  fraud 
and  suborning  perjury,  was  convicted 
of  running  an  illegal  adoption  ring 
and  had  his  law  license  yanked.  In 
1992,  on  his  fourth  try,  Silverton  was 
readmitted  to  the  State  Bar  of  Cali- 
fornia. Today  he  runs  a  five -lawyer 
office  on  Beverly  Boulevard. 

Yet  California  is  supposed  to  be 
relatively  tough  on  sleazy  lawyers.  In 
response  to  a  vocal  consumer  move- 
ment and  aggressive  media  attacks, 
the  California  bar 
replaced  its  clubby  vol- 
unteer peer  review 
panel  in  1989  with  the 
nation's  only  indepen- 
dent Bar  Court.  This 
group  of  nine  judges 
has  only  one  function: 
to  rule  on  disciplinary 
matters.  It  opened  to 
public  scrutiny  what 
had  been  an  entirely 
secretive  system.  Cali- 
fornia is  today  consid- 
ered to  be  one  of  the 
best  states  in  the  union 
when  it  comes  to 
policing  the  bar. 

That  isn't  saying 
much.  Take  the  case  of 
Los  Angeles  lawyer 
Arthur  James  Leeds,  disbarred  in 
1982  for  dealing  drugs  and  being 
implicated  in,  yes,  his  client's 
murder.  The  California  bar  gave  him 
his  license  back  in  1993.  Today 
Leeds  is  practicing  law  and  working 
in  the  commercial  printing  business 
in  Burbank,  Calif.. 

David  Trebilcock  was  disbarred  for 
a  1978  bank-robbing  spree  in  which 
he  held  up  a  half-dozen  savings  and 
loans.  He  was  readmitted  to  the  Cal- 
ifornia bar  nine  years  later.  After 
neglecting  a  client  in  a  real  estate 
case  and  bouncing  a  check  for  his 
admission  to  federal  court,  Trebil- 
cock was  disbarred  a  second  time  in 


1994.  He  can  reapply  to  the  bar 
again  in  three  years. 

"The  system  is  disciplining  a  small 
fraction  of  the  attorneys  who  should 
be  disciplined,"  asserts  University  of 
San  Diego  Law  Professor  Robert 
Fellmeth,  one  of  the  creators  of  Cal- 
ifornia's independent  State  Bar 
Court.  He  now  feels  that  the  system 
is  slipping  back  toward  what  he  calls 
"excessive  control  by  the  profes- 
sion." The  profession  is  notoriously 
softhearted  when  it  comes  to  its  own 


malefactors.  There  but  for  the  grace 
of  God...? 

Joseph  Menna,  a  compulsive  gam- 
bler, alcoholic  and  illegal  drug  man- 
ufacturer, stole  more  than  $100,000 
from  clients  and  served  jail  time  for 
four  felony  convictions.  Menna  lost 
his  license  to  practice  law  in  New 
Jersey  in  1984.  But  after  Menna 
passed  the  California  bar  exam  in 
1990,  the  Bar  Court  decided  to 
admit  him.  The  California  Supreme 
Court,  which  has  the  right  to  review 
the  Bar  Court's  decisions,  ruled  last 
December  that  Menna  was  not  fit  to 
practice  law. 

Like  many  other  states,  California 


reinstates  more  than  half  the  dis- 
barred lawyers  who  apply.  Last  year 
six  Golden  State  lawyers  got  their 
licenses  back.  Most  consumers  think 
disbarment  is  for  life,  but  only  five 
states  even  have  the  option  of  per- 
manent disbarment. 

Until  September  the  maximum 
disbarment  term  in  California  before 
a  lawyer  could  apply  for  reinstate- 
ment was  five  years.  But  after  a 
heated  three-year  struggle,  the  State 
Bar  finally  passed  a  new  policy  early 
this  fall  giving  the 
State  Bar  Court  the 
right  to  make  dis- 
barment permanent. 
However,  Professor 
Fellmeth  and  other 
consumer  advocates 
think  that  permanent 
disbarments  will  be 
extremely  rare. 

California's  Bar 
Court  proceedings  are 
open  to  the  public, 
and  the  bar  has  an  800 
number  clients  can  call 
to  get  information  on 
a  lawyer's  discipline 
record.  But  the  public 
doesn't  have  access  to 
complaint  records  be- 
fore they  reach  the 
prosecution  phase.  Thus,  according 
to  Richard  Lubetzky,  former  chair- 
man of  Consumer  Advocates  for 
Legal  Justice,  some  lawyers  have  as 
many  as  30  complaints  pending 
against  them,  all  secret  from  the 
public. 

Even  this  limited  oversight  irks  a 
lot  of  lawyers.  "We  have  this  Cadil- 
lac discipline  system,"  laments  Peter 
Appleton,  past  president  of  the  Bev- 
erly Hills  Bar  Association.  He  is 
annoyed  that  three-fourths  of  the 
State  Bar's  $67  million  current 
annual  budget  goes  to  discipline. 
Appleton  has  a  case  if  he  means  that 
much  of  the  money  is  wasted.  ■ 
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There's  nothing  a  Regen 
concierge  can't  handle. 


Even  a  lullaby  or  two. 


the 


Hong  Kong 
A  Four  Seasons  •  Recent  Hotel 


ht  concierges,  are  a  remarkably  versatile  breed:  they're  as  much  at  ease  with  your  children  as  they  are 
-  advising  you  on  wines  or  voltages  or  local  customs.   You'll  find  them  multi-lingual,  erudite  and  helpful, 
it  reassuringly,    you'll  always  find  them  close  at  hand.    The  Regent.    Where  our  standards  meet  yours. 

;KOK.  BEVERLY  HILLS.  CHIANG  MAI.  HONG  KONG.  JAKARTA.  KUALA  LUMPUR.  SINGAPORE.  SYDNEY.  TAIPEI. 


FOUR  SEASONS   REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 
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English  versus 
Magtonspeak 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


A  cartoon  shows  two  archaeologists  trying 
to  decipher  some  ancient  hieroglyphics.  One 
says  to  the  other:  "It's  the  usual  promise  to 
cut  taxes." 

Bob  Dole's  proposal  of  an  across-the-board 
tax  cut  has  raised  again  all  the  usual  questions 
and  confusions  surrounding  cuts  in  taxes  and 
government  spending.  It  should  also  raise  a 
question  with  the  Republicans  as  to  why  they 
have  remained  quiet  for  so  many  years  while 
liberals  in  politics  and  the  media  rewrote  the 
history  of  the  Reagan  administration,  because 
that  silence  has  come  back  to  haunt  them. 

What  makes  Senator  Dole's  proposal  more 
than  "the  usual  promise  to  cut  taxes"  is  that 
the  Republicans  did  in  fact  cut  tax  rates  sub- 
stantially in  the  early  1980s.  Moreover,  amid 
all  the  invective  against  Newt  Gingrich,  his 
"contract  with  America"  showed  that  politi- 
cians can  follow  through  on  their  campaign 
promises — no  mean  achievement  in  any  age. 

But  should  taxes  and  spending  be  cut?  And 
what  does  it  even  mean? 

"Cuts"  in  either  taxes  or  spending  mean 
something  very  different  in  Washington 
Newspeak  than  in  the  ordinary  language  of 
Americans  beyond  the  Beltway.  Cuts  in  taxes 
do  not  mean  that  the  government  will  collect 
less  tax  revenue  and  cuts  in  spending  do  not 
mean  that  the  government  will  spend  any  less 
than  before. 

Because  the  American  economy  is  usually 
growing,  whether  rapidly  or  slowly,  tax  rev- 
enues tend  to  rise  over  time,  even  when  the 
tax  rate  is  cut.  This  is  quite  aside  from  all 
the  sectarian  battles  over  "supply-side 
economics." 

Given  this  simple  fact,  it  is  completely  mis- 
leading for  either  Democrats  or  Republicans 
to  talk  about  an  aggregate  tax  cut  or  tax 
increase  of  so  many  hundreds  of  billions  of 
dollars.  What  the  government  can  raise  or 
lower  are  tax  rates.  How  much  that  will 
change  tax  receipts  depends  on  the  economy 
and  on  how  individuals  change  their  behavior 
in  response  to  the  tax  rate  changes. 

Republicans  have  sat  tongue-tied  for  years 
while  critics  of  the  Reagan  administration 
blamed  it  for  the  burgeoning  deficits  of  the 
1980s.  Yet  readily  available  official  statistics 
show  that  tax  receipts  were  larger  by  hundreds 
of  1  'lions  of  dollars  in  every  year  of  the  two 


Reagan  administrations  than  at  any  previous 
time  in  history. 

Astronomical  spending  increases  simply 
outstripped  even  the  growing  tax  revenues — 
and  Congress  alone  can  authorize  spending. 
Yet  Congress  was  allowed  to  escape  blame  for 
the  deficits  just  by  calling  them  "Reagan 
deficits."  Because  it  has  become  fashionable  to 
name  deficits  after  presidents,  the  Republican 
Congress'  hard-fought  restraints  on  govern- 
ment spending  in  the  past  two  years  are 
making  the  "Clinton  deficit"  lower  than  the 
deficits  of  the  preceding  Bush  years. 

Worse  than  that,  Senator  Dole's  proposal 
for  cutting  tax  rates  is  being  trashed  in  the 
media  as  an  irresponsible  return  to  ruinous 
policies  that  spawned  runaway  deficits  during 
the  Reagan  years.  As  an  old  adage  put  it,  he 

Republicans  have 

let  their  critics  control 

the  past  by  default. 


who  controls  the  past  controls  the  future — 
and  Republicans  have  let  their  critics  control 
the  past  by  default. 

Because  of  the  strange  way  people  talk  in 
Washington,  the  apparently  common  sense 
notion  that  tax  cuts  must  be  matched  by 
spending  cuts  makes  no  sense.  Not  only  do 
tax  "cuts"  fail  to  cut  government  tax  rev- 
enues, most  spending  "cuts"  do  not  cut 
spending,  even  though  the  impression  that 
they  do  can  be  used  politically  to  scare  the 
elderly  about  Medicare  and  other  people 
about  other  things. 

If  spending  continues  to  rise,  but  not  as 
sharply  as  before,  that  is  called  a  "cut"  in 
spending  inside  the  Beltway.  Thus  the  Repub- 
lican attempt  to  balance  the  budget  by  reduc- 
ing the  rate  of  increase  of  Medicare  spending 
was  transformed  semantically  into  a  cut  that 
threatened  the  health  of  the  elderly — even 
though  the  Republican  bill  appropriated 
more  money  for  Medicare  than  it  had  ever 
had  before. 

Returning  to  ordinary  English,  we  can  see 
that  merely  restraining  the  rate  at  which 
spending  grows  can  reduce  the  deficit  while 
tax  rates  are  being  reduced,  provided  that 
both  remain  within  some  limits.  Those  limits 
can  be  argued  about,  but  that  is  wholly  differ- 
ent from  creating  rhetorical  hysteria. 

There  is  nothing  terribly  complicated  about 
this.  The  public  can  understand  it  quite  well  if 
the  Republicans  would  take  the  trouble  to 
explain  it  to  them  in  plain  English.  What  is 
truly  hard  to  understand  is  why  the  Republi- 
cans don't  do  it.  H 
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necticut 


THE  BUSINESS  OF  POSITIVE  CHANGE  IN  THE  STATE  THAT  THINKS  LIKE  A  BUSINESS 


Governor  John  G.  Rowland 

If  signs  on  the  Connecticut  border 
advise  you  to  fasten  your  seat  belt, 
they  may  be  talking  about  the  eco- 
nomic fast  track.  The  past  year  has  been 
one  of  change:  rapid,  dramatic  and 
meaningful.  Led  by  Governor  John 
Rowland,  State  government  and  the  busi- 
ness community  have  spearheaded  one 
of  the  most  ambitious  and  far-reaching 
economic  growth  programs  in  the 
Northeast. 

You  saw  change  in  the  State  budget, 
with  the  smallest  growth  rate  in 
Connecticut  history.  For  the  past  fiscal 
year,  Connecticut  has  in  fact  been  oper- 
ating with  a  surplus  of  $250  million. 
The  State  is  also  on  track  to  reduce  the 
corporate  income  tax  to  7.5%  by  the 
year  2000,  putting  Connecticut  lower 
than  half  the  states  in  the  nation. 

You  saw  change  in  workers'  compen- 
sation, with  significant  payment  reduc- 
tions for  companies  that  pay  going 
wages  and  maintain  a  sate  workplace. 

You  saw  change  in  the  welfare  sys- 
tem, which  went  from  one  of  the  nation's 
easiest  to  one  of  the  toughesi.  "Welfare 
reform  is  working,"  Rowland  points  out. 
"Thousands  of  people  on  welfare  are 
moving  into  the  workforce.  Our  jobs  First 
Initiative  matches  people  on  welfare  who 
want  to  work  with  employers  who  want 
to  hire  them.  In  the  program's  first  tew 
months  alone,  we  identified  moif  than 
)  jobs."  The  Federal  government 


CONNECTICUT'S  INDUSTRY  CLUSTERS 


In  Connecticut,  State  policies  are 
driven  by  the  needs  of  its  key 
economic-base  industries.  They're 
represented  in  these  cluster  groups: 

TELECOMMUNICATIONS 
AND  INFORMATION 

FINANCIAL  SERVICES 

HEALTH  SERVICES 

HIGH  TECHNOLOGY 

MANUFACTURING 

TOURISM  AND 
ENTERTAINMENT 


Key  to  the  State  and  Department 
of  Economic  and  Community 
Development's  strategy  is  to  support 
these  key  businesses  with  a  synergy 
of  public,  private  and  academic 
initiatives.  For  example,  recent 
legislation  has  created  tax 
credits/abatements  tailored  to  the 
biotech  industry.  Other  new 
legislation  affecting  income  appor- 
tionment has  made  Connecticut  more 
favorable  for  regulated  investment 
companies. 


has  now  emulated  Connecticut's 
innovative  approach  to  welfare 
reform.  Efforts  like  these  are  char- 
acteristic of  the  kind  of  creative 
partnership  the  State  has  forged 
with  the  private  sector  on  many 
fronts. 

Connecticut  has  formed  a 
new  Department  of  Economic 
and  Community  Development  to 
strengthen  its  communities  and  its 
workforce  while  fostering  a  favor- 
able business  climate. 


UConn  Health  Center,  a  growing  resource  for 
biotech  development  and  transfer  to  industry 


NEW  LEGISLATIVE  CHANGES  TO 
SUPPORT  BUSINESS 

In  the  past  year,  Connecticut  created 
new  corporate  income  tax  breaks  for  the 
mutual  fund  and  security  brokerage 
industries,  giving  them  a  keener  competi- 
tive edge. 

The  State  introduced  laws  that  bene- 
fit high-tech  and  biotech  companies  — 
part  of  the  reason  the  Biotechnology 
Industry  Organization  (BIO)  named 
Governor  Rowland  Outstanding 
Governor  of  the  Year.  Legislation  creat- 
ed new  financing  for  the  buildings  and 
equipment  of  pharmaceutical,  biotech 
and  photonics  companies,  offered 
through  the  State's  high-technology 
venture-capital  agency,  Connecticut 


Innovations,  Inc.  The  legislature  extendec 
enterprise-zone  benefits  to  biotech  firms 
in  zone  cities  with  research  universities, 
gave  biotech  companies  the  same 
equipment  tax  exemptions  enjoyed  by 
manufacturers.  And  it  created  a  $2  mil- 
lion revolving  loan  fund  for  technology- 
based  businesses. 

These  initiatives  complement  a  gener- 
ous corporate  tax  credit  portfolio,  which 
includes  credits  for  apprenticeships  in  th$ 
machine  tool/ metals  trade,  pollution- 
control  equipment,  employee  training,  ! 
machinery/equipment  expenditures, 
manufacturing  facilities  and  research  an| 
development. 

All  these  changes  are  geared  towarc) 
making  Connecticut  one  of  the  most 
employer-friendly  states  in  the  U.S. 
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TRATEGIC  ADVANTAGES 

Of  course,  Connecticut's  natural 
Jdvantages  as  a  business  base  remain 
is  compelling  as  ever: 

I  A  strategic  location,  putting  your  com- 
lany  within  a  500-mile  radius  of  34%  of 
III  U.S.  manufacturing  businesses  and 
[.0%  of  Canada's. 

I  A  high  concentration  of  business 
resources,  with  technology  centers,  lead- 
ng  universities,  financial  and  industrial 

iants  and  a  vast  network  of  service  com- 
janies  —  all  within  a  two-hour  drive. 

I  One  of  the  world's  most  skilled  work- 
prces  —  first  in  the  Northeast  and  third 
the  nation  for  productivity,  according 
D  World  Trade  magazine.  The  best  are 
Itjl  available  at  highly  competitive 
I /ages.  No  state  has  a  higher  educa- 

)nal  attainment  than  Connecticut,  which 

3nks  fourth  for  the  percentage  of  the 

torkforce  in  high-tech  jobs  and  second 

|  patents  per  capita. 


Fiber  optic  development  at  United 
Technologies  Corporation,  Hartford 

■  An  internationally  oriented  business 
community,  supported  by  an  aggressive 
State  program  for  export  assistance. 
Connecticut's  largest  trading  partner  is 
Canada,  with  $1 .71  billion  in  exports.  It 
also  sends  more  than  $1 .73  billion  in 
annual  exports  to  Europe,  $1 .6  billion  to 
Asia  and  three-quarters  of  a  billion 
dollars  to  Latin  America. 


■  Far-reaching  State  financing  pro- 
grams, including  facilities  debt  financing, 
flexible  venture  capital  programs  and 
"gap"  financing  through  the 
Manufacturer's  Assistance  Act,  a  low- 
interest  loan  program  for  capital  expen- 
ditures, machinery,  land,  building,  facility 
relocation  and  training. 

■  An  infrastructure  modernized  for 
growth,  from  the  newly  upgraded  high- 
way system  to  the  latest  high-speed,  fiber- 
optic telecommunications  network  from 
Southern  New  England  Telephone. 
Connecticut  is  also  building  a  high-speed 
rail  link  that  will  cut  the  trip  from  Boston  to 
New  York  down  to  just  three  hours. 

■  Connecticut's  renowned  quality  of  life. 
It  remains  one  of  the  finest  in  the  world. 
From  its  thriving  cultural  activities,  its  first- 
class  education  and  health  care  systems 
to  its  beautiful  parks  and  shoreline, 
Connecticut  offers  both  employer  and 
employee  a  great  place  to  call  home. 


DAVID  FREEMAN 

Chairman,  President  and 
Chief  Executive  Officer 

LOCTITE 
CORPORATION 


— 

octite  Corporation  manufactures  and  markets  a 
broad  range  of  high-technology  sealants, 
adhesives  and  coatings.  Industrial,  consumer 
and  automotive  aftermarket  products  are  marketed 
in  nearly  every  country  around  the  world. 
Aggressive  investment  in  new  product  development 
and  successful  geographic  expansion  have  helped 
Loctite  achieve  rapid  growth  in  sales  and  net  earn- 
ings over  the  past  decode. 

Loctite  began  in  Hartford  in  1 953,  and  its 
orld  headquarters  are  there  today.  In  1994,  the 
company  opened  an  administrative  and  R&D  facili- 
ty in  Rocky  Hill.  "With  its  highly  skilled,  well-edu- 
cated workforce,  Connecticut  is  the  ideal  location 
for  a  high-tech  business  like  Loctite  Corporation," 
ays  Loctite's  Chairman,  President  and  Chief 
Executive  Officer,  David  Freeman. 

Loctite  stock  is  traded  on  the  New  York  Stock 
Exchange  under  the  symbol  LOC. 


..it 
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DAN  MIGLIO 

Chairman  and 
Chief  Executive  Officer 

SNET 


BERNARD  M.  FOX 

President  and 
Chief  Executive  Officer 

NORTHEAST 
UTILITIES  SYSTEM 


Ik  I  o  one  offers  SNET's  breadth  of  advanced 
technological  capabilities  combined  with  its 
depth  of  commitment  to  its  customers. 

SNET  helps  businesses  thrive  in  a  competitive 
marketplace  with  customized  and  cost-effective 
packages  of  voice,  data  and  video;  wireless  com- 
munications; network  and  information  manage- 
ment; publishing  and  advertising  services.  Our 
statewide  Internet  access  is  just  a  local  phone  call 
away,  and  soon  we'll  offer  cable  TV. 

With  SNET  All  Distance®,  you  can  call  around 
the  state,  country  or  world.  Through  our  new  one- 
second  billing  option,  you  pay  only  for  the  time 
you  talk. 

SNET  has  1.5  million  customers,  nearly  $2  bil- 
lion in  revenues  and  more  than  100  years  of  dedi- 
cated service  to  Connecticut.  We're  uniquely  posi- 
tioned to  help  our  customers  understand  and  apply 
emerging  technologies  to  improve  their  businesses 
and  their  personal  lives. 


he  Connecticut  Light  and  Power  Company 
(CL&P)  —  an  operating  company  of  the 
Northeost  Utilities  System  —  is  committed 
to  providing  unrivaled  customer  service  and  reli- 
able power  to  more  than  1.1  million  customers  in 
the  State. 

We  offer  a  comprehensive  portfolio  of  energy- 
related  products  and  services,  tailored  to  your 
unique  needs  and  improving  your  bottom  line. 
What's  more,  CL&P  is  a  key  player  in  the 
Connecticut  economy,  working  with  business  and 
government  to  build  communities  and  help  create 
and  retain  jobs. 

To  find  out  how  CL&P  and  you  can  become 
"Partners  in  Progress™"  —  call  our  Economic  and 
Community  Development  Department  at  (860) 
665-5889.  We'll  help  you  access  the  vast  resources 
and  assets  of  the  $10.5  billion  NU  System  and 
show  you  why  a  move  to  Connecticut  is  smart 
business. 


■ 
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Connecticut's  dynamic  changes  have 
all  contributed  to  making  this  highly  desir 
able  address  a  highly  competitive  one 
as  well  —  especially  when  you  look  at 
what  has  happened  to  the  cost  of  doing 
business. 

You  can  see  it  everywhere,  as  we 
visit  the  five  geographic  regions  that 
make  Connecticut  as  diverse  as  it  is 
unique. 


NORTH  CENTRAL  CONNECTICUT: 

FROM  HIGH  FINANCE  TD 
HIGH-TECH  MEDICINE11 


As  you  arrive  in  the  Capitol  Region, 
you  see  evidence  of  change  all  around, 
starting  at  Bradley  International  Airport. 
Bradley  is  a  catalyst  for  growth;  it  con- 
tributes approximately  $808  million  to 


GEORGE  DAVID 

President  and 
Chief  Executive  Officer 


UNITED 
TECHNOLOGIES 
CORPORATION 


Connecticut  and  United  Technologies  are  tight- 
ly bound.  We  were  born,  grew  and  pros- 
pered here. 
Today,  we  are  a  global  enterprise  with  more 
than  half  of  our  sales  overseas  and  doing  business 
in  all  but  six  nations  of  the  world.  But  we're  still 
headquartered  here,  manufacturing  our  Pratt  & 
Whitney  jet  engines,  Sikorsky  helicopters  and 
Hamilton  aerospace  systems  here. 

Connecticut  has  a  remarkable  workforce.  We 
know,  as  the  State's  largest  private  employer.  As 
employees,  we're  thrilled  to  live  and  work  here. 
And  as  employer  and  employees  alike,  we  like  our 
State's  institutions  and  traditions. 

As  global  as  we  are,  we're  Connecticut  born 
and  based,  all  the  way  and  proud  of  it. 


I 


State  Capitol,  Hartford 

the  region's  economy,  last  year  process- 
ing over  1  1 5,000  tons  of  domestic  and 
international  cargo  and  39,437  tons  of 
mail.  Bradley  has  spent  $1  billion  on 
improvements  in  the  past  decade. 

Federal  Express  is  expanding  its  air- 
craft apron  area,  and  UPS  plans  to  build 


JOHN  F.  CROWEAK 

Chairman  and 
Chief  Executive  Officer 


BLUE  CROSS  & 
BLUE  SHIELD  OF 
CONNECTICUT 


everal  years  ago,  Blue  Cross  &  Blue  Shield  of 
Connecticut  embarked  on  a  rigorous  plan  to 
move  from  being  a  traditional  health  insur- 
ance company  to  being  the  State's  leading  man- 
aged care  company. 

This  transition  has  dramatically  changed  the 
way  we  do  business.  From  developing  programs  to 
promote  breast  and  cervical  cancer  prevention  to 
programs  for  parents  on  caring  for  children,  we 
provide  our  members  with  valuable  health  educa- 
tion tools  and  encourage  them  to  use  this  informa- 
tion to  improve  and  maintain  their  own  health  and 
quality  of  life. 

For  us,  this  is  what  "our  plan  is  to  keep  you 
healthy""  is  all  about. 


a  200,000-square-foot  regional  cargo 
sorting  facility.  Twelve  million  dollars  have 
been  earmarked  for  a  new  control  tower 
and  1 4,500-square-foot  office  building. 

To  stimulate  the  economy,  the 
Connecticut  Capitol  Region  Growth 
Council  has  introduced  METROFUND,  c 
$3  million  State  business-assistance  pro- 
gram. With  $2  million  for  revolving 
loans  and  $  1  million  for  site-readiness 
grants,  the  program  has  generated  near- 
ly $40  million  in  new  capital  investment 
and  approximately  750  new  jobs. 

As  the  "Insurance  Capital  of  the 
World,"  Hartford  continues  to  look  for 
innovative  ways  to  support  this  vital 
industry.  A  new  financial  service  zone  in 
Hartford  has  been  established  that 
exempts  financial  companies  conducting 
business  abroad  from  state  sales  and 
corporate  taxes.  Governor  Rowland  has 
also  announced  an  insurance  coordina- 
tor to  work  with  legislators  and  regulator^ 


JAMES  C.  SMITH 


Chairman  and 
Chief  Executive  Officer 

WEBSTER  BANK 


Businesses  large  and  small  fuel  Connecticut's 
economy,  creating  jobs  and  opportunity  for 
people  throughout  the  State.  Webster  helps 
businesses  grow  by  providing  credit  and  other 
banking  services  from  its  statewide  locations. 

As  Connecticut's  fastest  growing  business  bank, 
Webster  employs  seasoned  relationship  managers 
who  are  committed  to  understanding  your  banking 
needs,  from  cash  management  to  international  ser- 
vices to  sophisticated  financing  packages.  Because 
we  are  Connecticut-based,  our  responsiveness 
enables  you  to  take  advantage  of  timely  opportuni- 
ties. Webster  adds  value  by  anticipating  and  meet- 
ing your  changing  needs  in  today's  fast-paced 
economy. 

We  are  optimistic  about  Connecticut's  future 
and  invite  you  to  become  part  of  it. 
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o  sustain  a  positive  environment  for  the 
nsurance  industry. 

The  region  has  become  a  magnet  for 
nedical  expertise.  This  year  St.  Francis 
Hospital  and  Medical  Center  opened  its 
lew  ten-story  patient-care  tower,  and  the 
lew  Connecticut  Children's  Medical 
Zenter  united  the  pediatric  talents  of 
Hartford  Hospital,  the  University  of 
Connecticut  Health  Center  and 
\lewington  Children's  Hospital. 
vAanchester  Memorial  Hospital  and 
!ockville  General  Hospital  recently 
nerged  to  form  the  Eastern  Connecticut 
Health  Care  Network. 

Hartford  proudly  unveiled  the  $  1  2  mil- 
on  restoration  of  the  Old  State  House, 
vhere  nearly  600,000  visitors  a  year 
|;xplore  Connecticut  history.  The  Hartford 
>ymphony  inaugurated  the  Talcott 

untain  Music  Festival.  And  the  arts  flour- 
h  at  the  Hartford  Stage  Company,  the 
ifliushnell  Memorial  and  other  cultural  gems. 


EASTERN  CONNECTICUT: 

HIGH-IMPACT  TECHNOLOGY 
TRANSFER  AND  HIGH-SPEED] SHIPS 


You've  probably  heard  about  the 
University  of  Connecticut's  top-ranked 
men's  and  women's  basketball  teams. 
But  the  action  is  just  as  heated  in  the 
business  arena,  especially  for  companies 
that  want  to  take  advantage  of  research 
partnerships  with  university  resources. 
UConn  supports  major  technology  pro- 
grams in  photonics,  precision  manufac- 
turing, environmental  science,  biotech- 
nology, pharmaceuticals  and  polymers. 
Its  Avery  Point  marine  research  center 
has  become  a  world  center  for  marine- 
related  industry. 

UConn  has  also  been  granted  a  $  1 
billion  infrastructure  improvement  alloca- 


Foxwoods  Resort  Casino,  the  highest- 
volume  casino  in  the  Western  World 


tion,  UCONN  2000,  to  prepare  for  the 
next  century. 

You  can  see  the  State's  commitment  to 
the  region  at  Windham  Mills,  a  State- 
sponsored  renovation  of  an  historic  river- 
side factory  complex.  This  new 
Technology  Enterprise  Center  features 


THEODORE  E. 
MARTIN 

President  and 
Chief  Executive  Officer 

BARNES 
GROUP  INC. 


hroughout  Barnes  Group's  three  businesses  is 
If  |        a  strong  drive  to  accelerate  the  momentum 
that  led  to  the  best  year  in  the  company's 
139-year  history  in  1995.  We  are  investing  in  ways 
to  continuously  improve  the  quality  of  our  process- 
es, our  products,  our  services  and,  most  of  all,  our 
i  people. 

It's  no  accident  that  our  Associated  Spring  busi- 
: :  1. 1  ness  has  reached  new  highs  in  sales  and  profits  in 
each  of  the  last  three  years  and  that  our  Bowman 
Distribution  and  Barnes  Aerospace  groups  are 
responding  to  customer  needs  as  never  before. 
With  our  stock  price  propelled  to  new  levels,  we 
expect  another  record  year  in  1996. 

If  this  kind  of  performance  is  an  accurate  mea- 
sure of  our  capabilities,  then  our  stockholders, 
employees,  customers  and  suppliers  have  every 
reason  to  be  encouraged  about  our  future. 


BRANKO  TERZIC 

Chairman,  President  and 
Chief  Executive  Officer 

YANKEE  ENERGY 
SYSTEM,  INC. 


Dedicated  to  providing  innovative  and  imagi- 
native answers  to  the  needs  of  energy 
users,  Yankee  Energy  System,  Inc. 
(NYSE:YES)  is  an  energy  services  holding  company 
headquartered  in  Connecticut.  It  provides  compre- 
hensive energy  management  services  throughout 
the  Northeast. 

Yankee  Gas  Services,  its  principal  subsidiary,  is 
Connecticut's  largest  natural  gas  distribution  com- 
pany —  serving  178,000  customers  in  69  commu- 
nities. 

Throughout  its  various  subsidiaries,  YES  offers 
energy  consulting  services  to  industrial  and  com- 
mercial energy  users,  on-site  electricity  generation 
and  HVAC  temperature  control  systems. 

Yankee  Energy's  extensive  experience  helps 
businesses  in  all  phases  of  energy  management  — 
from  planning  and  designing  to  financing  and 
building,  as  well  as  maintaining  and  operating  your 
heating,  cooling  and  processing  equipment. 

The  Yankee  Energy  System  companies  are  ded- 
icated to  becoming  "Your  Energy  Solution." 


ROBERT  W. 
FIONDELLA 

Chairman,  President  and 
Chief  Executive  Officer 

PHOENIX 


hoenix  Home  Life  Mutual  Insurance  Company 
is  proud  of  its  145-year  history  with 
Connecticut. 

As  the  nation's  1 4th-largest  mutual  life  insurer 
and  one  of  its  largest  money  managers,  we  offer  a 
diverse  portfolio  of  insurance  and  investment 
products. 

Our  commitment  to  the  Connecticut  community 
remains  strong.  Recently,  we  launched  two  new 
companies  in  Hartford:  Phoenix  Charter  Oak  Trust 
and  Phoenix  Duff  &  Phelps,  a  publicly  traded  com- 
pany that  manages  over  $35  billion  in  assets.  In 
addition,  we  will  bring  the  Vice  Presidential  Debate 
and  The  Phoenix  ATP  Tour  World  Doubles 
Championship  to  Hartford  this  fall. 

Phoenix,  the  company  dedicated  to  helping 
individuals  and  businesses  achieve  fiscal  fitness 
throughout  their  lifetimes,  believes  in  Connecticut 
and  its  promising  future. 
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Mystic  Seaport 

technical,  research  and  manufacturing 
facilities  designed  for  business  expan- 
sions, out-of-state  relocations  and  start-up 
enterprises.  It  is  also  the  site  of 
Connecticut's  first  Heritage  State  Park. 

The  SmartParks  project  exemplifies 
Eastern  Connecticut  innovation:  The 
towns  of  Putnam  and  Killingly  have 
launched  a  cooperative  venture  of  infra- 


VAN  B.  HONEYCUTT 

President  and 
Chief  Executive  Officer 

COMPUTER  SCIENCES 
CORPORATION 


CSC  in  Connecticut  is  a  classic  case  of 
serendipity:  We  weren't  looking  for  a 
business  haven,  but  the  pro-business  policies 
of  Governor  Rowland's  administration  have  created 
a  climate  for  growth  exceeding  our  expectations. 

Witness:  Late  in  '91,  Computer  Sciences 
Corporation  (CSC),  a  global  provider  of  information 
technology  services,  acquired  a  data  center  in 
Norwich  to  service  our  first  major  Connecticut 
client.  The  five  years  since  have  seen  our  business 
in  Connecticut  nearly  triple.  In  providing  our 
services  -  management  consulting;  Business 
Reengineering®,  and  information  systems 
consulting,  integration  and  outsourcing  -  CSC 
seeks  a  high  level  of  customer  satisfaction.  So 
does  the  State  of  Connecticut  -  and  that's  the 
way  it  should  be. 


structure  improvements  and  technology 
support  services  linking  five  public  and 
private  industrial  parks. 

The  East  also  attracts  companies  such 
as  Symbol  Mattress,  a  subsidiary  of 
Eastern  Sleep  Products  and  one  of  ■ 
America's  largest  privately  held  bedding 
manufacturers,  which  opened  a 
60, OOO-squa re-foot  plant  in  Killingly. 

Pfizer,  one  of  the  world's  leading 
health  care  companies,  has  located  its 
largest  research  facility  in  Groton. 

And  look  East  to  see  creative  enter- 
prises between  the  State  and  the  private 
sector.  For  example,  The  Mashantucket 
Pequot  Tribal  Nation  has  found  a  unique 
way  to  capitalize  on  Foxwoods  Resort 
Casino,  the  most  financially  successful 
casino  in  the  world.  They've  invested  in 
Eastern  Connecticut's  traditional  ship- 
building expertise:  In  April  they  created 
the  Pequot  River  Shipworks  to  build  high- 
speed trimaran  ferries  in  New  London. 


VICTOR  H. 
FRAUENHOFER 

Chairman,  President  and 
Chief  Executive  Officer 


CONNECTICUT 
NATURAL  GAS 
CORPORATION 
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fonnecticut  Natural  Gas  Corporation 
(NYSE:CTG)  is  the  largest  distributor  of  natur- 
al gas  in  the  State,  providing  current  and 
future  businesses  with  plentiful  supplies  and  the 
capacity  to  grow  and  prosper. 

Our  increased  investment  in  the  Iroquois 
Pipeline  brings  a  third  major  cost-effective  source 
of  gas  supply  into  the  region's  economy.  The  intro- 
duction of  Firm  Transportation  Rates  provides  for  a 
more  competitive  marketplace  which  will  result  in 
lower  rates  for  customers,  both  old  and  new. 

CNG  is  firmly  dedicated  to  enhancing  the  out- 
standing quality  of  life  in  the  State,  including  sup- 
port for  the  new  Connecticut  Children's  Medical 
Center,  the  rebuilding  of  key  Hartford  neighbor- 
hoods through  a  collaborative  venture  initiated  by 
Trinity  College  and  providing  financial  resources  to 
the  abundant  art  and  cultural  resources  in  the 
Capitol  region. 


Through  an  aggressive  defense  diversifi 
cation  program,  the  State  is  paying  to 
train  submarine  welders  from  Electric 
Boat,  adapting  their  skills  for  new  jobs  in 
aluminum  welding. 

Tourism  continues  to  be  a  burgeoning 
industry  here,  not  only  at  Foxwoods  and 
the  just-opened  Mohegan  Sun  Casino, 
but  at  traditional  favorites  such  as  Mystic 
Seaport  and  Mystic  Marine  Life 
Aquarium. 


SOUTH  CENTRAL  CONNECTICUT: 

UNIVERSITY  RESEARCH  MEETS 
BUSINESS  KNOW-HOW 


The  South  Central  region  has  become 
an  internationally  important  biotech  corri- 
dor, where  the  chemistry  between  universi- 
ty brain  trusts  and  the  private  sector  also 


DONALD  R.  FRAHM 

Chairman.  President  and 
Chief  Executive  Officer 


ITT  HARTFORD 
GROUP,  INC. 


TT  Hartford's  Connecticut  roots  are  strong  and 
deep.  Born  here  186  years  ago,  we  became  an 
integral  part  of  the  "Insurance  City"  and  grew 
into  one  of  the  State's  most  significant  employers. 

An  industry  leader  in  creatively  distributing 
products  to  customers,  The  Hartford  is  a  major 
force  in  the  insurance  and  financial  services  indus- 
try, with  a  rapidly  growing  presence  internationally. 

Now  one  of  the  nation's  1 00  largest  compa- 
nies, today's  The  Hartford  is  alive  with  fresh  ideas 
on  how  to  grow  businesses,  serve  customers  and 
reward  shareholders.  Like  our  home  state  of 
Connecticut,  we  are  rich  in  tradition  and  talented 
people  who  help  our  company  make  a  difference 
with  customers  around  the  world. 
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i  Science  Park  at  Yale  University,  New 
Haven 

|lourishes.  Almost  all  of  Connecticut's  bio- 
nedical  facilities  are  located  in  this  region, 
ncluding  Curagen  and  Neurogen,  two 
ndustry  leaders.  More  than  1  2%  of  all 
pharmaceutical  R&D  dollars  are  expended 
n  South  Central  Connecticut,  due  to  the 
;normous  research  complexes  of  Bayer 
nd  Bristol-Myers. 

Yale  University  has  increased  its  efforts 
o  encourage  technology  transfer  from 


CHAEL  J.  CRITELLI 

Vice  Chairman  and 
Chief  Executive  Officer 

llTNEY  BOWES  INC. 


eventy-five  years  ago,  Pitney  Bowes  began 
doing  business  in  Connecticut  when  it  devel- 
oped the  postage  meter  to  make  the  use  of 
moil  more  efficient  and  cost-effective.  Today,  mail 
is  an  essential  and  reliable  component  of  the  wide 
array  of  messaging  media  available. 

With  our  history  of  innovation  and  our  experi- 
ence in  meeting  the  needs  of  more  than  two  million 
customers  worldwide,  Pitney  Bowes  is  uniquely 
positioned  to  understand  and  recommend  the  mes- 
saging solutions  that  provide  the  best  value  for  all 
of  our  customers.  It  is  this  capability  and  know-how 
that  will  enable  Pitney  Bowes  to  grow  and  prosper 
as  it  enters  the  next  century. 


academia  to  industry.  Its  new  Director  of 
Cooperative  Research  works  with  regional 
and  statewide  biotech  groups  to  foster  a 
favorable  business  climate. 

Yale  is  also  continuing  its  support  of 
Science  Park,  New  Haven's  high-tech 
incubator,  as  it  develops  even  closer 
links  to  Yale  Medical  School  and  the 
city's  hospitals. 

The  biotech  corridor  has  been  joined 
by  the  1-91  manufacturing  corridor  from 
New  Haven  to  North  Haven, 
Wallingford  and  Meriden.  Here,  too, 
you  see  legislative  innovation  inspiring 
economic  development.  Greenwald 
Industries  was  the  first  company  to  take 
advantage  of  Connecticut's  new  property- 
transfer  law,  providing  businesses  with 
the  protection  needed  to  put  environmen- 
tally contaminated  properties  into  pro- 
ductive use  once  again.  It's  a  prime 
example  of  the  solid  working  partnership 
between  business  and  the  Department  of 


EILEEN  S.  KRAUS 

Chairman-Connecticut 
Fleet  National  Bank 

RICHARD  A. 
HIGGINBOTHAM 

President  &  CEO- 
Connecticut 
Fleet  National  Bank 


FLEET  FINANCIAL  GROUP 

he  success  of  Fleet  Bank  is  determined  by 
how  well  we  serve  the  communities  where  we 
do  business.  With  Fleet's  strong  presence  in 
Connecticut  —  over  175  branches,  assets  that 
exceed  $17  billion  and  more  than  5,000 
employees  —  our  commitment  to  its  success  is 
just  as  strong. 

We  dedicate  ourselves  to  providing  individuals, 
businesses  and  communities  with  an  ever- 
expanding  array  of  financial  solutions  to  help  them 
prosper  and  grow.  These  include  commercial  and 
consumer  banking,  mortgage  banking,  government 
banking,  asset-based  lending,  equipment  leasing, 
investment  management  and  student  loans. 

For  more  than  200  years,  we've  played  a  part 
in  Connecticut's  growth.  We  are  committed  to 
maintaining  this  vibrant,  productive  partnership. 


Essex,  chosen  as  America's  Best  Small 
Town  in  1996 

Environmental  Protection. 

New  Haven  turned  its  landmark 
Livable  Cities  program  into  a  full  depart- 
ment of  city  government,  turning  around 
deteriorating  sites  by  galvanizing  neigh- 
borhood resources. 

The  region  is  a  transportation  hub, 
with  the  second-busiest  railroad  station  in 
New  England,  the  busiest  interstate  inter- 
section in  New  England  (1-95/1-91 )  and 


MICHAEL  D. 
LOCKHART 

Chairman  and 
Chief  Executive  Officer 

GENERAL  SIGNAL 
CORPORATION 


General  Signal  Corporation  is  a  leading  manu- 
facturer of  equipment  for  the  process,  elec- 
trical and  industrial  technology  industries. 
Our  products  make  businesses  more  competitive 
and  communities  safer  throughout  the  world.  While 
the  company  has  enjoyed  a  history  of  success, 
General  Signal  is  not  satisfied  with  being  a  good 
company;  we  are  working  with  our  customers  every 
day  to  be  a  great  company,  committed  to  satisfying 
our  three  main  constituencies:  customers, 
employees  and  shareholders. 

Nearly  900  people  are  employed  at  our  head- 
quarters and  four  General  Signal  businesses: 
Edwards  Systems  Technology  in  Cheshire;  General 
Signal  Electrical  Group  (GSEG)  in  Farmington;  Data 
Switch  in  Shelton,  part  of  the  General  Signal 
Networks  unit  and  the  GFI/Genfare  unit  that  pro- 
vides technology  to  automate  public  transit  in 
Connecticut's  largest  communities,  including 
Hartford. 


mm 


the  region's  rh id-busiest  harbor.  Planning 
is  now  under  way  to  provide  a  modem 
regional  jel  air  service  facility. 

You'll  also  find  one  of  the  most 
sophisticated  and  comprehensive  arts, 
culture  and  entertainment  networks  in  the 
Northeast.  It  includes  the  Shubert 
Theater,  Long  Wharf,  Yale  Repertory  and 
Yale  Drama  Theater.  The  cultural  scene 
has  been  further  strengthened  this  year 
by  the  first  International  Festival  of  Arts  & 
Ideas,  bringing  hundreds  of  performing 
and  visual  artists  to  New  Haven. 


FAIRFIELD  COUNTY: 

CORPORATE  MECCA, 
COUNTRY  CHARM 


Nowhere  is  the  Connecticut  success 
story  more  evident  than  Fairfield  County, 


WERNER 
GERSTENBERG 

President  and 
Chief  Executive  Officer 

BOEHRINGER 
INGELHEIM 
PHARMACEUTICALS, 
INC. 


elebrating  25  years  in  the  U.S.,  Boehringer 
Ingelheim  Pharmaceuticals,  Inc.,  manufac- 
tures and  markets  prescription  drug  and  self- 
medication  products.  It  specializes  in  cardiovascular 
and  bronchopulmonary  therapies,  and  other  medi- 
cines and  dietary  supplements. 

A  research-based  company  specifically  in  the 
fields  of  inflammation,  immunology  and  virology, 
Boehringer  Ingelheim  Pharmaceuticals,  Inc.,  is  well 
positioned  for  continued  strong  growth  designed  to 
meet  the  changing  health  care  needs  of  America. 
The  company  is  a  subsidiary  of  Boehringer 
Ingelheim  Corporation,  also  based  in  Ridgefield, 
Conn.,  which  owns  and  operates  additional  busi- 
nesses throughout  the  U.S.,  including  Boehringer 
Ingeiheim  Animal  Health,  Inc.,  61  Chemicals,  Inc. 
and  Roxane  Laboratories,  Inc.  The  U.S.  corporation 
is  part  of  the  Boehringer  Ingelheim  worldwide 
group  of  companies  based  in  Ingeiheim,  Germany. 


Stamford's  Harbor  Park 

the  State's  southwestern  leg.  The  tradi- 
tional home  of  corporate  giants,  the 
area  is  experiencing  a  boom  in  incom- 
ing businesses  of  all  sizes.  Last  year,  30 
businesses  relocated  here. 

After  looking  at  sites  in  four  states, 
industrial  giant  Tenneco  moved  its  head- 
quarters from  Houston  to  Greenwich. 
Connecticut's  favorable  business  climate 
was  a  deciding  factor. 

World  Color  Press,  one  of  North 
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America's  largest  magazine  printers,  tool 
advantage  of  State  financing  incentives 
skilled  labor  and  job-training  funds  to 
expand  in  Greenwich. 

And  Virgin  Atlantic  Airways  capital- 
ized on  State  loans  and  prime  available 
real  estate  in  Norwalk. 

This  past  year,  Swiss  Bank  broke 
ground  on  its  new  North  American 
Corporate  Center  in  Stamford.  And  con 
struction  also  began  on  a  renovated 
downtown  Stamford  campus  for  the 
University  of  Connecticut. 

Experts  see  strong  potential  in  the 
financial  services  area;  in  recent  years, 
the  region  has  become  the  reinsurance 
capital  of  the  U.S.  They  also  report 
vigorous  growth  among  software,  preci 
sion  manufacturing,  communications, 
maritime,  research  and  consulting  firms 

Rapid  access  to  the  rest  of  the 
Northeast  has  always  been  a  Fairfield 
County  drawing  card,  and  now  more 


AUSTIN  T. 
MCNAMARA 

President 

GENERAL  CIGAR 
CO.,  INC. 


(eneral  Cigar  Company  and  its  parent  Culbro 
Corporation  have  multi-generational  ties  to 
Connecticut.  In  the  late  1 9th  century, 
Cullman  Brothers  Tobacco  became  the  premier 
grower  of  fine  cigar  tobacco  in  the  Connecticut 
River  Valley.  Today  Culbro  Corporation,  Cullman 
Brothers'  publicly  traded  descendant,  and  General 
Cigar  Company,  based  in  Bloomfield,  Connecticut, 
constitute  the  only  vertically  integrated  cigar  maker 
outside  of  Cuba. 

"Ask  anybody  who  enjoys  a  premium  hand- 
rolled  cigar  and  they'll  tell  you  Connecticut  Shade 
Tobacco  makes  our  Macanudo  cigars  among  the 
finest  in  the  world,"  says  Austin  McNamara,  presi- 
dent of  General  Cigar. 

General  Cigar  leads  the  booming  renaissance 
of  premium  cigars,  making  Macanudo,  Partagas, 
Temple  Hall  Estates  and  other  premium  handmade 
cigars,  as  well  as  Garcia  y  Vega,  White  Owl  and 
Tiparillo  cigars  for  the  popularly  priced  cigar 
segment. 


JOHN  DUGAN 

Chief  Executive  Officer, 
North  America 

SBC  WARBURG 


SBC  Warburg  eagerly  looks  forward  to  becom- 
ing part  of  Stamford's  vibrant  business  com- 
munity as  the  city's  newest  corporate  member. 
When  we  decided  to  move  the  bulk  of  our 
operations  to  a  location  that  could  support  our 
growing  trading  and  investment  banking  capabili- 
ties, Stamford  was  our  number  one  choice.  Close  to 
New  York  City,  Stamford  is  home  to  many  top-tier 
corporations  and  boasts  a  strong  business  infra- 
structure —  plus  a  high  quality  of  life. 

Here  in  Stamford's  Gateway  District,  at 
Washington  Boulevard  and  North  State  Street,  SBC 
Warburg  is  building  a  1 3-story  office  tower  and  a 
two-story,  column-free,  60,000-square-foot  trading 
arena.  The  new  complex  will  consist  of  594,000 
square  feet  of  office  space  and  377,000  square 
feet  for  enclosed  parking.  We  expect  to  start  doing 
business  from  this  new  location  in  the  fall  of  1997. 
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ian  $2  billion  in  transportation  improve- 
nents  are  under  way.  They  include  a 
najor  renovation  of  the  Stamford  train 
tation,  doubling  its  capacity,  and  plans 
or  the  region's  new  high-speed  rail  link. 

In  Bridgeport,  the  State's  largest  city, 
nodem,  single-story,  multi-acre  sites  are 
ansforming  the  scene.  Older  manufactur- 
ig  facilities  are  the  subject  of  a  pilot  EPA- 
ponsored  Brownfields  project,  which  will 
elp  return  them  to  the  marketplace.  The 
ily's  port  also  contains  some  of  the  most 
aluable,  readily  available  acreage  on 
le  eastern  seaboard. 

Through  all  this  growth,  Fairfield 
ounty  has  maintained  its  country 
harm,  making  it  one  of  the  world's  most 
opular  residential  areas.  And  culturally, 
airfield  County  continues  to  offer  the 
lest,  including  the  Stamford  Center  for 
le  Performing  Arts,  the  Bridgeport  Zoo, 
ridgeport's  annual  P.T.  Barnum  Festival 
nd  Norwalk's  Maritime  Aquarium. 


> 


H    ROBERT  I.  LIPP 

Chairman  and 
HI  Chief  Executive  Officer 

ft  TRAVELERS/AETNA 
ilOPERTY  CASUALTY 
CORP. 


he  success  of  Travelers/Aetna  Property 
Casualty  Corp.  is  a  shining  example  of  vitality 
in  the  Hartford  business  community. 
Formed  in  April  1 996  from  Travelers  Indemnity 
and  the  domestic  property  and  casualty  business 
i  acquired  from  Aetna  Life  and  Casualty  Company, 
today  we're  America's  fourth-largest  property  casu- 
alty insurer  with  direct  written  premiums  of  $10 
i  billion.  We're  also  the  third-largest  commercial 
insurer,  and  the  largest  company  selling  auto  and 
i  homeowners  insurance  through  independent 
agents. 

Our  overall  size,  financial  strength  and  stature 
i  as  a  member  company  of  Travelers  Group  positions 
Jus  —  and  Hartford  —  as  insurance  leaders  for 
the  millennium. 


NORTHWEST  CONNECTICUT: 

BEAUTY  AND  THE  BIOTECH 
REVOLUTION  J 


Lovers  of  the  wooded  hills  find  a 
peaceable  kingdom  in  Connecticut's 
Northwest,  where  the  lack  of  conges- 
tion and  beautiful  vistas  permit  a 
relaxed  and  rich  quality  of  life.  But  its 
closeness  to  New  York  and  a  high 
concentration  of  thriving  high-tech 
businesses  make  the  environment  even 
more  attractive,  especially  to  employers 
looking  for  a  highly  skilled,  computer- 
literate  workforce. 

Characteristic  of  Northwest  success  is 
Lorad,  a  Thermoelectron  Company  that 
makes  mammography  equipment.  Lorad 
has  grown  from  two  employees  to  350, 
and  is  doubling  its  space  in  Danbury. 


PAUL  A.  ALLAIRE 

Chairman  anil 
Chief  Executive  Officer 


XEROX 
CORPORATION 


hen  Xerox  was  debating  moving  its  world 
headquarters  from  Rochester,  N.Y.,  more 
than  a  quarter-century  ago,  two  things 
tilted  the  balance  in  Connecticut's  favor:  a  positive 
business  climate  and  a  quality  of  life  that  is  unsur- 
passed anywhere  in  the  country.  Connecticut  is  a 
state  that  welcomes  and  nourishes  the  business 
community,  providing  on  excellent  education,  trans- 
portation and  communications  infrastructure. 

Xerox  has  flourished  since  moving  to  Stamford 
in  the  late  '60s,  transforming  itself  from  a  copier 
company  to  The  Document  Company.  Today,  its  doc- 
ument processing  products  are  consistently  rated 
among  the  world's  best.  Xerox  is  proud  to  share 
that  tradition  of  quality  with  Connecticut  —  a  state 
that  is  not  only  a  great  place  to  do  business,  but 
also  a  great  place  to  live. 


Town  green,  Waterbury 

The  region's  resources  also  attract 
major  players  like  IPEC  Precision,  a  divi- 
sion of  Integrated  Process  Equipment 
Corporation,  a  world  leader  in  semicon- 
ductor and  silicon  wafer  manufacturing. 
IPEC  moved  its  corporate  offices  to 
Bethel.  It  joins  such  established  technolo- 
gy and  communications  giants  as  IBM  of 
Southbury,  Timex  of  Middlebury  and 
General  Data  Comm  Industries,  Inc.,  of 


DAVID  TAIT 

Executive  Vice  President, 
North  America 


VIRGIN  ATLANTIC 
AIRWAYS 


Since  our  first  flight  to  London  in  1 984, 
Virgin  Atlantic  Airways  has  confounded 
aviation  experts  by  succeeding  as  an 
underdog  in  some  of  the  world's  most  competitive 
aviation  markets.  This  success  stems  from  Virgin's 
breakthrough  services  such  as  in-flight  massages, 
free  limos  and  personal  video  screens  at  every 
seat.  What  other  airline  offers  a  putting  green  in 
their  pre-departure  airport  lounge? 

With  the  new  U.S.  Headquarters  in  Fairfield 
County,  Virgin  now  flies  to  London's  Heathrow  and 
Gatwick  airports  from  eight  major  U.S.  cities,  and 
from  London  to  Hong  Kong,  Tokyo,  Athens  and 
Johannesburg.  Virgin's  success  is  largely  due  to  a 
central  philosophy:  Meet  and  exceed  customers' 
needs  and  give  them  a  unique  travel  experience  in 
the  air  and  on  the  ground. 

In  today's  rapidly  changing  airline  industry, 
where  the  Goliaths  seem  focused  on  consolidation, 
Virgin  strives  to  establish  new,  higher  standards  for 
the  industry  as  a  whole. 


Mohawk  Mountain  Ski  Resort, 
Cornwall 


Middlebury  and  Naugatuck. 

The  Waterbury  area  —  a  leader  in 
the  eyelet  and  screw  machine,  fabricat- 
ed metal  and  plastic  injection  molding 
industries  —  continues  to  have  vigorous 
growth.  Landreth  Engineering,  a  manu- 
facturer of  cold  form  components  for 


WILLIAM  H.  JOYCE 

Chairman,  President  and 
Chief  Executive  Officer 


UNION  CARBIDE 


nion  Carbide's  decision  to  locate  our  world- 
wide headquarters  in  Danbury  has  served  us 
well.  Connecticut's  high  quality  of  life,  cou- 
pled with  its  increasingly  favorable  business  cli- 
mate, make  it  easy  for  Carbide  to  support  the 
Governor's  office  and  other  efforts  that  strengthen 
the  community. 

Our  corporate  and  business  staffs  are  housed 
in  a  highly  cost-  and  energy-efficient  architectural 
pacesetter  called  the  Corporate  Center,  which  offers 
businesses  prime  office  space  in  one  of  the  State's, 
and  the  nation's,  most  convenient,  attractive  and 
efficient  business  locations. 

Our  Connecticut  headquarters  is  the  center  of  a 
worldwide  chemicals  and  polymers  enterprise  with 
annual  sales  of  nearly  S6  billion,  a  talented  world- 
wide workforce  of  more  than  1 1,000  and  some  of 
the  industry's  best  process  technology.  Union 
Carbide  is  a  low-cost  leader  operating  two  business 
segments:  Specialties  and  Intermediates  and  Basic 
Chemicals  and  Polymers. 


automotive,  electronics  and  other  indus- 
tries, moved  from  Texas  to  Waterbury. 
And  last  June,  groundbreaking  cere- 
monies took  place  for  the  Brass  Mills 
Center  Regional  Mall  at  the  site  of  the 
former  Scovill  Manufacturing  Company. 
This  new  mall  will  create  more  than 
2,500  new  retail  and  restaurant  jobs. 
Business  expansion  has  brought 
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infrastructure  improvements.  Route  7  is 
being  extended  to  New  Milford:  This 
beautiful  four-lane  road  gives  both  bus 
nesses  and  tourists  smoother  access  to 
the  Northwest. 

In  Danbury,  businesses  thrive  amid  a 
cultural  renaissance:  an  Olympic-sized  ia 
rink,  free  concerts  on  the  green,  bicycle 
a    and  foot  races,  and  plans  to  turn  the  old 
§    Palace  Theater  into  a  cultural  center.  Thes 
g    additions  complement  the  Candlewood 
g    Playhouse,  the  Charles  Ives  Center  for  the 
®   Arts  and  the  O'Neill  Center  at  Western 
Connecticut  State  University.  And  you  cai 
enjoy  the  outdoors,  from  boating  and 
swimming  on  Lake  Candlewood,  Lake 
Lillinonah  and  Lake  Zoar,  to  auto  races  a 
Lime  Rock  and  skiing  at  Mohawk. 


RESPONSIVE  ASSISTANCE  TO 
EXPLORE  CONNECTICUT 

With  many  states  eager  to  pitch  yot 


RICHARD  J.  GR0SSI 

Chairman  and 
Chief  Executive  Officer 

THE  UNITED 
ILLUMINATING 
COMPANY 


he  United  Illuminating  Company  provides 
electricity  and  energy-related  services  to 
310,000  customers  in  southern  Connecticut. 

With  Ul's  continued  growth  in  earnings  in  1995 
and  our  goal  of  4%  growth  in  future  earnings,  we 
increased  the  dividend  in  early  1996  for  the  sixth 
consecutive  year. 

We  place  great  value  in  our  partnerships  with 
business,  industry  and  government,  just  as  we  prize 
our  long-standing  relationships  with  our  residential, 
commercial  and  industrial  customers. 

Our  region's  business  resources  (including  such 
giobal  giants  as  General  Electric,  Bayer,  Sikorsky 
Aircraft  and  Pratt  &  Whitney)  are  matched  only  by 
our  seats  of  higher  learning,  including  Yale 
University. 

Ul  proudly  stands  with  our  Connecticut  neigh- 
bors in  our  deep  commitment  to  Connecticut's  suc- 
cess, now  and  in  the  future. 

Visit  Ul  on  the  Internet  at  www.uinet.com. 


RONALD  E. 
C0MPT0N 

Chairman 

AETNA 


etna  is  the  nation's  largest  health  care  ben 
fits  company  and  a  global  insurance  and 
financial  services  organization  known  for 
quality,  integrity  and  commitment  to  customers. 
Through  Aetna  U.S.  Healthcare,  Aetna  Retirement 
Services  and  Aetna  International,  we  provide  mil- 
lions of  customers  worldwide  with  the  best-value 
products,  information  and  expert  advice  to  help 
them  lead  healthy,  secure  lives. 

Throughout  Aetna's  history,  we  have  drawn 
upon  the  abundant  resources  Connecticut  offers. 
The  State's  pro-business  initiatives,  pro-growth 
regulatory  climate  and  excellent  proximity  to 
commercial  and  financial  centers  have  been  vital  t 
•  our  success.  In  partnership  with  the  State,  we  worl 
to  foster  economic  growth  in  the  21st  century. 


I 
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business,  Connecticut  realized  it  had  to 
Jo  more.  It  had  to  be  better  organized, 
lore  responsive  and  more  sophisticated 
Ian  its  competition.  So  Governor 
pwland  empowered  the  people  at  the 
rate  agencies  with  a  new  mission:  to 
;jodel  their  operations  on  the  private 
Ictor's  definition  of  customer  service. 
Se  also  created  Team  Connecticut:  a 
tj^twork  of  State,  regional  and  commu- 
Ity  development  resources  working 
rgether  to  provide  the  help  businesses 
|  ;ed  to  thrive. 

I  The  Connecticut  Department  of 
r.onomic  and  Community  Development 
lid  its  partners  from  the  utility  and 
llecommunications  companies  have 
pckaged  the  State's  business-develop- 
jent  resources  for  ease  and  efficiency. 
Iiey  created  the  Connecticut  Economic 
jisource  Center,  Inc.  (CERC),  a  one-stop 
leeway  to  the  many  programs  and  ser- 
Ifces  a  business  person  needs. 


With  a  call  to  CERC,  you  can  quickly 
get  data  on  every  corner  of  Connecticut. 
You  can  discover  prime  available  real 
estate,  using  Sitefinder™,  a  state-of-the- 
art  database  of  commercial  and  indus- 
trial sites  that  are  zoned  for  business  and 
reasonably  priced.  You  can  gain  access 
to  State,  regional  and  local  agencies 
that  will  work  together  to  avoid  dupli- 
cated effort.  You  can  also  access  a  fast- 
track  permitting  process  at  the 
Department  of  Environmental  Protection 
and  the  Department  of  Transportation. 
You'll  learn  about  public/private  sector 
research  partnerships.  You'll  get  informa- 
tion about  highly  competitive  utility  rates. 
And  you'll  make  export  contacts  in  glob- 
al markets,  with  help  for  everything  from 
local  regulations  to  translations 

Firms  that  have  come  to  Connecticut 
have  been  impressed  with  our  team- 
work, professionalism  and  responsive- 
ness. It's  all  part  of  an  effort  to  prove  that 


Connecticut  truly  is  The  State  that  Thinks 
Like  a  Business  —  your  business. 

Writing:  Alan  Maislen,  Mintz  &  Hoke 

For  more  information,  call  CERC 
at  1-800-392-2122,  or  visit  the 
Website  at  cerc.com. 

CONNECTICUT 

The  State  That  Thinks  Like  a  Business. 


1  Connecticut 

Economic  Resource  Center,  Inc. 


in    partnership  with 

Connettuot  Department  of  Etonomk 
and  Community  Development 


IPHILIP  E.  AUSTIN 

President 

UNIVERSITY  OF 
CONNECTICUT 


is.  i 


he  University  of  Connecticut,  in  partnership 
with  business,  fosters  vibrant  economic 
growth.  Our  programs  provide  workforce 
raining  to  respond  to  a  changing  economy. 

A  top-ranked  Research  I  institution,  UConn  has 
elped  develop  new  technologies  and  products.  Our 
ritical  Technologies  Program  pairs  companies  with 
iculty  researchers  in  advanced  materials,  biomed- 
al  imaging,  biotechnology,  drug  development, 
nvironmental  research,  marine  sciences  and  pho- 
inics.  Our  Family  Business  Program  and  Small 
usiness  Institute  create  solutions  for  small  and 
lid-sized  companies. 

A  proven  component  in  attracting  new  busi- 
esses  to  the  State,  UConn's  resources  are  commit- 
:d  to  sharpening  workforce  skills  and  providing 
xpertise  for  companies  of  all  sizes. 


ROBERT  G.  BURTON 

Chairman ,  President  and 
Chief  Executive  Officer 

WORLD  COLOR 


W 


hen  World  Color  decided  to  relocate  its 
corporate  headquarters  to  Greenwich, 
Connecticut,  we  found  an  historic  home 
that  reflects  the  proud  heritage  of  our  own  com- 
pany, founded  in  1903. 

World  Color  is  an  industry  leader  and  full- 
service  provider  for  the  magazine,  catalog,  direct 
response,  commercial,  rack-size  book,  directory 
and  retail  markets.  World  Color  employs  more  than 
1 1,000  and  operates  35  facilities. 

World  Color  is  headquartered  at  "The  Mill,"  a 
venue  built  in  1881. 

"Our  relocation  to  Connecticut  is  a  most  impor- 
tant step  for  our  Company,  assuring  our  employees 
an  outstanding  quality  of  life,"  says  Robert  G. 
Burton,  World  Color  chairman,  president  and  chief 
executive  officer. 

"It  also  provides  World  Color  with  significant 
savings  in  the  cost  of  doing  business." 

World  Color  looks  forward  to  a  successful, 
newly  formed  partnership  with  Connecticut. 


W.C.  STEERE  JR. 

Chairman  and 
Chief  Executive  Officer 

PFIZER  INC 


Pfizer  is  one  of  the  world's  leading  health  care 
companies,  a  position  earned  through 
decades  of  innovative  research  and  develop- 
ment. Our  mission  is  to  discover  and  develop  value- 
added  products  that  help  people  around  the  world 
enjoy  longer,  healthier  and  more  productive  lives. 
The  Company  has  three  business  segments:  health 
care,  consumer  health  care  and  animal  health. 

In  1996,  Pfizer  will  spend  approximately  $1.7 
billion  on  R&D,  which  is  10%  of  the  R&D  budget  for 
the  U.S.  pharmaceutical  industry. 

This  year  marks  Pfizer's  50th  anniversary  in 
Connecticut.  Our  expanded  worldwide  research 
headquarters  in  Groton  is  now  Pfizer's  largest  facil- 
ity and  employs  3,600  people,  including  some 
2,700  highly  skilled  professionals  at  work  on  new 
medicines  to  benefit  people  around  the  world. 

We  undertake  almost  half  of  the  biomedical 
R&D  carried  out  in  Connecticut,  giving  Pfizer  a  con- 
siderable stake  in  the  State's  future. 


No       do  the  commuter  trains  run  on  time  in  Hong  Kong— 
the  darned  things  actually  make  money  with  low  fares. 

11  aboard  for  privatization 


By  Andrew  Tanzer 

The  first  thing  that  strikes  you 
about  the  Kowloon- Canton  Railway 
Corp.,  Hong  Kong's  commuter  train 
line,  is  the  impressive  tidiness.  The 
bathrooms  are  clean,  the  station  floors 
are  polished  and  there's  hardly  a  speck 
of  graffiti  or  a  cigarette  butt  to  be 
found.  The  trains  run  punctually 
99.5%  of  the  time. 

But  this  is  all  less  surprising  than  the 
century-old  company's  financial  per- 
formance: kcrc  earned  $115  million 
aftertax  last  year  on  $381  million  in 
revenues.  While  most  urban  mass  tran- 
sit systems  in  the  West  wallow  in  the 
taxpayer  trough,  this  one  gushes  prof- 
its. With  a  12%  return  on  fixed  assets, 
the  kcrc  is  probably  the  world's  most 
profitable  railway. 

Underground  in  Hong  Kong  the 
story  is  much  the  same.  The  territory's 
efficient,  reliable  and  highly  profitable 
Mass  Transit  Railway  Corp.  enjoys  a 
sterling  credit  rating  and  funds  most 
of  its  expansion  on  international  capi- 
tal markets.  Down  in  Singapore,  the 
city-state's  subway  system  earned  $34 
million  aftertax  last  fiscal  year  and 
plans  to  go  public. 

Little  wonder,  then,  that  when 
Robert  Tasiaux,  a  transportation  con- 
sultant at  AT.  Kearney  (Hong  Kong), 
conducted  an  exhaustive  global  survey 
of  urban  mass  transit,  he  found  that 
the  eight  most  efficient  train  systems 
in  the  world  were  all  in  Asia — even 
after  adjusting  for  variables  such  as 
wage  differentials  and  population  den- 
sity. For  example,  the  kcrc's  wage- 
adjusted  operating  cost  per  vehicle- 
mile  is  one -half  that  of  the  New  York 
City  Transit  Authority  and  one-fourth 
as  much  as  for  the  Paris  metro; 
employees  per  vehicle-mile  is  only 
one-third  that  of  New  York  and  Paris. 

How  does  Tasiaux,  a  Belgian, 
explain  the  Asian  edge?  Market  disci- 
pline. In  Europe  and  North  America 
there's  hardly  an  urban  commuter 
train  line  that  doesn't  survive  on  gov- 


ernment handouts. 

Most  mass  transit  systems  in  the 
U.S.  depend  on  taxpayer  subsidies  for 
a  third  or  more  of  operating  costs.  In 
Chicago  50%  of  funds  come  from 
government,  and  in  Boston  70%  do. 
Paris,  with  a  density  identical  to  the 
kcrc's — measured  in  passengers  per 
mile  of  track — subsidizes  nearly  half 


of  its  metro's  operating  costs. 

Tasiaux,  who  has  advised  transit  sys- 
tems around  the  world,  including  the 
kcrc,  explains  that  when  the  railways 
are  run  as  government  agencies  they 
lose  the  incentive  to  be  cost  efficient 
and  to  raise  service  and  quality  levels. 

In  Hong  Kong,  the  train  and 
subway  systems  are  public-sector  cor- 
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porations  run  on  commercial  princi- 
ples. The  government  gives  the  KCRC 
an  ambitious  return-on-assets  target  of 
12%  to  15%,  but  otherwise  lets  man- 
agement get  on  with  running  the 
company. 

"In  Hong  Kong,  we're  expected  to 
run  it  like  a  business,"  explains  Kevin 
Hyde,  KCRC  chairman,  speaking  in  the 
railway's  new  headquarters  in  Hong 
Kong's  New  Territories.  "The  under- 
lying principle  of  the  government 
here  is  that  the  taxpayer  will  not  sub- 
sidize transport.  It's  the  Hong  Kong 
philosophy." 

A  native  of  New  Zealand,  Hyde, 
51,  is  acutely  aware  of  the  difference 
between  a  railway  run  as  a  govern- 
ment department  and  one  operated 
on  commercial  principles.  A  lawyer  by 


KCRC  Chairman  Kevin  Hyde; 
rush  hour  in  Hong  Kong 
"The  taxpayer  will  not  subsidize  trans- 
port. It's  the  Hong  Kong  philosophy." 


training,  he  wrote  legislation  in  the 
late  1970s  to  commercialize  New 
Zealand's  railway,  which  was  then 
losing  Si  million  a  week.  Hyde  then 
became  an  executive  of  the  newly 
formed  corporation,  rising  to  chief 
executive  in  1987  (he  was  headhunt- 
ed by  the  kcrc  in  1990). 

During  the  1980s,  Hyde  recalls,  the 
New  Zealand  Railways  Corp.  laid  off 
15,000  workers — the  population- 
adjusted  equivalent  of  a  U.S.  compa- 
ny's axing  over  1  million  employees — 
and  slashed  its  asset  base.  By  1990  the 
company  was  profitable  and  it  was 
later  sold  to  Wisconsin  Central  and  is 
now  listed  on  the  New  Zealand  stock 
exchange. 

Hyde  says  that  when  government  is 
allowed  to  meddle,  a  railway  becomes 
a  political  and  social  instrument,  not  a 
business.  "If  government  wishes  to 
fight  inflation,  it  will  freeze  fares.  If  it 
wishes  to  fight  unemployment,  it  will 
force  the  railway  to  hire."  He  adds 
that  politicians  seeking  union  support 
will  encourage  the  railway  to  raise 
wages  and  those  attempting  to  buy 
votes  will  push  for  commercially 
untenable  stations  to  be  built  in  their 
districts. 

He  gives  as  an  example  the  New 
Zealand  system  in  the  bad  old  days. 
One  inflation-fighting  government 
froze  tares  for  three  years.  Then  a  new, 
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unemployment-fighting  administra- 
tion came  in,  jacked  up  fares  67%  and 
forced  the  railway  to  hire  2,000 
unnecded  workers.  "If  you  can't  set 
'  iur  own  fares,"  says  Hyde,  "then  you 
don't  have  control  of  50%  of  your 
business.  It  creates  high  levels  of 
uncertainty  and  encourages  you  to 
underinvest  in  replacing  assets,  so  that 
you  start  a  cycle  of  running  down  ser- 
vices." Thus  you  get  broken  escalators 
and  spastic  train  doors.  Ridership 
declines,  subsidies  increase  and  you've 
entered  a  vicious  cycle. 

Tasiaux  notes  that  the  fare-setting 
process  in  the  U.S.  is  particularly  tor- 
tured, with  heavy  interest-group  inter- 
ference and  routine  lawsuits  over  fare 
increases.  (The  kcrc  can  set  its  own 
ticket  prices,  yet  its  fares  are  among 
die  lowest  in  the  world.) 

kcrc  is  40%  unionized,  but  these 
unions  are  of  the  unmilitant  Asian  vari- 
ety. They  do  not  have  the  political  clout 
that  unions  have  in  the  West.  Union 
featherbedding  raises  costs  for  mass 
transit  systems  and  taxpayers  in  Europe 
and  the  U.S. 

With  its  independence  from  con- 
stant political  meddling,  the  KCRC  is 
run  like  a  good  service  business.  The 
company,  which  serves  1 . 1  million 
commuters  a  day,  carries  out  extensive 
customer  satisfaction  surveys  every 
month  and  quickly  acts  on  complaints. 
For  instance,  when  riders  complained 
that  on-board  bilingual  announce- 
ments by  drivers  were  difficult  to 
understand,  the  KCRC  introduced  a 
digitized  system. 

Hyde,  who  will  step  down  at  the 
end  of  the  year  to  move  to  England, 
observes  resistance  to  change  in 
Europe  and  the  U.S.  "It's  become 
embedded  in  expectations  of  Western 
communities  that  urban  and  suburban 
railways  will  run  at  a  loss  and  require 
ongoing  subsidies,"  he  asserts. 

But  change  will  come,  he  predicts, 
because  so  many  governments  must 
cut  their  budget  deficits.  In  fact,  he 
already  sees  attempts  in  Europe — but 
not  yet  in  the  U.S. — to  restructure 
mass  transit  systems  along  commercial 
lines.  For  instance,  the  London 
Underground  was  converted  to  a  cor- 
poration, and  its  operating  subsidies 
were  eliminated  over  the  past  decade. 
"You  can  be  efficient,"  he  tells  us, 
"provided  the  state  allows  you  to 
operate  in  a  commercial  way."  H 


Last  year  paging  companies  could  do  no  wrong. 
This  year  they  are  roadkill  on  the  information  highway. 
The  wise  investor  knows  roadkill  makes  for  good  pickings. 

The  cheap  beep 


By  Christopher  Palmeri 

Nineteen  ninety-six  was  supposed 
to  be  the  year  of  the  big  payoff  for 
John  Beletic,  chief  executive  of 
Dallas-based  PageMart  Wireless  Inc. 
In  seven  years  Beletic  built  Page- 
Mart — entirely  through  internal 
growth — into  the  nation's  fifth  - 
largest  paging  company,  with  more 
than  $100  million  in  revenues  and 
1.5  million  subscribers.  In  June 
Beletic  took  PageMart  public,  but  the 
fast-growing  company  has  done  a 
belly  flop  since.  PageMart  came 
public  at  13  and  sank  to  9%,  although 
PageMart's  numbers  have  beaten 
analysts'  projections.  "The  industry  is 
robust,"  says  the  always  effusive 
Beletic.  "We  are  growing  strong.  We 
are  undervalued." 

The  paging  companies  are  in  the 
doghouse,  with  their  stocks  down  an 
average  of  50%  from  their  highs.  The 
carnage  began  in  February  when 
Jackson,  Miss. -based  Mobile 
Telecommunication  Technologies 
announced  a  larger-than-expected 
loss  due  to  technical  glitches  in  its 
new  two-way  pager  system.  Then 
industry  leader  Paging  Network,  Inc. 
(PageNet)  announced  higher-than- 
expected  product  returns  in  its  joint 
marketing  program  with  MCI  Com- 
munications. Finally,  some  of  the 
more  acquisition-minded  paging 
companies,  like  MobileComm, 
Metrocall  and  ProNet,  announced 
that  they  were  having  trouble  inte- 
grating their  new  businesses. 

Wham!  Last  year  Wall  Street  valued 
paging  companies  at  more  than  16 
times  trailing  cash  flow.  This  year 
these  fast-growing  companies  are 
valued  at  more  like  12  times.  What's 
changed?  Investor  psychology,  mainly. 

A  lot  of  investors  have  come  to  feel 
that  competition  from  the  new  per- 
sonal communications  systems  (PCS) 
phones,  which  look  like  cellular 
phones  but  sound  better,  will  kill  off 


the  beepers.  In  Washington,  D.C.  a 
company  half-owned  by  Sprint  Com- 
munications and  three  cable  televi- 
sion companies  has  been  selling  the 
PCS  service  at  a  starting  price  of  $15 
per  month.  For 


this,  subscribers  get  a  product  with 
better  reception  than  a  cellular  phone 
plus  nifty  features  like  Caller  I.D.  and 
voice  mail.  You  also  get  the  ability  to 
have  your  phone  act  like  a  pager, 
beeping  you  and  giving  you  the 
number  of  the  caller,  so  you  can 
return  the  call  whenever  you  want. 
With  help  from  a  big  advertising 
campaign  featuring  celebrities  Can- 
dice  Bergen  and  baseball's  Cal 
Ripken  Jr.,  Sprint's  Washington  affil- 
iate has  sold  100,000  PCS  phones 
since  last  November. 

Yet  there  is  reason  to  believe  that 
these  doubts  are  overblown.  Pagers 
have  inherent  advantages  over  the 
other  wireless  devices,  not  the  least  of 
which  is  size.  Because  pagers  transmit 
less  information,  they  have  much 
greater  range  and  a  longer  battery  life 
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than  cellular  or  PCS  phones.  The  cost 
of  paging  infrastructure  is  also  much 
less,  and  therefore  so  is  the  price — as 
low  as  $6  a  month  for  unlimited  use. 
That's  a  price  the  wireless  phones 
won't  touch  anytime  soon.  Cellular 
operators  and  paging  companies  in  the 
Washington,  D.C.  area  report  that 
their  sales  are  up  significantly  since  PCS 
came  to  town.  The  PCS  promotion 
raises  awareness  of  all  the  wireless  ser- 
vices, industry  insiders  say.  "Whenever 
we  enter  a  market  anywhere  in  the 
world,  the  whole  market  grows,"  says 
Benjamin  Scott,  chief  executive  of 
PrimeCo  Personal  Communications, 
L.P.,  a  partnership  between  AirTouch 
Communications  and  three  of  the 
Baby  Bells,  which,  along  with  AT&T,  is 
Sprint's  major  rival  in  PCS. 

Adds    one  of 
Scott's 


bosses,  AirTouch  Vice  Chairman  Lee 
Cox:  "We  are  going  to  see  a  segment- 
ed marketplace  with  a  variety  of  ser- 
vices. No  one  application  is  going  to 
eclipse  another."  Which  explains  why 
San  Francisco-based  AirTouch  is 
investing  in  new  cellular,  PCS  and 
paging  ventures  worldwide.  In  fact, 
Sprint  and  PrimeCo  have  plans  to  sell 
other  people's  beepers  alongside  their 
PCS  phones,  notes  Harry  Blount,  an 
analyst  at  Rauscher  Pierce  Refsnes,  Inc. 

Investors  seem  also  to  have  con- 
cluded that  paging's  own  next-gener- 
ation service  is  a  flop — the  two-way 
pagers  that  allow  you  to  send  infor- 
mation back  and  forth.  This  misper- 
ception  is  based  on  Mobile  Telecom- 
munication's badly  executed  launch 
of  a  two-way  service  last  year,  as  well 
as  the  industry  overhype  that  fol- 
lowed the  auctioning  off  of  a  new 
two-way  spectrum  two  years  ago. 
The  new  spectrum  is  confusingly 
called  narrowband  PCS,  as  opposed  to 
the  broadband  PCS  that  is  challenging 
cellular  telephones. 

Contrary  to  perceptions,  paging's 
new  spectrum  is  for  real.  It's  just  not 
clear  which  new  services  will  flourish 
and  how  long  the  investment  in 
licenses  and  infrastructure  will  take  to 
pay  off.  George  Perrin,  founder  and 
chairman  of  Piano,  Tex. -based 
PageNet,  the  industry  leader  with 
nearly  8  million  subscribers,  is  bank- 
ing on  a  product  called  VoiceNow, 
which  records  the  caller's  voice  inside 
a  device  that  works  like  a  portable 
answering  machine.  After  a  lot  of 


hype  and  many  months  of  delays, 
Perrin  says  the  company  will  roll  out 
VoiceNow  in  Dallas  by  the  end  of  the 
year.  "It's  here,"  says  Perrin.  "And 
our  customers  tell  us  they  want  it." 

PageMart's  John  Belctic  and 
Mobile  Telecommunication's  new 
chief  executive,  John  Stupka,  have  a 
different  view.  They  believe  the  new 
two-way  frequencies  will  best  be  used 
by  devices  that  allow  subscribers  to 
receive  and  reply  to  text  messages. 
Presently  the  devices  that  can  do  this 
are  either  limited  to  receiving  infor- 
mation or  just  too  awkward  to  use 
and  carry  around.  But  Stupka,  the 
highly  regarded  former  head  of 
Southwestern  Bell's  cellular  tele- 
phone operation,  says  his  research 
tells  him  that  customers  want  a  more 
discreet  way  of  communicating  than 
what  cellular  and  PCS  phones  have  to 
offer.  "I  believe  we  are  seeing  the 
birth  of  a  new  category — messaging 
services,"  Stupka  says. 

No  matter  who  is  right,  paging  is 
here  to  stay.  In  the  early  1980s  many 
people  thought  cellular  telephones 
would  kill  off  paging.  Instead  the 
two  industries  grew  in  lockstcp. 
Each  now  has  more  than  35  million 
customers  in  the  U.S.  and,  based  on 
the  acceptance  levels  in  some  U.S. 
cities  and  foreign  countries,  both 
services  could  double  their  sub- 
scribers nationwide  over  the  next 
decade.  The  trick  in  buying  paging 
companies,  like  any  other  stocks,  is 
not  to  get  in  when  everyone  on  Wall 
Street  is  chasing  them.  RB 


Does  opportunity  beep? 
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*Stock  market  value,  plus  long-term  debt,  minus  cash  and  other  assets.  tEarnings  before  interest,  taxes,  depreciation  and  amortization. 
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Just  about  nobody  likes  the  paging  stocks  anymore.  You  know  what  they  say  about  the  madness  of  crowds. 
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No,  Jimmy  Stewart  doesn't  run  it;  John  Forlines  does. 

But  the  Bank  of  Granite  seems  right  out  of  It's  a  Wonderful  Life. 

The  best  little  bank 
in  America? 


By  Randall  Lane 

The  Bank  of  Granite  is  a  small 
(assets,  $486  million)  bank  in  the 
hamlet  (pop.  3,552)  of  Granite  Falls, 
N.C.  It  has  been  run  by  John  For- 
lines since  1954. 

Midway  through  a  five-hour 
marathon  of  answering  investor  ques- 
tions at  Berkshire  Hathaway's  annual 
meeting  in  May,  Warren  Buffett  sud- 
denly made  little  Granite  famous. 

Buffett  doesn't  own  any  stock  in 
Bank  of  Granite,  but  someone  had 
sent  him  the  bank's  financials.  He 
read  them,  and  was  impressed.  "It's 
so  much  more  efficient  than  any  of 
those  larger  banks  that  had  to  be  put 
together,  it  makes  you  kind  of 
wonder  about  the  underlying  ratio- 
nale [of  bank  mergers],"  Buffett  told 
investors. 

Within  the  next  few  days  over  250 
Buffett  groupies  from  around  the 
world  called  Granite  Falls  for  the 
bank's  annual  report,  forcing  For- 
lines, 78,  to  order  a  new  print  run. 
We  hopped  on  a  puddle -jumper  to 
Granite  Falls. 

What  we  found  wasn't  all  that 
impressive,  on  the  surface.  Physically, 
the  bank  consists  of  1 1  simple 
branches,  clustered  within  a  20-mile 
radius.  The  branches  have  real  live 
people  working  in  them.  No  stand- 
alone teller  machines.  To  the  casual 
observer,  nothing  special. 

But  sheer  poetry  for  those  into 
financials.  The  benchmark  return-on- 
assets  figure  for  U.S.  banks  is  1%;  a 
very  few  standouts  might  hit  2%. 
Among  those  that  do  is  the  magnifi- 
cent Wells  Fargo  (see  p.  108),  of 
which  Berkshire  Hathaway  owns 
14%.  But  Granite  is  a  class  apart.  Last 
year  it  earned  $12  million,  2.66%  on 
its  assets — the  highest  return  in  the 
country  among  broad-based  com- 


mercial banks  with  $400  million  or 
more  in  assets. 

Since  going  public  in  1984,  Gran- 
ite has  posted  record  earnings  for 
each  of  its  49  quarters.  Dividends 
have  increased  each  year  since  For- 
lines took  over  midway  through 
Dwight  Eisenhower's  first  term. 

Forlines'  success  can  be  traced  to 
two  maxims:  Treat  your  customers 
like  people  and  control  your  costs. 
With  competitors  like  NationsBank, 
Wachovia  and  First  Union  expanding 
in  the  growing  western  North  Car- 
olina market,  Forlines  has  to  keep  on 
his  toes. 

He  does  so  by  playing  the  role  of 
Jimmy  Stewart's  George  Bailey  in  It's 
A  Wonderful  Life.  For  customers, 
that  means  being  called  by  name, 
phone  calls  answered  by  humans  and 
drive-through  windows  at  every  loca- 
tion. Electronic  banking?  Stand-alone 
ATMs?  Not  for  Forlines.  "We're  in  the 
people  business,"  he  drawls. 

Granite  pays  its  depositors  a  few 
basis  points  less  than  the  big  banks 
pay.  But  what  deposits  Forlines  loses 
from  price-conscious,  computer-liter- 
ate younger  customers,  he  more  than 
makes  up  for  with — shall  we  say — 
more  mature  folks  who  appreciate  the 
service  and  are  enticed  by  cheap  little 
frills  like  free  checking  or  discount 
eyeglasses.  "Old  people,"  Forlines 
whispers  conspiratorially,  "still  have 
the  money." 

On  the  asset  side  of  Granite's 
ledger,  80%  of  loans  are  outstanding 
to  small  businesses,  virtually  all  of 
them  local.  The  borrowers  are  willing 
to  pay  a  little  extra  to  do  business 
with  a  bank  that  knows  and  courts 
them  and  will  likely  be  around  in  the 
same  shape  next  year.  "Every  time 
one  of  these  [big  bank]  mergers  hap- 


Bank  of  Granite 
chairman 
John  Forlines 
Warren  Buffett's 
very  own 
George  Bailey. 


pens,  it  just  helps  us,"  says  Forlines. 
"We  call  it  bankaphobia — and  the 
sure  cure  for  it  is  to  move  your 
account  to  Bank  of  Granite." 

The  bank  was  founded  in  1906  by 
a  group  of  Granite  Falls  elders  who 
thought  the  5-mile  trip  to  Hickory 
was  too  long  for  their  horse-and- 
buggy.  By  1954  the  bank  was  on  the 
brink  of  extinction.  A  new  group  of 
local  owners  took  over  and  looked 
for  someone  to  reinvigorate  the  bank. 

Enter  Forlines.  Born  and  raised 
around  Durham,  N.C.,  he  attended 
Duke  University,  and  during  World 
War  II  rose  to  the  rank  of  major  in 
the  Army's  finance  unit.  After  the 
war,  Forlines  worked  in  the  family's 
Durham  hardware  store.  He  was  run- 
ning the  shop  when  the  offer  came  to 
run  Bank  of  Granite.  He  was  36. 

Forlines  expanded  into  neighboring 
towns  like  Hickory  and  Lenoir.  The 
area  was  becoming  a  major  center  for 
hosiery  and  furniture — industries  that 
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spawn  lots  of  small  businesses,  which 
need  lots  of  small  loans. 

The  total  population  in  Granite's 
market  is  just  250,000,  but  Forlines 
and  bank  president  Charles  Snipes 
know  a  great  deal  about  them.  In 
each  of  the  six  communities  that  have 
at  least  one  Bank  of  Granite  branch, 
Forlines  has  organized  an  advisory 
board  comprising  well-connected  res- 
idents in  each  community.  So  the 
urologist  in  Hickory,  the  real  estate 
developer  in  Granite  Falls  and  the 
school  reading  specialist  in  Hudson 
all  keep  Forlines  in  their  local  loops. 

These  unpaid  advisers  also  help 
Forlines  track  new  families  and  new 
businesses.  "If  you're  the  first  banker 
to  get  to  these  people,  you  have  a 
good  chance  of  getting  their  busi- 
ness," says  Forlines  as  he  races 
around  town  in  his  Buick  Park 
Avenue  Ultra,  its  radar  detector  con- 
stantly beeping,  pta  meetings,  wed- 
dings, church  barbecues — it's  all  on- 


duty  time  for  bank  employees.  A  local 
joke  has  it  that  regulators  forced 
Snipes  to  put  FDIC  stickers  in  the  win- 
dows of  restaurants  he  frequents. 

Talk  about  running  a  lean  shop. 
When  Forbes  tried  to  leave  a  mes- 
sage for  Forlines  recently,  his  secre- 
tary asked  if  there  was  an  800 
number  he  could  call  back  on;  she 
confided  he  sometimes  won't  return 
long  distance  calls  if  he  has  to  pay. 

The  work  force  is  just  160  employ- 
ees, one  for  every  $3  million  in  assets, 
about  twice  the  amount  of  most 
banks.  There's  a  lending  officer  who 
doubles  as  a  security  officer  and  a 
compliance  officer  who  runs  the 
credit  administration  department  in 
her  spare  time.  The  bank's  efficiency 
ratio — its  overhead  against  its  rev- 
enue— is  35%,  about  half  the  nation- 
al average. 

You  can  get  a  Bank  of  Granite  Visa 
card  or  a  mortgage,  but  Forlines 
doesn't  hold  these  for  Bank  of  Gran- 


ite's accounts.  Too  risky.  He  collects 
an  origination  fee  and  then  sells  off 
these  assets  to  Wall  Street,  which  adds 
them  to  securitized  pools.  For  loans 
exceeding  $  1  million,  other  banks  are 
brought  in  to  share  the  risk. 

The  bank  has  made  John  Forlines 
modestly  rich.  He  owns  5%  of  the  6 
million  shares,  with  a  market  value  of 
$8  million.  His  salary:  $184,000. 

But  sorry,  folks,  if  we  gave  you  an 
itch  to  call  your  broker.  It's  probably 
too  late.  While  the  bank's  earnings 
have  been  growing  at  around  13%  a 
year,  the  Nasdaq-traded  stock, 
recently  28,  is  selling  at  21  times 
earnings  and  3  times  book  value. 
Since  Buffett  tossed  out  his  endorse- 
ment, the  stock  has  jumped  16%. 

But  if  you  don't  buy  the  stock,  you 
can  still  pick  up  a  pointer  or  two  from 
this  small-town  banker.  As  Buffett 
suggested,  a  little  bit  of  the  Bank  of 
Granite  philosophy  would  be  a 
healthy  thing  for  any  business.  BB 
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Since  Then, 

We've  Put  Up 
(26  Billion. 


When  The  CIT  Group  ran  the  advertisement 
on  the  left,  America  was  mired  in  a  recession 
and  many  traditional  sources  of  financing  were 
not  available. 

Our  prescription  at  the  time  was  to  increase 
our  commitment.  As  a  lender  to  American 
industry,  we  knew  the  country  would  only 
achieve  economic  prosperity  when  companies 
had  dedicated  financial  partners  to  help  them 
implement  their  growth  plans. 


More  than  four  years  later,  companies 
throughout  the  country  are  posting  record  profits 
and  financing  is  substantially  easier  to  come  by 

At  CIT,  we're  doing  what  we've  always 
done:  steadily  increasing  our  commitment  to 
the  businesses  and  individuals  we  serve 

The  CIT  Group  stands  ready  to  help 
you  succeed.  For  more  information,  we  invite 
you  to  visit  our  web  site  at 


www.citgroup.com 


_IIE 


america's 
Most  Experienced 
Asset- Based 
Lender 


After  being  almost  strangled  by  nationalization, 
France's  Rhone-Poulenc  is  back  on  its  feet 
as  one  of  the  world's  great  chemical  companies. 

The  road 
from  serfdom 

By  Howard  Banks 


Jean-Rene  Fourtou,  chief  executive  of  Rhone-Poulenc,  in  his  Paris  office 
Turning  round  a  disaster  in  a  very  un-French,  un-Sociaiistic  fashion. 


ONE  oy  the  many  blunders  inflicted 
upon  the  French  economy  by  Social- 
ist President  Francois  Mitterrand  in 
the  early  days  of  his  electoral  triumph 
was  the  1982  nationalization  of 
Rhone-Poulenc  S.A.  Before  national- 
ization, Rhone-Poulenc  hadn't  been 
doing  very  well.  After  nationalization 
it  almost  expired. 

By  1985  Rhone-Poulenc's  sales 
had  stagnated  at  around  $7.5  billion 
a  year.  Earnings  were  just  $250  mil- 
lion, a  3%  net  margin  in  an  industry 
where  well-run  companies  earn  twice 
as  much.  There  was  talk  at  the 
Bourse  that  Rhone-Poulenc  might 
celebrate  its  centenary  by  declaring 
bankruptcy. 

The  Socialists  didn't  need  that  kind 
of  embarrassment.  To  bail  themselves 
out,  in  1986  they  brought  in  a  new 
man  to  run  Rhone-Poulenc:  Jean- 
Rene  Fourtou.  Age  47  when  he  got 
the  call,  Fourtou  was  a  nonpolitical 
businessman  who  was  running 
France's  largest  management  consul- 
tant, Bossard  et  Michel.  His  clients 
included  several  U.S.  and  European 
pharmaceutical  firms,  but  he  had 
never  run  one  himself.  He  was,  how- 
ever, acceptable  to  the  unions  that 
represented  virtually  all  of  Rhone- 
Poulenc's  80,000  workers. 

The  Elysee  wanted  Rhone-Poulenc 
salvaged — and  fast.  It  was  a  tall  order, 
yet  Fourtou  has  pulled  it  off.  Sales 
have  increased  2.5  times  since  Four- 
tou took  over,  to  $17.3  billion  last 
year.  Profits  have  climbed  over  three- 
fold, to  $780  million.  Three  years 
ago  things  were  going  well  enough 
that  the  government  was  able  to  re- 
privatize  Rhone-Poulenc. 

Turnarounds  like  this  don't  happen 
by  magic.  Fourtou  succincdy  sums  up 
his  impression  upon  arrival:  "It  was  a 
disaster,"  he  says,  and  that's  probably 
an  understatement. 

Long  a  heavily  centralized  and 
bureaucratized  company,  under  the 
Socialists  Rhone-Poulenc  became 
even  more  so,  with  even  minor  deci- 
sions pondered  at  length  by  a  rigid 
Paris-based  corporate  bureaucracy. 
Worker  productivity  was  abysmally 
low.  But  top  priority  was  preserving 
jobs,  not  increasing  productivity. 

Heavily  dependent  on  two  lines  of 
business — commodity  chemicals  and 
textile  fibers — Rhone-Poulenc  was  a 
prisoner  of  Europe's  economic  cycles. 
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Yet  there  was  no  effort  to  break  out 
of  this  prison.  Little  was  spent  on 
research  and  development,  and  not 
much  on  new  investment. 

Fourtou's  first  move  was  to  push 
Rhone-Poulenc's  products  into  new 
geographical  markets.  Gallic  to  the 
core,  Rhone-Poulenc  then  did  only 
about  3%  of  its  business  in  the  all- 
important  U.S.  market.  France  alone 
accounted  for  over  40%  of  sales,  the 
rest  of  Europe  for  much  of  the  rest. 

In  late  1986,  less  than  six  months 
after  taking  over,  Fourtou  bought 
Union  Carbide's  agrochemicals  busi- 


expanded  to  a  68%  stake.  The  busi- 
ness has  been  renamed  Rhone- 
Poulenc  Rorer  (RPR),  but  Fourtou 
was  determined  that  the  American 
company  continue  to  exist  as  an  inde- 
pendent firm  with  its  own  board  of 
directors  and  headquarters  in 
Collegeville. 

Fourtou  came  under  intense  pres- 
sure from  the  Socialists  to  headquar- 
ter Rhone-Poulenc  Rorer  in  France, 
but  he  stuck  to  his  guns.  Maintaining 
the  drugmaker  as  a  separate  compa- 
ny, he  says,  "helped  me  a  lot  in 
decentralizing  the  rest  of  the  group." 


diversified  its  product  mix.  When  he 
arrived,  over  80%  of  the  company's 
business  was  done  in  commodity 
chemicals  and  textile  fibers.  Today 
chemicals  and  fibers  together  account 
for  45%  of  sales  and  20%  of  profits. 

Replacing  low- margin  chemicals 
and  fibers  at  Rhone-Poulenc  are 
higher-margin  pharmaceuticals  and 
agrochemicals.  Drugs  for  animals  as 
well  as  humans  now  make  up  over 
45%  of  sales  and  70%  of  earnings. 
Their  share  will  grow  with  the  acqui- 
sition last  year  of  British  group  Fisons 
for  $2.9  billion — and  with  the  con- 


Alain  Godard, 
president  of  Rhone- 
Poulenc's  agro 
sector,  in  a 
cornfield  outside 
Lyons,  France 
He  says 
Rhone-Poulenc 
has  "deux 
blockbusters" 
up  its  sleeves. 


ness  for  $575  million.  (The  deal 
indemnified  Rhone-Poulenc  against 
any  fallout  from  the  1984  explosion 
of  Carbide's  plant  in  Bhopal,  India.) 
The  deal  gave  Rhone-Poulenc  a  solid 
U.  S.  marketing  team.  It  also  added 
insecticides,  filling  an  important  gap 
in  Rhone-Poulenc's  product  line. 

Perhaps  most  important,  there  was 
a  psychological  benefit  from  the  Car- 
bide deal,  too.  "It  was  decisive,"  says 
Fourtou  in  his  precise,  fluent  English. 
"It  gave  me  confidence  for  future 
acquisitions  in  the  U.S." 

In  1990  he  paid  $1.7  billion  for 
51%  of  Collegeville,  Pa. -based  Rorer 
Inc.,  which  made  Maalox,  the  U.S. 
leading  antacid.  In  a  complicated 
pooling  of  interest  deal  this  was  later 


Today  32%  of  RPR's  outstanding 
stock  trades  independently  on  the 
New  York  Stock  Exchange,  where 
Rhone-Poulenc's  adrs  also  trade 
actively  (see  box,  .p.  158). 

Thanks  to  Carbide,  RPR  and  a 
score  of  other,  smaller,  U.S.  acquisi- 
tions, the  U.S.  now  accounts  for 
21%  of  Rhone-Poulenc's  sales — and 
this  on  a  much  higher  sales  base 
than  in  1990.  Meanwhile,  sales  in 
France  have  dropped  to  22%  of  the 
total  from  40%  in  1986.  The  rest  of 
Europe  accounts  for  32%  (versus 
around  55%  a  decade  ago).  Latin 
America  accounts  for  10%  and  Asia 
around  7%. 

In  broadening  Rhone-Poulenc's 
geographical   base,  Fourtou  also 


tinued  growth  at  highly  profitable 
Rhone-Poulenc  Rorer,  which  earned 
$400  million  last  year  on  sales  of  $5.1 
billion. 

Another  jewel  in  the  health  prod- 
ucts group  is  Pasteur  Merieux  Con- 
naught,  the  $1.05  billion  (estimated 
revenues)  world  leader  in  vaccina- 
tions. PMC  has  around  32%  of  total 
world  sales,  according  to  lean- 
lacques  Bertrand,  chairman  of  PMC; 
its  vaccines  are  used  on  400  million 
people  a  year  around  the  world.  It's  a 
growing  business.  Children  will  soon 
get  a  five-part  vaccine,  covering  diph- 
theria, tetanus,  whooping  cough, 
polio  and  haemophilus  infections. 
Future  possibilities  include  vaccina- 
tion against  Lyme  disease.  AIDS,  the 
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holy  graii  in  this  sector,  is  getting 
one-fifth  of  PMC's  research  money. 

Under  Fourtou,  R&D  spending  has 
grown  relentlessly,  both  in  absolute 
dollars  (to  $1.5  billion  last  year)  and 
as  a  share  of  revenues — to  8%  last 
year,  up  from  5%  a  decade  ago.  As  a 
result  of  this  investment  in  the  com- 
pany's future,  Rhone- Poulenc  has 
several  new  drug  products,  and  more 
in  advanced  medical  trials.  Some 
examples: 

rpr's  anticlotting  drug,  Lovenox, 
for  use  after  hip  replacement  or  knee 
surgery,  has  been  in  use  in  Europe  for 
some  time  and  is  now  available  in  the 
U.S.  Annual  sales  could  reach  $500 
million  within  three  years.  The  Fisons 
acquisition  adds  $1  billion  a  year  in 
sales  in  asthma  treatments  in  what  is 
a  $12  billion-a-year  world  market. 

In  partnership  with  Novo  Nordisk, 
rpr  is  developing  a  hormone  replace- 
ment therapy  for  menopausal 
women.  The  product  will  compete 
with  Ciba-Geigy's  Estraderm  and 
should  do  very  well  as  female  baby 
boomers  pass  50. 

In  a  list  of  cancer  treatment  drugs, 
potentially  the  most  important  new 
product  from  RPR  is  Taxotere, 
designed  to  treat  breast  cancer  (it  is 
also  designed  to  treat  such  things  as 
lung  cancer).  Philippe  Desmarescaux, 
Rhone-Poulenc's  group  president  of 
chemicals  and  research,  and  a  Ph.D. 
chemist,  says  Taxotere's  main  rival 
drug,  Bristol-Myers  Squibb's  Taxol, 
takes  at  least  3  hours  and  up  to  24 
hours  to  be  injected,  meaning  dis- 


comfort and  requiring  expensive 
treatment  in  hospitals.  "Taxotere," 
says  Desmarescaux,  "is  more  soluble 
as  a  result  of  work  done  by  group 
chemists  not  part  of  the  pharmaceu 
tical  operation.  So  it  takes  a  one-hour 
injection  in  a  doctor's  office  and  trials 
suggest  it  works  better."  Des- 
marescaux adds  that  Taxotere  is 
aimed  at  a  big  market:  Taxol  sold 
$580  million  in  1995. 

Drugs  arc  not  the  only  key  to 
Rhone-Poulenc's  future.  Also  moving 
up  in  importance  are  agrochemicals. 
These  currently  compose  12%  of" 

His  colleagues  have  every 
incentive  to  help  Fourtou 
meet  his  goals. 

Rhone-Poulenc's  total  sales  and 
nearly  20%  of  profits. 

Among  the  most  promising  agio 
chemical  products:  Fipronil,  an  insec- 
ticide for  use  in  rice  farming;  and  Bal- 
ance, a  highly  effective  herbicide 
aimed  at  U.S.  corn  growers.  Rhone- 
Poulenc  will  market  Balance  in  part- 
nership with  Monsanto  or  Ciba- 
Geigy.  Alain  Godard,  president  of 
rp\s  agro  sector,  predicts  that  these 
"deux  blockbusters"  and  other  new 
products  will  boost  Rhone-Poulenc's 
agrochemicals  sales  by  nearly  15% 
over  the  coming  five  years,  to  nearly 
$9  billion.  He  predicts  that  the  divi- 
sion's profitability  will  nearly  double, 
to  a  return  on  invested  capital  of  25%. 


In  an  important  sense  Fourtou 
does  not  see  Rhone -Poulenc  as  a 
pharmaceuticals  company  or  an  agro- 
chemicals company  or  a  textile  fibers 
company.  He  sees  it  as  a  company 
that  spends  a  lot  of  money  on  basic 
chemical  research  that  may  lead  to 
exciting  new  products  that  cannot 
easily  be  pigeonholed.  "The  impor- 
tant thing  here  is  creating  technical 
partnerships  with  key  customers," 
says  Desmarescaux.  "It's  different 
from  traditional  customer-supplier 
relationships." 

Some  such  partnerships  and  prod- 
uct breakthroughs  are  already  at  the 
commercialization  stage.  Take  the  so- 
called  green  tire  developed  with 
Michelin.  This  uses  a  new  form  of  sil- 
icate to  replace  carbon  in  tires,  while 
giving  the  same  life  but  better  gas 
mileage.  Michelin  has  a  three-  or 
four  year  lead  with  the  new  silicate, 
but  Rhone-Poulenc  can  sell  the  mate- 
rial to  other  tiremakers.  Now  the 
group  is  working  with  Colgate  to 
develop  this  same  silicate  technology 
to  produce  a  better  abrasive  for 
toothpaste. 

Like  most  chemical  firms,  Rhone- 
Poulenc  has  for  many  years  made  tita- 
nium dioxide  white  pigment  for  paint 
and  paper.  Now,  working  with  glass- 
maker  Saint-Gobain,  it  has  come  up 
with  a  nanoparticle  version.  These 
ultratiny  particles  are  transparent  and, 
applied  to  glass,  break  down  the 
bond  of  organic  material  when 
exposed  to  sunlight.  "So  when  a 
pigeon  leaves  his  signature,  a  bit 

$28,  you,  in  effect,  get 
$21  worth  of  Rhone- 
Poulenc  Rorer  plus  other 
assets  that  have  an  earning 
power  of  about  $1.10  per 
ADR.  At  current  market 
multiples,  these  assets  are 
probably  worth  at  least 
$10  per  adr.  The  extra 
value  you  get  when 
buying  the  adrs  should 
more  than  cover  against 
foreign  exchange  fluctua- 
tions, or  even  a  few  riots 
in  the  streets  of  Paris.  U.S. 
institutions  had  boosted 
their  holdings  from  27 
million  shares  to  41  mil- 
lion by  July.  -H.B.M 


Two  ways 
to  play 

There  are  two  conve- 
nient ways  Americans  can 
invest  in  the  turnaround 
Jean-Rene  Fourtou  is 
forging  at  France's  Rhone 
Poulenc.  One  is  to  buy 
New  York  Stock 
Exchange-listed  Rhone 
Poulenc  Rorer,  the  Col 
legeville,  Pa. -based  phar 
maceuticals  maker.  Rhone- 
Poulenc  bought  68%  of 
this  $5.7  billion  (likely 
1996  sales)  company  in 


1990.  The  other  32%  of 
the  stock,  some  45  million 
shares,  trade  actively  on 
the  Big  Board.  Recent 
price:  73%,  giving  the 
company  a  market  value  of 
$10  billion.  Rhone- 
Poulenc  Rorer  (symbol: 
RPR)  earned  $2.53  a  share 
last  year,  but  higher- 
margin  new  products  are 
expected  to  boost  earnings 
to  $3.60  a  share  this  year 
and  $4.10  a  share  next 
year. 

The  other  option  is  to 
buy  Rhone-Poulenc's 
ADRs,  also  on  the  NYSE. 
Currently  $28  a  share,  the 


adrs  are  priced  at  14 
times  this  year's  estimated 
earnings  of  $2  a  share  and 
pay  a  2%  dividend  (the 
15%  French  withholding 
tax  can  probably  be 
recouped  by  most  U.S. 
taxpayers  as  a  foreign  tax 
credit).  Stock  symbol:  RP. 

Which  is  the  better  buy? 
Here's  some  math.  Behind 
each  Rhone-Poulenc  ADR 
stands  0.43  of  a  share  of 
Rhone  Poulenc  Rorer. 
The  Rorer  operations 
account  for  about  45%  of 
the  French  parent's  earn- 
ings. So  if  you  buy  a 
Rhone-Poulenc  ADR  for 
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Teaching  hospitals  are  scooping  up 
patients  by  going  retail. 

University 
extension 


of  sun  and  the  next  rain,  the 
window'  s  automatically  clean,"  says 
Desmarescaux. 

These  nanoparticles  also  block 
ultraviolet  light,  so  they  are  also 
being  developed  to  create  a  new  form 
of  sunscreen.  Advantage:  Because  the 
material  is  inorganic,  there  is  no  risk 
of  a  skin  reaction. 

When  Rhone- Poulenc  was  repriva- 
tized  in  1993,  the  ADRs  began  trading 
at  around  $25  a  share.  Despite  the 
huge  moves  made  by  the  stocks  of 
competing  companies  like  Monsanto, 
Dow  Chemical  and  Britain's  ici, 
Rhone-Poulenc's  ADRs  today  trade  at 
around  $28 — less  than  14  times  this 
year's  likely  earnings.  Partly  this 
unimpressive  performance  mirrors 
the  performance  of  the  Paris  Bourse, 
but  it  also  suggests  that  investors 
have  been  disappointed  in  how  long 
it  has  taken  Fourtou  to  reinvigorate 
Rhone-Poulenc.  "Yes,  it's  taken  a 
long  time,"  Fourtou  says.  "But  when 
you  are  betting  on  research  and 
development,  on  innovation,  it  does 
take  time.  I  believe  we  are  just  start- 
ing to  see  the  payoff." 

What  will  the  ultimate  payoff  be? 
Fourtou  looks  out  his  window  on  the 
banks  of  the  Seine  near  Paris'  La 
Defense  area.  He  starts  talking  about 
how  much  more  cosmopolitan 
Rhone-Poulenc  will  become  in  the 
next  ten  years — how  the  company's 
French  managers  will  interact  with 
their  American,  British,  Chinese  and 
German  colleagues.  "We  face  bigger 
cultural  changes  ahead  than  those 
that  are  behind  us,"  he  concludes. 

Then  he  answers  the  question. 

By  2002,  Fourtou  predicts, 
Rhone- Poulenc's  market  capitaliza- 
tion will  be  five  times  greater  than 
today's  $9  billion.  Is  that  possible? 
Compound  annual  growth  of  22%  a 
year  for  six  or  seven  years?  Fourtou 
replies:  "When  I  look  at  the  potential 
from  the  new  products  like  Taxotere, 
it's  not  dreaming.  I  dare  not  really 
say  it,  but  I  really  think  it  could  be 
much  more." 

His  colleagues  have  every  incen- 
tive to  help  Fourtou  meet  that  goal. 
All  senior  managers  at  Rhone- 
Poulenc  and  at  Rhone-Poulenc 
Rorer  must  own  stock  in  their  com- 
panies with  a  value  equal  to  at  least 
one  year's  pay.  Very  un-French. 
un-Socialist.  WM 


By  Gloria  Lau 

In  the  last  decade  the  U.S.  hospi- 
tal business  has  been  sick,  and  getting 
sicker,  with  more  than  55%  of  facili- 
ties losing  money  on  patient  care. 
Among  the  hardest  hit  are  those  in 
California,  where  managed  care  has 
bitten  deep. 

Large  public  teaching  hospitals  are 
finding  a  way  out.  They  are  going 
after  the  retail  trade.  They  open 
attractive  clinics  in  upscale  neighbor- 
hoods, netting  new  patients  who,  in 
turn,  feed  into  the  specialist-heavy 
main  hospitals. 

UCLA  Medical  Network  in  Los 
Angeles  is  in  the  vanguard  of  this 
kind  of  marketing.  In  the  late  1980s 
it  saw  managed  care  coming  and 
began  conditioning  its  doctors  to 
watch  costs.  That  addressed  half  of 
the  operating  equation.  UCLA  has 
four  physician  practices  in  communi- 
ties that  are  up  to  1 5  miles  away  from 
the  main  hospital.  When  a  patient 
requires  surgery  or  hospitalization, 
the  parent  hospital  usually  gets  the 
business.  This  has  helped  boost 
UCLA's  hospital  occupancy  and  has 
lifted  the  number  of  outpatient  visits 
by  23%  in  the  last  two  years. 

"You'll  see  more  and  more  of  the 
big  hospitals  switching  to  the  UCLA 
model,  especially  as  managed  care 
hits  them  full  force,"  says  David 
Langness,  formerly  of  the  Healthcare 
Association  of  Southern  California. 

UCLA's  satellite  facility  in  the  Fair- 
fax district  of  Los  Angeles  specializes 
in  geriatrics  for  the  area's  middle- 
income  retirees.  The  average  patient 
is  over  80  with  at  least  five  active 
medical  problems.  Most  patients 
from  this  storefront  clinic  qualify  for 
Medicare,  which  reimburses  gener- 
ously in  California.  That's  a  green 
light  for  specialist  referral.  Overall, 
the  UCLA  satellite  clinics  have  fewer 


patients  bound  by  strict  hmo  rules. 
"Everybody  wins,"  claims  Sergio 
Melgar,  chief  financial  officer  of  the 
UCLA  network.  "Patients  win  because 
they  get  good  care  and  UCLA  wins 
because  it  gets  paid." 

For  the  year  ended  June  1996,  the 
UCLA  health  system  had  revenues  of 
$1.04  billion,  up  9%.  A  good  part  of 
this  gain  came  through  the  clinics. 
The  growth  rate  is  impressive,  con- 
sidering that  HMOs  have  forced  UCLA 
to  discount  posted  medical  charges 
by  an  average  of  50%  in  1996,  com- 
pared with  40%  three  years  ago. 
Despite  its  success  in  bringing  in  full- 
pay  patients,  UCLA  still  draws  over 

"You'll  see  more  and  more 
of  the  big  hospitals  switching 
to  the  UCLA  model, 
especially  as  managed 
care  hits  them  full  force." 

50%  of  its  clientele  from  managed 
care  organizations. 

While  half  the  beds  are  empty  at 
most  U.S.  hospitals,  UCLA  has  an  80% 
occupancy  rate.  Weekdays  nearly  all 
of  its  500  hospital  beds  are  taken. 
Other  hospitals  across  the  country 
have  shed  doctors,  while  UCLA's 
internal  medicine  department  is 
hiring  in  nearly  all  divisions.  Its  head, 
Dr.  Alan  Fogelman,  boasts  that  his  is 
"probably  the  only  cardiology  pro- 
gram in  Southern  California  that's 
recruiting  cardiologists."  (Nation- 
wide, the  Journal  of  Investigative 
Medicine  reports,  the  number  of 
available  cardiology  positions  has 
dropped  from  625  to  507  since 
1992.) 

Overall  UCLA's  Department  of 
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I  Everyday 
Siebe  appliance 

controls  are 
turned  down  by 
the  world's 
master  chefs. 


At  work  in  almost  every  corner  of  the  world 
there's  an  engineering  company  called  Siebe.  Our 
appliance  controls  turn  up  in  more  cookers,  freezers 
and  refrigerators  than  any  other  manufacturers.' 


[  T 


But  beyond  the  world's  kitchens,  our  innovations 
stretch  from  automated  factories  to  air  compressors 
and  from  semiconductors  to  safety  equipment.  And 
we're  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic,  Saxon  House,  2-4  Victoria  Street. Windsor.  Berkshire  SL4  I  EN,  England.  Tel.  +44  1753  855-411  Siebe  Inc.  33  Commercial  Street,  Foxboro,  MA  02035  USA.  Tel.  1-800-52 1-0451. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777 


UCLA  Medical  Network's  satellite  facility  in  upscale  Manhattan  Beach,  Calif. 

The  walk-in  clinic  snags  new  patients  for  the  specialist-heavy  main  hospital. 


Medicine  has  been  able  to  maintain 
200  specialists  at  a  time  when  height- 
ened screening  elsewhere  in  managed 
care  has  cut  the  demand  for  these 
top-paid  practitioners.  To  staff  its 
clinics,  it  now  has  34  primary  care 
doctors,  up  from  only  2  in  1992. 

No  surprise  that  other  public 
research-based  hospitals  have  fol- 
lowed UCLA's  lead.  The  Association 
of  American  Medical  Colleges,  which 
represents  400  of  the  country's 
largest  teaching  hospitals,  found  that 
60%  have  bought  community-based 
primary  care  practices  to  pull  in  more 
patients.  Johns  Hopkins  Medicine 
(1995  health  services  revenues  $1.2 
billion)  has  opened  a  facility  in  a  Bal- 
timore suburb.  It  generated  41,000 
patient  visits,  producing  $5  million  in 
revenues.  In  the  last  fiscal  year  about 
2,700  of  the  main  hospital's  admis- 
sions were  first  seen  at  the  clinic,  and 
these  patients  accounted  for  over  $35 
million  in  revenues. 


The  University  of  Pennsylvania 
(fiscal  1996  net  patient  revenues  $1.3 
billion)  plans  to  open  its  first  satellite 
in  November.  "We  can't  teach  neu- 
rosurgery in  an  empty  operating 
room,  and  we  can't  teach  primary 
care  in  an  empty  exam  room,"  says 

"I  gave  a  lot  to  UCLA,  and 
it's  not  fail*  for  them  to  . . . 
compete  with  me  in  my 
backyard,"  says  a  prominent 
Los  Angeles  internist. 

Dr.  William  Kelley,  head  of  Penn's 
Medical  Center  and  Health  System. 

Sweet  as  this  sounds,  there's  one 
apparent  loser:  Some  private  doctors 
complain  that  such  hospitals,  exempt 
from  income  taxes  and  able  to  finance 
capital  projects  through  tax-free 
bonds,  are  unfair  competition.  One 


prominent  local  internist,  in  private 
practice  for  almost  20  years  and  him- 
self once  a  volunteer  professor  at 
ucla's  medical  school,  says,  "I  gave  a 
lot  to  UCLA,  and  it's  not  fair  for  them 
to  ask  for  our  help,  have  us  train  their 
residents  and  then,  with  the  help  of 
their  tax  breaks,  compete  with  me  in 
my  backyard!" 

UCLA's  Fogelman  justifies  his 
advantage  as  needed  to  extend  "cut- 
ting-edge" care  to  suburbanites  who 
might  not  want  to  trek  20  or  so  miles 
to  the  main  hospital.  "A  single  doctor 
in  his  own  office  can't  begin  to  com- 
pete with  that,"  he  says. 

In  short,  if  some  doctors  are  hurt, 
that's  progress.  Fogelman:  "I  don't 
care  if  he  [a  private  doctor]  has  40 
years  of  experience.  He  can't  com- 
pete with  a  world-class  program 
because  medicine  is  changing  so  fast 
that  if  education  isn't  at  the  core  of 
the  system,  patients  will  get  outdated 
medicine."  wm 
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For  the  right  business  moves, 
we  turn  to  the  NFL's 
leading  carrier." 


Sprint  is  now  the  official 
telecommunications  provider 
to  the  National  Football  League. 

The  name  of  the  game  at  the  NFL  is  performance. 
That's  why  they  tapped  Sprint  to  be  their  official 
telecommunications  provider.  Sprint  brings  a  bold 
new  playbook  to  a  business  that's  as  fast-charging 
off  the  field  as  it  is  on. 

Now  the  NFL  can  use  Sprint  technology  to  access 
the  Internet  and  use  inbound  toll-free  to  expand  their 
business  game  plan.  Plus,  they  can  call  on  Sprint  reliability 
and  teamwork  to  score  year-round.  Find  out  how  Sprint 
can  be  a  valuable  player  for  your  business. 

Call  Sprint  Business 

1800816REAL 

www.sprint.com 


OFFICIAL 

TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


We  help  business  do  more  business5 


To  us  it  looks  like  a  shakedown,  but  plaintiff  lawyer  Harold  Nix  says  his 


AIDS"  lawsuit  is  a  means  of  helping  poor  people. 

he  1,000-year 
lawsuit 


By  Susan  Adams 


As  IF  THERE  weren't  already  enough  diseases  in  the  world, 
junk  science  promoters  have  invented  a  new  one:  chemical 
aids.  Never  mind  that  it  doesn't  exist.  In  1987  Texas  attor- 
ney Harold  Nix  began  filing  suit  on  behalf  of  3,328  people 
who  had  worked  at  the  Lone  Star  Steel  Co.  plant,  the 
biggest  employer  in  tiny  Morris  County,  Tex.  The  suit 
claimed  the  plant  had  infected  them  with  "chemical  AIDS." 


"Chemical  AIDS"  plaintiff  attorney 
Harold  Nix  of  Daingerfield,  Tex. 
"There  was  never  any  question 
in  my  mind  that  I  wanted 
to  represent  the  little  guy." 
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P    ri  ri 


RADING 


r/ca  are  dii 


rofessional  h 


;  co  Deri  Jig  OLDE's  unique 


trading. 


Full  Service 


Brokerage 


Professional  investment  advice 
Discount  commissions 
Stocks,  bonds,  mutual  funds 
Tax-free  and  government  securities 
Money  market  funds 
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Daingerfield,  Tex., 
population  2,600, 
and  Harold  Nix's 
law  firm  offices 
A  sleepy  town 
with  boarded-up 
storefronts, 
99-cent  movies 
and  a  railroad 
track  in  the  cen- 
ter of  town.  Nix 
spent  $1  million 
to  renovate  his 
building,  whose 
election  banner 
leaves  no  doubt 
as  to  which 
political  party  the 
law  firm  supports. 


One  of  the  plaintiffs  was  a  worker 
who  had  died  in  a  bar  fight  Another 
is  a  95-year-old  man  who  hasn't 
worked  at  the  plant  for  29  years. 

Nix  claimed  the  newfound  medical 
"condition"  was  caused  by  a  "toxic 
mushroom  cloud"  that  "hovered 
ominously"  for  40  years  over  the 


Lone  Star,  Tex.  maker  of  oilfield  pipe. 
The  alleged  emissions  "pillaged,  rav- 
aged, and  reduced  to  impotency"  the 
immune  systems  of  "unsuspecting 
workers." 

The  illness  has  never  been  recog- 
nized by  the  medical  community,  and 
no  one  has  been  diagnosed  as  having 


it.  No  matter.  The  suit  has  lingered  in 
Texas  courts  for  nine  years,  and 
Harold  Nix's  law  firm  has  pocketed 
$27  million  from  it. 

Having  dreamed  up  this  cloud  and 
the  mysterious  symptoms  it  caused, 
Nix  sued  everyone  in  sight,  including 
Exxon,  which  supplied  chemicals  to 
the  plant  that  supposedly  made  work- 
ers ill.  In  all  there  were  538  defen- 
dants, even  Gent-l-kleen  Products, 
which  supplied  hand  soap  used  in 
Lone  Star  restrooms. 

Under  state  workers'  compensa- 
tion law  Nix  couldn't  sue  the  compa- 
ny directly  in  a  personal  injury  case. 
If  he  tried  to  sue  Lone  Star's  insur- 
ance company,  his  recovery  would  be 
limited.  In  Texas,  as  in  most  states, 
workers'  comp  awards  are  fixed  by 
law  and  plaintiffs  can't  sue  for  lucra- 
tive punitive  damages. 

He  filed  in  state  court,  not  only 
avoiding  federal  rules  that  are  more 
favorable  to  defendants,  but  also 
guaranteeing  that  his  case  would  be 
heard  in  a  sympathetic  forum.  The 
locally  elected  state  district  court 
judge  who  handled  the  case,  B.D. 
Moye,  had  no  experience  with  mass 
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Fat  simile 


William  Porter,  66, 
one  of  the  more  than 
3,000  plaintiffs  in  Harold 
Nix's  suit,  which  defense 
attorneys  calculate  will  take 
1,000  years  to  resolve  if  all 
the  claims  go  to  trial 
Suffering  from 
asbestosis  and  muscle 
deterioration,  Porter 
says  he  has  collected 
some  $25,000  so  far 
in  settlement  money, 
"not  enough  to  pay 
my  medical  bills." 
Nix  hasn't  yet  proved 
that  Porter's  afflictions 
resulted  from  exposure 
to  the  defendants' 
products  or  actions. 


toxic  tort  litigation.  Until  Moye 
retired  last  year,  he  ruled  consistent- 
ly in  Nix's  favor  on  all  manner  of 
motions. 

Nix  has  stonewalled  the  release  of 
basic  facts — assuming  such  facts  even 
exist.  Dallas  attorney  Jim  Cowles, 
whose  firm  represents  1 1  defendants, 
says  the  123  defendants  left  in  the 
suit  still  don't  know  which  of  their 
products  are  supposed  to  have  caused 
what  sort  of  injury  to  the  plaintiffs. 

Nix's  goal  seems  clear:  to  drag  the 
case  on  until  the  defendants  weary  of 
the  endless  and  costly  proceedings 
and  offer  fat  settlements.  He  has  care- 
fully avoided  seeking  class  action 
status,  which  would  place  a  higher 
burden  of  proof  on  plaintiffs.  By 
lumping  the  3,000-plus  claims  into 
one  massive  lawsuit,  Nix  can  make 
the  discovery  process  last  for  decades. 

When  attorneys  for  the  defendants 
press  for  information  about  workers' 


alleged  injuries,  they  invariably  get 
the  same  nonresponse:  "The  answer 
to  this  interrogatory  has  not  been 
determined  at  this  time,  but  will  be 
supplemented  at  a  later  date." 

Most  of  Nix's  clients  went  through 
a  medical  screening  at  the  University 
of  Texas  Health  Center  at  Tyler  in 
order  to  demonstrate  they  had  suf- 
fered injury.  But  the  tests  were  curso- 
ry, and  included  no  more  than  chest 
X  rays,  breathing  tests  and  an  inter- 
view by  a  nurse.  Only  a  handful  were 
actually  examined  by  a  doctor. 

Yes,  there  are  some  sick  people 
among  the  Lone  Star  plaintiffs. 
About  40%  were  found  to  have  med- 
ical problems,  according  to  Cowles. 
A  number  are  suffering  from  diseases 
that  could  be  related  to  asbestos  and 
silica  exposure,  which  doctors  agree 
can  cause  afflictions  like  lung  cancer, 
asbestosis,  pleurisy,  mesothelioma  and 
silicosis. 


But  "chemical  AIDS"?  It  exists  only 
in  Nix's  complaint.  In  short,  Nix  has 
presented  no  evidence — none  at  all — 
that  the  injuries  and  diseases  the 
workers  suffer  from  are  a  result  of 
their  work  at  the  plant.  Cowles  also 
says  that  at  least  60%  of  the  workers 
in  the  suit  are  perfectly  healthy. 

But  the  stalling  on  the  sickness 
issue  has  worked  for  Nix.  Some  200 
defendants  and  their  insurance  com- 
panies realized  it  would  be  cheaper  to 
settle  than  to  pay  legal  fees  of  as 
much  as  $325  an  hour.  In  the 
summer  of  1988  Nix  got  a  $6.5  mil- 
lion settlement  from  Employers 
Casualty  Co.  in  Dallas,  an  insurer  for 
construction  companies  Brown  & 
Root  of  Houston  and  H.B.  Zachry  of 
San  Antonio.  "Those  of  us  in  the 
industry  knew  it  was  legal  extortion," 
says  former  Employers  Casualty 
claims  manager  Joseph  Wilkerson.  To 
date,  defendants  have  settled  for  a 
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total  of  $70  million  over  unproved 
charges  for  a  nonexistent  illness. 

Without  having  a  single  case  go  to 
court,  the  Nix  firm  has  already  col- 
lected $27  million  in  legal  fees  from 
the  Lone  Star  cases. 

Nix  doesn't  see  himself  as  a  para- 
site, getting  fat  off  legitimate  busi- 
ness. A  trim  and  charming  man  of 
57,  he  says  his  motivation  isn't 
money  but  "helping  people."  He 
seems  to  see  his  role  as  that  of  a  kind 
of  Robin  Hood,  transferring  money 
from  businesses  to  ordinary  people. 

Nix  does  know  about  ordinary 
people.  He  grew  up  as  one  of  six  chil- 
dren of  a  poor  tenant  farmer,  married 
at  19  and  went  to  the  Baylor  School 
of  Law  while  his  wife  worked.  He 
turned  down  offers  from  defense  law 
firms  in  Dallas  and  Tyler.  He  wanted 
to  go  back  home  to  the  rolling  hills 
and  forests  of  Morris  County,  in  the 
northeast  corner  of  the  state,  some 
140  miles  from  Dallas. 

He  did  a  short  stint  in  the  labor 
relations  department  at  Lone  Star 
Steel,  but  soon  started  his  own  plain- 
tiff practice.  "There  was  never  any 
question  in  my  mind  that  I  wanted  to 


"Chemical  AIDS"  has  never  been  medically  recognized,  and 
no  one  has  been  diagnosed  with  it.  No  matter.  The  suit  has 
dragged  on  for  years.  Nix's  firm  has  pocketed  $27  million. 


represent  the  little  guy  out  there,"  he 
emphasizes,  taking  a  sip  from  his 
ever-present  bottle  of  Crystal  Geyser 
mineral  water. 

Morris  County  proved  to  be  far 
from  barren  ground.  There  are  now 
12  lawyers  in  the  Daingerfield-based 
Nix  Law  Firm.  They  work  in  a  lavish- 
ly restored  turn-of-the-century  build- 
ing in  the  sleepy  town.  Two  turbo- 
prop Beech  King  Air  200  airplanes 
connect  them  to  the  outside  world.  A 
nature  enthusiast,  Nix  has  amassed 
8,000  acres  of  East  Texas  woodland. 
"I've  been  lucky,  blessed  in  my  life," 
drawls  Nix. 

Like  most  negligence  lawyers,  Nix 
shares  his  good  fortune  with  politi- 
cians who  help  make  his  good  for- 
tune possible.  He  pours  money  into 
Democratic  Party  coffers.  From 
January  1995  through  March  1996 
Nix  and  his  firm  contributed 
$392,000  to  Democrats  running  for 


federal  office.  This  is  more  per 
lawyer  than  any  other  plaintiff  firm 
in  the  country. 

Nix  also  gives  generously  to  local 
causes.  "He  does  a  lot  for  our  com- 
munity," insists  Warren  Nilsson, 
president  of  Irvin  Enterprises  in 
Daingerfield,  which  owns  several 
warehouses,  two  tire  stores,  two  oil 
distributorships  and  the  downtown 
hardware  store.  Nilsson  and  his  busi- 
ness were  a  Nix  target  in  the  Lone 
Star  suit,  charged  with  contributing 
to  the  toxic  cloud.  His  alleged  liabil- 
ity stemmed  from  the  fact  that  he 
once  warehoused  materials  used  at 
the  plant.  Nilsson's  insurance  com- 
pany settled  a  few  years  ago  for 
$250,000.  "I  really  don't  know  why 
I  was  sued,"  he  says. 

How  much  longer  can  Nix  perpet- 
uate this  charade?  In  May  1995  the 
Supreme  Court  of  Texas  handed 
down  a  blistering  opinion  calling 


Strike  While 
The  Platinum 
is  Hot 


Who  said  opportunity  knocks  only  once? 

Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
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industrial  commodities  in  the  world. 
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situation  may  not  last  long. 
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The  Maple  Leaf 
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Blanchard 


AMlftlCAf  RAH  COIN  tr  PRtCIOUS  MfTAU  HUM 


I  i'j       •:  •  \'KD  to  the 
«  Sted  plant? 
During  die  late  1970s  and 
early  1980s  the  oilfield 
pipemaker  employed 
6,000  people.  But  the  oil 
bust  created  an  atmo- 
sphere ripe  for  litigation. 
Now  the  plant  has  just 
1,900  workers.  It  is 
owned  by  Dallas-based 
Lone  Star  Technologies 
and  is  marginally  prof- 
itable. Texas  lawyer 
Harold  Nix  has  put 
money  in  a  lot  of  poor 
pockets  in  Morris  County. 
But  not  nearly  as  much  as 
a  flourishing  steel  plant 
would  have.        -S.A.  HH 


The  Lone  Star  Steel  plant 
But  Where's  the  "toxic 
mushroom  cloud"  that  has 
"hovered  ominously"  for 
years  over  the  facility? 


Judge  B.D.  Move's  management  of 
the  case  "a  clear  abuse  of  discretion" 
and  blasting  the  plaintiffs  for 
stonewalling. 

"The  defendants  have  been  parties 
to  this  suit  for  eight  years  without 
access  to  the  basic  facts  underpinning 
the  claims  against  them,"  fumed  the 
court,  "a  monumental  waste  of  judi- 
cial resources."  The  Supreme  Court 
ordered  the  plaintiffs  to  answer  the 
defendants'  questions  about  the 
nature  and  the  cause  of  their  alleged 
illnesses. 

But  more  than  a  year  has  passed. 
Not  many  of  the  plaintiffs  have  com- 
plied. So  the  Lone  Star  litigation 
drags  on.  Nix's  partner,  Nelson 


Roach,  37,  who  is  in  charge  of  the 
case  day-to-day,  angrily  denies  that 
the  firm  or  its  plaintiffs  have  abused 
the  legal  process — or  that  the  suit's 
only  clear  allegation,  chemical  aids,  is 
a  fabrication.  "That's  a  red  herring, 
and  it's  been  a  red  herring  since  day 
one,"  Roach  exclaims. 

Still,  time  may  be  running  out  for 
Nix.  Dallas  lawyer  Hubert  Crouch 
III,  chairman  of  the  defense  steering 
committee,  knows  of  no  remaining 
defendants  planning  to  settle  now 
that  the  Supreme  Court  ruled  in  their 
favor  and  Judge  Moye  is  off  the  case. 

In  the  spring  of  1996  James  Zim- 
mermann,  a  retired  Dallas  trial  and 
appellate  judge,  was  appointed  to  be 


Nix's  goal  seems  abundantly  clear:  to  drag  the  case  on  until 
the  defendants  weary  of  the  endless  and  costly  proceedings 

and  offer  fat  settlements. 


the  judge  on  the  case.  Zimmermann 
is  currently  considering  a  motion  by 
defendants  to  drop  1,800  plaintiffs 
out  of  the  suit  because  they  failed  to 
answer  basic  discovery  questions. 

But  even  if  the  Nix  firm  never  col- 
lects another  dime  on  the  case,  it 
continues  to  reap  benefits.  Word 
spreads:  If  you  want  to  collect  money 
from  a  business,  see  Harold.  Breast 
implant  and  asbestos  cases  come  in. 
The  firm  is  working  on  a  suit  on 
behalf  of  thousands  of  banana  work- 
ers in  Central  America,  claiming  they 
were  hurt  by  pesticides  manufactured 
by  Texas-based  companies. 

Even  business  clients  knock  at  the 
door.  The  Nix  firm  is  handling 
antitrust  work  for  distributors  of 
Royal  Crown  Cola.  And  it  has  been 
asked  by  Texas  Attorney  General  Dan 
Morales  to  act  as  one  of  five  plaintiff 
law  firms  representing  the  state  in  its 
$4  billion  suit  against  tobacco  com- 
panies. Nix  is  raking  it  in.  HH 


172 


Forbes  ■  October  21,  1996 


BERLIN -SETTING  THE  TONE. 


"Berlin  -  Germany's  capital  is  a  cultural  metropolis  full 

of'controversy  and  vitality. Top  artists  from  all  over  the 

world  present  themselves;  the  off-scene      I  *  I 

permanently  offers  new  impulses.  "§m  a 

It's  unique!"  Wl 

Prof.  Gbtz  Friedrichjheatrical  Manager  I 
Deutsche  Oper  Berlin  '    ■  >  ' 

It's  Abbado,  Barenboim,  Ashkenazy.  It's  9  orchestras, 
3  opera  houses,  1 18  theatres,  134  cinemas,  14  cabarets 
and  more  than  165  museums,  including  the  brand  new 
..Hamburger  Bahnhof",  museum  of  contemporary  art 
wjth  more  works  by  Warhol  and  Beuys  than  anywhere 
else.  Born  of  and  now  constantly  fuelled  by  a  unique 
mixture  of  eastern  and  western  European  heritages, 
it's  cultural  life  in  Berlin  -  rich,  varied  and  full  of  surprises. 
In  Berlin  you  can  enjoy  culture  at  any  time,  but  if  you 
want  to  fully  experience  the  excite-ment  of  Germany's 
capital  city,  come  and  join  us  here. 
Berlin,  it's  a  great  place  to  live  and  work. 

We  will  be  pleased  to  offer  you  further  information  on  what's 
happening  in  Rerlin.  Simply  contact  Berlin  Tourism  Marketing  GmbH, 
'  +49 (30)25  00-25,  Fax:  +49 (30)25  00-24 24 


One    Japan's  big  consumer  electronics  companies 

is  fighting  for  its  life. 

A  pioneer  that 
lost  its  way 


By  Neil  Weinberg 

Japan's  consumer  electronics  com- 
panies are  having  difficult  times.  One 
of  them,  Pioneer  Electronic  Corp., 
may  not  make  it. 

The  company  is  nearing  its  day  of 
reckoning.  Pioneer  made  its  mark  with 
premium  products  like  high-end  home 
audio  equipment.  But  that  part  of  the 
market  has  dwindled.  "When  it  comes 
to  using  semiconductors,  everyone's 
products  are  about  the  same,"  admits 
Kaneo  Ito,  Pioneer's  new  president. 
"Most  people  can't  tell  the  difference 
between  a  ¥30,000  ($280)  CD  [stereo] 
system  and  a  ¥100,000  ($930)  one,  so 
our  market  has  shrunk." 

Sony  and  Matsushita  have  used  the 
shift  to  digital  technologies  to  cut  costs, 
out-mass-produce  rivals  and  build  up 
components  sales.  Increasingly  they 
have  moved  production  from  high 
wage  Japan  to  cheaper  places  in  South- 
east Asia.  Sharp  has  focused  on  screens 
and  now  sells  nearly  40%  of  the  world's 
liquid  crystal  displays.  Aiwa  (Forbes, 
Jan.  1)  cranks  out  minicomponent 
stereos  in  Southeast  Asia  and 
undercuts  rivals  on  price. 

Pioneer?  It  has  tried 
to  out-engineer  com- 
petitors and  has  kept 
nearly  two-thirds  of  pro- 
duction in  overpriced 
Japan.  But  consumers 
have  been  increasingly  HM 
unwilling  to  pay  $1,000 
or  more  for  a  high-end  Pioneer  home 
stereo  when  they  can  get  an  Aiwa  ver- 
sion for  a  third  as  much.  Pioneer's  sales 
and  profits  have  declined  steadily  for 
four  straight  years.  In  the  fiscal  term 
through  March,  it  lost  $94  million  on 
$4.8  billion  in  sales.  Last  year  Pioneer 
derived  21%  of  sales  from  video  prod- 
ucts, mostly  the  part-digital  Laser  Disc, 
which  it  supports  almost  single-hand- 
edly, hi  the  quarter  through  June  video 


Pioneer's  DVD/Laser  Disc  combo 
Mixing  technologies. 


sales  dropped  36%.  Just  wait  until  the 
technically  superior  digital  video  disc 
(DVD)  hits  the  market. 

"Pioneer  needs  to  identify  a  niche 
and  fight  like  hell,  as  Aiwa  and  Alpine 
have,  or  find  a  way  to  grow  and  com- 
pete with  Sony  and  Matsushita  in  non- 
consumer  products,"  says  Merrill  Lynch 
analyst  Joseph  Osha.  Sadly,  the  source 
of  Pioneer's  troubles — its  fixation  on 
technological  leadership — spawned  its 
original  success.  Founded  in  1938  by 
Nozomu  Matsumoto,  the  son  of  a 
Christian  missionary,  the  firm  devel- 
oped Japan's  first  high-fidelity  loud- 
speaker, the  world's  first  audio  system 
with  separate  speakers  and  one  of  the 
earliest  car  stereos.  In  the  1970s  Pioneer 
worked  with  the  old  Warner  Commu- 
nications to  develop  a  video-on- 
demand  system  that  was  years  ahead  of 
its  time.  Its  Laser  Disc  was  the  first 
multimedia  consumer  format  using  dig- 
ital technology. 

"We  lost  the  top  share  in  audio 
equipment  to  lower-cost  companies," 
explains  Takashi  Kato, 
a  Pioneer  executive. 
"Our  priority  is  to 
reestablish  sufficient 
technology  to  recap- 
ture the  power  we  had 
in  audio."  Today  Pio- 
neer engineers  beaver 
away  at  exotic  technolo- 
gies like  blue  laser  opti- 
cal discs  and  electroluminescent  dis- 
plays at  a  plush  new  R&D  center 
outside  Tokyo. 

But  R&D  is  sterile  if  it  doesn't  lead 
to  successful  new  products.  Pioneer 
has  had  little  luck  here  lately.  Take  PCs. 
Realizing  it  was  late  to  the  game,  Pio- 
neer decided  a  couple  of  years  ago  to 
introduce  the  world's  first  Apple  Mac- 
intosh clones.  It  packed  them  with 
magneto-optical  disc  drives,  high- 
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quality  speakers  and  add-on  Laser  Disc 
players.  By  the  time  the  PCs  hit  Japan- 
ese stores  last  summer,  consumers  had 
shifted  to  cheap  Windows-based 
machines.  Pioneer's  PCs  bombed. 
Explains  President  Ito:  "We  knew  the 
old  audiophiles  had  shifted  to  PCs,  but 
by  the  time  we  entered  the  market, 
prices  were  falling  daily.  The  more  PCs 
we  sold  the  more  red  ink  we 
suffered." 

The  story  is  similar  with 
digital  video  disc.  Five  years 
ago  Pioneer  began  develop- 
ing a  blue-laser  version. 
With  a  shorter  wavelength 
than  the  current  red-laser 
digital  video  disc,  it 
promised  superior  capaci- 
ty and  quality,  at  least  in 
theory.  But  blue  lasers  are 
tricky  to  make  and  still 
years  from  commercialization.  Instead 
of  waiting,  Toshiba,  Sony,  Philips, 
Matsushita  and  others  opted  for  red 
lasers.  Why  not?  With  capacity  for 
four  hours  of  high-quality  digital 
video,  they're  more  than  sufficient  for 
most  consumer  needs.  Once  again, 
Pioneer  aimed  too  high. 

In  June  the  board  replaced  long- 
time president  Seiya  Matsumoto,  son 
of  the  company's  founder,  with  Ito. 
With  over  a  decade  of  experience  in 
Europe,  Ito,  60,  brings  a  more  world- 
ly outlook  to  this  very  Japanese  com- 
pany. He  is  aiming  to  reduce  Pioneer's 
payroll  by  as  many  as  650,  or  9%,  this 
year  via  "voluntary"  retirement  of 
employees  as  young  as  27.  Ito  will 
shift  more  production  to  Southeast 
Asia.  "First  we  have  to  bring  the 
parent  company  back  to  profitability, 
so  we're  moving  about  $900  million 
of  manufacturing  abroad,"  says  Ito. 
"Then  we've  got  to  develop  new 
high-value-added  products." 

There  are  still  strengths  for  Ito  to 
build  upon.  Pioneer  has  smardy  lever- 
aged its  position  in  car  audio  into  a 
top  share  of  Japan's  booming  car  nav- 
igation market  and  is  its  leading 
maker  of  set-top  boxes  for  cable  and 
satellite  TV.  But  unless  Ito  can  get  the 
lead  out,  Pioneer's  days  could  be 
numbered  in  mainstream  consumer 
electronics  as  they  go  digital. 

Pioneer's  new  president,  Kaneo  Ito 

His  engineers  must  think  marketing. 


Car  navigation  system 
Notable  but  rare  success. 


Pioneer  executives  claim  that's  the 
day  they've  been  waiting  for.  "In  the 
multimedia  era,  the  key  technologies 
will  be  satellite  transmission,  cable  TV, 
digital  video  disc  and  displays  using 
plasma  and  electroluminescence,"  says 
Masao  Sugimoto,  general  manager  of 
Pioneer's  R&D  group.  "We  plan  to  sys- 
tematically develop  and  commercialize 
all  of  them." 

That  may  be  a  sound 
game  plan  on  paper,  but 
consider  the  competition, 
n  digital  video  disc,  Pio- 
neer will  be  knocking 
heads    with  Toshiba, 
Matsushita,  Sony,  Philips 
and  Korean  giants  in  a 
brutal  fight  for  market 
share.  Pioneer,  which 
will  have  to  buy  key 
components  like  laser 
diodes  from  rivals  or  other  vendors,  is 
unlikely  to  turn  a  profit  on  digital 
video  disc  for  several  years,  if  ever. 

The  story  is  similar  with  the 
plasma-display-panel  TVs  that  will 
begin  hitting  the  market  later  this 
year.  There,  Pioneer  faces  computer 
giants  Fujitsu  (fiscal  1995  revenues 
$24  billion)  and  $32  billion  (rev- 
enues) NEC,  as  well  as  leading  con- 
sumer electronics  makers. 

What's  Ito  thinking?  "Since  we 
were  the  only  ones  who  have  sup- 
ported an  optical  disc  [Laser  Disc]  we 
know  how  to  combine  hardware  and 
software  and  won't  have  to  rely  on 
low  prices,"  he  says. 

This  new  strategy  sounds  haunting- 
ly  like  Pioneer's  old,  failed  one — ask 
consumers  to  pay  a  premium  for  a 
name,  fancy  features,  like  a  Laser  Disc- 
digital video  disc  player  in  one,  and  a 
quality  difference  most  can't  distin- 
guish. Besides,  hardware  makers  Sony 
(Sony  Pictures  Entertainment,  Sony 
Music),  Matsushita  (MCA,  Geffen 
Records)  and  Toshiba  (Time  Warner, 
Toshiba  EMl)  have  all  had  hands  in 
movies  and  music  for  years.  Pioneer's 
own  foray  into  Hollywood  ended  last 
year  after  nearly  $130  million  in  write- 
offs for  Carolco  Pictures  and  Live 
Entertainment.  Ito's  crew  is  right  in 
figuring  the  home  electronics  business 
is  about  to  undergo  a  digital  revolu- 
tion. But  unless  they  come  up  with  a 
better  plan  for  manning  the  ramparts, 
Pioneer  will  barely  merit  a  mention 
when  its  history  is  written.  H 
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Ever  wonder  how  Ron  Perelman  got  so  rich  so  fast? 
Take  a  close  look  at  his  National  Health  Labs  deal. 

Great  timing 


By  John  R.  Hayes 


Even  when  he  loses,  Ronald  Perel- 
man wins.  He  owns  14.5  million 
shares  of  Laboratory  Corp.  of 
America  Holdings,  12%  of  the  com- 
pany. Last  year  the  stock  was  at  14. 
Now  it  is  at  3%. 

So  it  would  seem  that  Perelman  is 
out  $154  million.  But  he  isn't.  He's 
ahead  by  about  $1.7  billion.  What 
looks  at  first  glance  like  a  losing 


proposition  is  in  fact  one  of  the 
biggest  coups  yet  by  Perelman.  To 
understand  the  deal  is  to  gain  an 
insight  into  the  tactics  and  the  timing 
that  have  made  him  one  of  the  rich- 
est men  in  the  world. 

When  he  took  over  Revlon  in 
1985,  National  Health  Laboratories, 
which  does  clinical  laboratory  test- 
ing, was  part  of  Revlon.  Over  the 


next  decade  Perelman  took 
about  $300  million  in  div- 
idends from  National  and 
sold  76%  of  National's 
stock  to  the  public  for  over 
$1.2  billion.  That  was  $1.5 
billion  in  pure  gravy.  Perel- 
man still  owned  Revlon, 
plus  24%  of  National 
Health. 

Last  year  Perelman 
merged  National  Health 
with  Roche  Biomedical,  a 
division  of  Swiss  giant 
Roche  Holding.  The 
merger  combined  the 
nation's  third-  and  fourth- 
largest  clinical  labs  into 
Laboratory  Corp.  of  Amer- 
ica, with  revenues  of  about 
$1.6  billion. 

Roche  Holding  effec- 
tively controlled  the  new 
entity,  owning  just  short  of 
50%  of  the  stock.  National 
shareholders  received  the 
other  half,  plus  $5.60  a 
share  in  cash.  That  put 
another  $113  million  into 
Perelman's  pocket,  bring- 
ing his  cash  take  from 
National  Health  to  over 
$1.6  billion.  He  still 
owned  12%  of  the  stock. 

Hand  it  to  Perelman. 
His  timing  was  excellent. 
In  the  years  he  owned 
National,  sales  grew  from 
$170  million  to  $873  mil- 
lion— the  result  of  doctors 
ordering  ever  more  tests  to 
protect  themselves  from  malpractice 
suits,  and  an  insurance  payment 
system  that  allowed  labs  to  engage  in 
very  aggressive  billing  practices. 

But  Perelman  had  excellent  man- 
agers, too.  Sales  chief  Timothy  Brod- 
nik  pushed  his  sales  staff  to  deliver 
new  accounts  every  month.  Purchas- 
ing and  cost  accounting  were  cen- 
tralized at  National's  La  Jolla  head- 
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.  Foreign 
businessman  enjoys 
beautiful  night  view 
of  Tokyo. 


Billionaire  investor  Ronald  Perelman 
Combining  a  well-run  company  with 
a  weak  competitor  may  have  cost  him 
$154  million— but  look  what  came 
before:  a  $1.7  billion  profit. 


quarters.  Lost  accounts  were 
reviewed  by  Executive  Vice  President 
Robert  Whalen,  who  frequently 
grilled  lab  managers  about  them. 

That  kind  of  hands-on  manage- 
ment made  National  the  industry's 
profit  leader,  with  operating  margins 
frequently  exceeding  25%. 

Roche  needed  that  kind  of  man- 
agement. It  was  the  least  profitable 
of  the  four  large  lab  companies  (the 
others  were  divisions  of  Corning  and 
SmithKline  Beecham).  Lacking 
National's  centralized  controls, 
Roche's  operating  margins  had  aver- 
aged under  8%. 

The  National-Roche  combination, 
therefore,  was  one  of  the  mergers 
seemingly  made  in  heaven.  But  then 
all  hell  broke  loose. 

Chief  executive  of  the  merged 
company  was  Dr.  James  Powell,  for- 
merly president  of  Roche.  From  the 
start  there  was  friction  between  the 
National  people  and  the  Roche 
people. 

It  didn't  take  long  for  National's 
executives  to  figure  out  they  didn't 
fit  in  the  new  company.  David 
Flaugh,  who  had  been  chief  operat- 
ing officer  of  both  National  and  Lab 
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|  Corp.,  quit  in  September  1995.  Out 
5  the  door  went  a  whole  parade  of 
|  National  executives,  including  Brod- 
§  nik  and  Whalen.  A  year  and  a  half 
<B  after  the  merger  Roche's  managers 
£  are  running  Lab  Corp. 

Things  have  since  gone  straight 
downhill.  Sales  are  slipping.  Operat- 
ing margins  are  down  to  6%.  Receiv- 
ables and  allowances  for  doubtful 
accounts  are  up.  And  Lab  Corp.  is  in 
the  red — an  $8  million  loss  on  rev- 
enues of  $813  million  in  the  first  half 
of  1996.  The  stock,  Perelman's  14.5 
million  shares  included,  has  tanked. 

It  is  now  evident  that  this  was  no 
merger.  It  was  a  purchase,  sanc- 
tioned by  Perelman,  of  the  stronger 
company  by  the  weaker.  Of  the 
seven-man  board,  Perelman  got  one 
seat — and  only  for  one  year — while 
Roche  got  three.  Headquarters 
were  consolidated  in  Burlington, 
N.C.,  Roche's  hometown.  Nation- 
al's managers  were  given  little 
incentive  to  stay,  as  their  stock 
options — vested  and  unvested — 
were  redeemed  at  a  generous  valu- 
ation at  the  time  of  the  merger  in 
cash  and  very  liquid  stock. 

Clearly,  Perelman  must  have  read 
the  signs  and  decided  to  get  out  of 
the  clinical  lab  business.  Managed 
care  and  government  investigations 
into  billing  abuses  were  bringing  the 
days  of  big  dividend  checks  to  a 
close.  In  1994  Perelman  blew  what 
would  have  been  a  better  deal  with 
Corning  by  holding  out  for  a  couple 
more  dollars  a  share.  Roche's  people 
either  didn't  read  the  signs  or  didn't 
heed  them. 

The  cash  payment  involved  in  the 
merger  pushed  Lab  Corp.'s  debt  to 
more  than  $1  billion.  Last  quarter 
Lab  Corp.  had  to  ask  the  lenders  for 
waivers  on  loan  covenants  because  of 
an  earnings  and  cash  flow  shortfall. 

Lab  Corp.  Chief  Executive  James 
Powell,  in  a  written  statement, 
admitted  there  were  problems,  but 
stated:  "We  do,  however,  firmly 
believe  we  have  the  strategies  and 
tactics  in  place  to  advance  our  lead- 
ership and  benefit  the  long-term 
health  and  growth  of  the  company." 

If  things  do  improve,  Perelman's 
remaining  shares  may  yet  recover 
their  value. 

If  it  doesn't  happen?  Perelman  is 
still  richer  by  $1 .7  billion.  Hi 


nor  guy.  Jet  lag  hit  him  hard.  Imagine 
how  he  felt  the  next  day. 

What  can  he  do?  Head  for  the  Hotel 
Okura  and  enroll  in  our  unique  Jet  Lag 
Plan.  Specially  designed  to  get  jet  loggers 
up  on  their  feet  and  raring  to  go,  it  in- 
cludes a  Light  Box  to  help  put  your  body's 
clock  hack  on  schedule,  a  Health  Club 
workout  and  Jet  Bath,  Relaxation  Videos, 
a  Body  Sonic  Massage,  your  choice  of 
pillows  to  help  you  sleep  better  < we'll  even 
remember  your  favorite  for  your  next  visit), 
and  special  breakfast  and  dinner  sugges- 
tions for  extra  energy. 

The  jet  Lag  Plan  is  only  Yio,ooo 
extra  per  day,  or  free  for  members  of  the 
Okura  Club  International,  our  special 
program  for  frequent  guests.  To  receive  a 
free  brochure,  simply  send  your  name  and 
address  to  Hotel  Okura,  Public  Relations 
Office,  2-10-4  Toranomon,  Minato-ku, 
Tokyo  105,  Japan;  Fax  3-3582-3JOJ;  Tel 
3-3582-0111. 


The  Hotel  Okura  is  the  flagship  hotel  of 
the  Hotel  Okura  Chain,  and  a  member 
of  The  Leading  Hotels  of  the  World 
and  UTELL  International. 
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ay  Japan  doesn't  spawn  real  entrepreneurs, 
j  because  they  never  met  Katsumi  lizuka. 

Cloning 
Michael  Dell 


By  Neil  Weinberg 

At  Laox  Computer  Kan  in  Tokyo's 
teeming  Akihabara  electronics  dis- 
trict, the  bestselling  model  this  past 
May  and  June  wasn't  from  Compaq, 
Fujitsu,  IBM  or  NEC.  It  was  from  Akia. 

Never  heard  of  Akia?  No  surprise. 
Katsumi  lizuka,  47,  founded  the 
company  only  in  September  1995, 
but  in  his  first  ten  months  in  business 
lizuka  pulled  in  $40  million  in  rev- 
enues. He  is  already  eking  out  a  small 
profit  and,  in  certain  Japanese  stores, 
outselling  some  of  the  world's  lead- 
ing PC  vendors.  Monthly  revenues  are 
now  running  at  around  $11  million. 

This  is  Japan?  Entrepreneurs  aren't 
supposed  to  have  a  chance  in  this 
land  of  giant  corporations. 

Either  nobody  told  lizuka  about 
that,  or  if  they  did,  he  ignored  the 
advice.  He  just  went  ahead  and  did 
everything  that  isn't  supposed  to 
work  in  Japan.  He  readily  credits 
America  for  his  ideas.  While  in  col- 
lege, lizuka  traveled  to  the  U.S.  as  an 
exchange  student.  From  there  he 
developed  an  interest  in  the  American 
way  of  doing  business.  "For  a  long 
time  I'd  been  looking  at  U.S.  com- 
panies like  Packard  Bell,  companies 
with  no  factories  but  good  product 
planning  and  design,"  lizuka  explains 
in  fluent  English.  "There  aren't  any 
such  companies  in  Japan." 

A  business  administration  graduate 
of  Japan's  Meiji  University,  lizuka 
landed  in  the  electronics  trade  short- 
ly after  graduating.  An  executive  for 
Tandy  Corp.  showed  him  his  Radio 
Shack  product  catalog.  lizuka  was 
stunned  by  the  variety.  Hired  by 
Tandy  in  1973,  he  was  sent  to  Korea 
and  Southeast  Asia  to  find  suppliers 
and  assemblers  for  Radio  Shack  out- 
side of  high-cost  Japan. 

But  lizuka  is  not  your  typicai 
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Japanese  salaryman,  content  to  labor 
for  one  company  forever.  He  began 
to  feel  that  Tandy  was  getting  big 
and  bureaucratic.  He  jumped  at  the 
chance  to  work  at  Dell  Computer, 
then  a  little-known  upstart  with  a 
crazy  idea  to  bypass  retail  distribution 
channels  and  sell  directly  to  cus- 
tomers. As  president  of  the  Japanese 
unit,  he  also  headed  Dell's  successful 
1993  foray  into  the  local  retail 
market.  Last  year  Dell  sold  around 
60,000  PCs  in  Japan,  making  it  the 
ninth-largest  local  vendor,  according 
to  market  research  firm  IDC  Japan. 

lizuka  realized  PCs  were  becoming 
a  commodity.  In  that  kind  of  busi- 
ness, victory  usually  goes  to  the  low- 
cost  producer.  In  August  1995  lizuka 
gave  up  his  $600,000-a-year  com- 
pensation package  at  Dell  to  go  into 
the  computer  business  himself 

He  soon  learned  why  it  is  so  hard 
to  be  an  entrepreneur  in  Japan. 
Nobody  will  lend  you  money.  "It's 
almost  impossible  to  get  bank  financ- 
ing in  Japan  unless  you've  finished  a 
year  of  business,"  says  lizuka.  Okay, 
so  he  would  self-finance.  lizuka 
began  exercising  his  Dell  stock 
options  and  dug  into  savings  to  drum 
up  $1.3  million  in  cash.  Business 
associates  and  Iizuka's  original  six 
employees  tossed  in  another  $1.5 
million  for  55%  of  the  company. 

Akia — for  Asia-Pacific,  Katsumi 
lizuka,  America — was  in  business. 
Iizuka's  goal:  to  quickly  turn  out  an 
inexpensive  line  of  high-end  Japa- 
nese-language computers.  He  worked 
his  old  industry  contacts,  sourcing 
most  components  and  contracting  for 
assembly  in  Taiwan  and  Japan. 

His  first  machines  went  on  sale  on 
schedule  in  November,  just  two 
months  after  Akia's  launch.  For  dis- 


Katsumi  lizuka 
at  a  PC  trade  show 
With  more 
entrepreneurs 
like  him,  Japan 
would  spring 
back. 
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Akia's  booth  at  the  recent  World  PC  Expo  96  near  Tokyo 

Japan  a  closed  market?  Akia  pulled  in  $40  million  in  sales  its  first  ten  months  in  business. 


tribution  Iizuka  did  most  selling  by 
telephone,  but  also  picked  one  lead- 
ing retailer  in  each  of  Japan's  major 
cities.  An  in-house  ad  agency  has 
turned  out  inexpensive  print  ads  that 
simply  list  Akia's  product  specifica- 
tions and  prices  alongside  those  of 
rival  machines  from  Dell  and  Sharp. 
Making  your  competition  look  bad  in 
ads  isn't  unusual  in  the  U.S.,  but  it's 
downright  shocking  in  Japan. 

Shocking,  maybe — but  true.  Akia's 
Tornado  513V/2  notebook  PC  with  a 
133  megahertz  Pentium  processor, 
Windows  95  operating  system  and  a 
cd-rom  drive  recently  carried  a 
$4,500  street  price.  Sharp's  competing 
Mebius  Note  PC-A445,  with  pretty 
much  the  same  specifications,  was  sell- 
ing for  12%  to  20%  more  at  retail. 

Akia  survives  on  a  capital  shoe- 
string because  it  outsources  all  man- 
ufacturing and  assembly.  That 
enabled  it  to  do  $40  million  in  sales 
its  first  ten  months  with  a  bare-bones 
staff  and  sales,  general  and  adminis- 


trative expenses  equal  to  less  than 
12%  of  sales,  about  the  same  as  Dell's 
and  less  than  half  riiat  of  such  rivals  as 
Toshiba  and  Matsushita.  In  his  first 
complete  fiscal  year,  through  June 
1997,  Iizuka  expects  to  earn  pretax 
profits  of  $7  million  on  sales  of  at 
least  $200  million.  Those  are  slim 
margins,  but  a  very  handsome  return 
on  the  small  amount  of  capital 
employed.  In  a  way  this  follows  the 
Packard  Bell  model. 

Akia  is  upgrading  its  notebook  PCs 
and  offering  smartly  designed  desk- 
top machines  with  liquid  crystal  dis- 
plays. Japanese  PC  companies  tend  to 
be  slow  to  adopt  technology  that  is 
not  developed  at  home.  Not  Iizuka. 
He  likes  to  say  that  one  PC  "season" 
is  just  three  to  four  months  long — 
not  one  year,  as  for  many  products. 

Iizuka  notes  that  portables  account 
for  30%  of  the  Japanese  PC  market, 
double  the  U.S.  ratio.  It's  not  that 
the  Japanese  travel  more,  but  they 
operate  in  cramped  offices.  Iizuka's 


thinking:  Why  not  sell  real  desktop 
PCs  with  spacious  memories,  lots  of 
expansion  slots  and  still  small  foot- 
prints? Matsushita  and  Canon  are 
already  dipping  their  toes  in  this 
market.  If  prices  for  the  liquid  crystal 
displays  needed  to  build  thin  screens 
collapse  a  year  or  two  from  now — as 
memory  chip  prices  did  recently — 
Iizuka  expects  the  desktop  market  for 
them  to  explode. 

Akia  has  just  become  IBM's  first 
sublicensee  for  the  Apple  Macintosh 
operating  system.  It  plans  to  launch 
the  world's  first  desktop  Macs  with 
LCD  screens.  Plenty  of  other  new 
products  are  on  the  drawing  board. 
Iizuka  will  begin  test-marketing  his 
computers  on  Americans  and  South 
Koreans  in  1997. 

Then,  if  all  goes  according  to  plan, 
he  hopes  to  achieve  the  American 
dream:  an  initial  public  offering. 

Give  Japan  a  few  more  Katsumi 
Iizukas  and  its  economy  will  quickly 
snap  back  to  life.  H 
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Mo      itrepreneurs  lust  to  get  on  the  information  superhighway, 
•ass  does  fine  on  the  plain  old  highway. 

Patching  the  grass  grow 

By  Matthew  Schifrin 

Most  people  dread  long  road  trips,  and  drainage  ditches  that  flank  the  hedge-trimming  equipment.  The 

Donald  Douglass,  the  64-year-old  highways.  His  company,  Seguin,  more  highway  median  strips,  the 

chief  executive  of  Alamo  Group  Tex. -based  Alamo  Group,  is  the  more  demand  there  is  for  Alamo 

Inc.,  loves  them.  As  he  tools  along,  largest  manufacturer  of  tractor-  machines. 

he's  happily  perusing  those  medians  mounted  sickles,  mower  blades  and  Now  that's  a  niche  business  for 


Dn  Dol 


:xecutive  of  Alamo  Group  Inc. 


He  learned  early  ©n  that  even  the  most  unexciting  business,  managed  properly,  can  create  significant  returns. 
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At  our  research  center  we  analyze  how  variations  in  bending  habits  can  affect  the 
risk  of  low  back  pain.  Our  research  has  led  to  innovative  products  like  ComputaskjM 
a  software  program  we  use  to  evaluate  workplace  tasks  and  help  recommend  ways 
to  ensure  that  Joe  and  daughter  Lisa  live  safer,  more  secure  lives. 

LIBERTY 

^*     There  ','  more  information  we  d  like  to  <fhare.  So  please  call  John  Ryan  MUTUAL 
at  (617)  57-1-58-12  or  vUil  our  webdite  at  http://www.Ubertymutual.com     'fyie  freedom  of  Liberty 
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you,  bat  it's  not  tiny,  and  Alamo  has 
a  virtu  on  it.  The  company 

will  gross  $190  million  this  year.  "It 
would  have  been  nice  if  it  would 
have  been  a  high-tech  company.  But 
I  figured  this  was  as  good  as  any- 
thing," shrugs  Douglass. 

Douglass  never  intended  to  be  an 
entrepreneur.  He  graduated  with  a 
degree  in  mechanical  engineering 
from  the  University  of  Texas  in 
1954  and  spent  three  years  as  a 
Navy  jet  fighter  pilot.  He  later 
worked  in  a  General  Electric  jet 
engine  plant  testing  engines,  which 
he  says  mostly  involved  throwing 
chickens  into  the  engines  and  then 
taking  the  machinery  apart. 

He  found  the  work  boring  so  he 
decided  to  ditch  engineering  for 
business.  He  got  an  M.B.A.  from 
Stanford  and  went  to  work  in  the 
acquisitions  department  of  chemical 
manufacturer  FMC  Corp. 

That,  in  turn,  led  to  a  venture 
capital  job  with  a  Houston  compa- 
ny called  Business  Funds,  Inc.,  at 
which  Douglass  was  asked  to  check 
out  some  of  the  company's  most 
mundane  business  prospects.  The 
tedious  work  taught  him  a  valuable 
lesson:  Even  the  most  unexciting 
businesses,  managed  properly,  can 
create  significant  returns. 

For  example,  one  investment  he 
made  was  in  International  Meat 
Processors,  a  small  company  that  had 
patented  an  electronic  process  for 
deboning  chicken  necks  used  in 
making  foods  like  Spam.  Boring,  yes, 
but  after  several  years  it  returned 
ten  times  its  initial  investment  to 
Business  Funds. 

By  1969  Douglass  was  36  years 
old,  had  three  children  and  had 
risen  to  the  position  of  chief  operat- 
ing officer  of  Business  Funds.  "I 
decided  that  if  I  didn't  try  to 
become  an  entrepreneur  now,  I 
never  would,"  he  says.  First  he 
looked  at  a  hamburger  chain  called 
Whataburger,  but  the  owner  decid- 
ed not  to  sell.  Then  he  noticed  a 
Houston-based  company  called 
Engler  Manufacturing,  whose 
owner  had  died. 

Engler  had  $1.9  million  in  rev- 
enues, mostly  from  mowers  that 
were  mounted  on  Terrain  King  trac- 
tors used  by  farmers  and  state  high- 
way departments. 


Douglass  kicked  the  tires  and 
realized  that  the  key  to  the  business 
was  selling  replacement  parts.  This 
is  not  golf-course  mowing.  It 
requires  tough  blades,  since  the  ter- 
rain that  runs  along  highways  is 
rocky,  tree-lined  and  steep.  -The 
government  employees  who  typical- 
ly tend  to  roadsides  have  a  tenden- 
cy to  run  the  machines  carelessly. 
The  result:  lots  of  demand  for  high- 
margin  spare  parts  like  blades,  shafts 
and  gearboxes.  Replacement  parts 
currently  account  for  a  third  of 
Douglass'  revenues,  but  more  than 
half  his  profits. 

Engler  made  wide-cut  rotary-type 
mowers,  which  operate  much  like 
conventional    gas-powered  lawn 

At  Boston's  Babson  College 
Donald  Douglass  advises 
budding  entrepreneurs  that 
they  don't  have  to  discover 
the  next  Netscape— just  find 
a  corner  of  a  market 
and  dominate  it. 


mowers.  Douglass  figured  he  could 
expand  the  franchise  to  sickle-type 
mowers,  with  blades  rather  like 
those  on  a  hedge  trimmer,  and  flail- 
type  mowers,  with  blades  along  the 
lines  of  those  on  old-fashioned  push 
mowers. 

In  1969  he  bought  Engler  for 
$2.1  million— $200,000  of  his  own 
funds,  $200,000  from  friends, 
including  $30,000  from  Houston 
money  manager  Fayez  Sarofim  and 
$600,000  from  a  Dallas  venture 
capital  firm.  The  rest  came  from 
bank  loans. 

Douglass  figured — correctly — 
that  he  could  make  the  business  a 
lot  more  valuable  by  expanding  its 
franchise  and  running  it  more  effi- 
ciently. First  he  hired  Oran  Logan, 
an  engineer  with  an  accounting 
degree  (and  now  Alamo's  presi- 
dent), to  install  a  computerized 
manufacturing  process.  Then  he 
went  on  a  buying  spree.  Since 
1970  Douglass  has  bought  over  a 
dozen  small  mowing-equipment 
companies.  Included  in  the  acqui- 
sitions: Mott  Corp.,  a  maker  of 


flail-mowing  equipment,  and 
Rhino,  a  maker  of  farm-mowing 
equipment.  To  pay  back  the  money 
borrowed  for  the  purchases,  Dou- 
glass raised  $50  million  through 
two  public  offerings.  He  has  also 
bought  companies  in  Britain  and 
France,  all  manufacturers  of 
mowing  equipment  mounted  on 
hydraulic  booms  used  to  cut  the 
high  hedges  and  trees  that  are 
common  on  European  roadsides. 

The  boom  equipment,  which 
works  well  to  clear  vegetation  from 
drainage  ditches,  has  permitted 
Douglass  to  expand  business  to 
spots  like  Mexico. 

Sounds  like  a  nice,  simple  busi- 
ness. It  isn't.  This  year's  wet  spring 
halted  much  of  the  mowing  in  the 
Northeast,  and  the  drought  in  the 
Southwest  hurt  business  in  that 
region.  Weather  is  just  one  of  the 
risks  Douglass  faces.  Alamo  has  70% 
of  all  the  mowing  business  that  state 
highways  put  out  for  bid,  but  when 
highway  departments  need  to  cut 
costs  they  often  limit  roadside  grass- 
cutting  to  just  ten  feet  on  either  side 
of  the  road.  In  the  early  1980s 
Douglass  got  a  scare  when  the 
Texas  highway  department  intro- 
duced a  strain  of  grass  that  only 
grew  8  inches  high.  Luckily  for 
Douglass'  business,  the  strain  could 
not  resist  weeds. 

In  1995  Alamo  earned  $12  mil- 
lion on  sales  of  $164  million.  With 
a  secondary  public  offering  of 
Alamo  stock  in  June  of  1995, 
Sarofim's  $30,000  investment  is 
now  worth  $2.3  million. 

Sarofim  hadn't  a  clue  about 
mowing  grass  when  he  coughed  up 
that  cash,  but  he  liked  Douglass.  "It 
just  shows  you  that  betting  on 
people  is  the  most  important 
thing,"  says  Sarofim. 

Now  that  he's  made  over  $20 
million  on  Alamo's  stock,  Douglass 
has  set  up  a  $3.9  million  foundation 
to  promote  entrepreneurship  cours- 
es at  a  handful  of  business  schools. 
One  is  Boston's  Babson  College, 
where  Douglass  advises  students 
who  submit  business  plans  as 
coursework.  His  advice  to  the  bud- 
ding entrepreneurs:  You  don't  have 
to  discover  the  next  Netscape — just 
find  a  corner  of  a  market  and  dom- 
inate it.  ■ 
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;iassmates  went  to  Wall  Street, 
i  Felberbaum  went  to  Vietnam.  But  not  to  fight. 


ifll 

Mi  'fit 


ming  the  embargo 


By  Carleen  Hawn 


Kenneth 

Felberbaum  (right) 
and  Mitchell  Klaif 
Felberbaum 
predicted  the  U.S. 
trade  embargo 
with  Vietnam 
would  end  and 
investors  would 
want  information. 


At  age  5,  Kenneth  Felberbaum  sat 
outside  his  family's  Manhattan  apart- 
ment selling  his  outgrown  clothes.  At 
boarding  school  he  had  a  "gourmet" 
foods  racket — $12  for  canned  sardines 
and  $2  for  knock-off  Twinkies.  As  a 
teenager  Felberbaum  joined  his  father 
on  overseas  client  visits  for  the  Wall 
Street  firm  of  Furman  Selz  LLC. 

You  can  say  that  business  is  in  Fel- 
berbaum's  blood.  But  so  is  adventure. 

When  Felberbaum  earned  an  eco- 
nomics degree  from  the  University  of 
Pennsylvania  in  December  1992,  he 
didn't  join  the  throng  of  classmates  in 
Wall  Street  training  programs.  He 
flew  to  Asia,  a  modern  explorer. 

As  Felberbaum  and  a  pal,  Laurence- 


Schwartz,  traveled  through  China, 
Malaysia,  Vietnam  and  Thailand,  they 
were  hoping  to  broker  investments. 
Despite  their  youth,  the  23-year-olds 
talked  their  way  into  meeting  indus- 
trialists, bankers  and  government 
ministers.  Felberbaum  had  collected 
contact  names  through  his  father 
before  departing.  "We  were  position- 
ing ourselves  to  act  as  broker-dealers 
in  exchange  for  a  cut,"  he  says. 

Alas,  no  deals  eventuated.  But  Fel- 
berbaum and  Schwartz  returned  to 
the  U.S.  with  a  clear  conviction:  Viet- 
nam was  the  best  place  to  invest.  Its 
industry  was  growing  quickly,  foreign 
money  was  flowing  in  and — they 
hoped — the   U.S.   trade  embargo 


would  soon  be  lifted.  "It  was  the  Sin- 
gapore of  die  1970s — a  market  on  the 
verge  of  exploding,"  Felberbaum  says. 

The  question  was:  what  business  to 
pursue?  "At  that  point  the  only  way 
to  get  information  about  Vietnam  was 
to  go  to  Vietnam,"  says  Felberbaum. 
An  idea  was  born:  They  had  no  deals, 
but  lots  of  information  and  contacts. 
The  Vietnam  Business  Journal  was 
launched. 

Felberbaum  and  Schwartz  each 
borrowed  $5,000  from  their  respec- 
tive parents  to  publish  the  first  issue  in 
July  1993.  To  save  money,  they 
solicited  free  articles  from  their  Viet- 
namese business  contacts — like 
Nguyen  Mai  of  the  Ministry  of  Plan- 
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COUNTRIES,  THEY 
USE  THE  SAME  WORD 
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Preferred  sets  and  maintains 
standards  for  over  1 00  of  the  worlds 
finest  independent  hotels  and 
resorts,  including  20  in  Europe. 
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ning  &  Investment.  Felberbaum  also 
got  handouts  from  Vietnam-watchers 
stateside,  including  Senator  John 
McCain  (R-Ariz.)  and  Senator  John 
Kerry  (D-Mass.),  both  Vietnam  vet- 
erans and  early  proponents  of  lifting 
the  trade  embargo.  "It  was  great  for 
us  because  we  got  to  advertise  our- 
selves, publicize  Vietnam,  and  we 
didn't  spend  a  dime  on  editorial," 
marvels  Felberbaum. 

Felberbaum  and  Schwartz  mailed 
3,000  copies  of  their  first  16-page 
newsletter  to  multinational  corpora- 
tions like  Coca-Cola  and  Whirlpool, 
to  government  officials  and  members 
of  the  United  Nations,  to  law  firms 
and  investment  bankers  and  to  the 
businesspeople  they  had 
met  in  Asia.  Inside,  they 


advertised  a  $180  sub- 
scription fee,  and  a  few  hundred 
readers  mailed  in  checks. 

The  trickle  of  paid  subscriptions 
and  the  number  of  interested  tele- 
phone calls  convinced  them  they  were 
onto  something.  They  decided  to 
publish  a  Vietnamese  business  direc- 
tory. They  sent  surveys  to  dozens  of 
Vietnamese  government  ministries, 
which  in  turn  sent  them  to  business- 
es, where  they  were  filled  out  and  sent 
back  to  New  York.  In  short  order  Fel- 
berbaum and  Schwartz  had  a  database 
of  information  on  hundreds  of  Viet- 
namese businesses. 

They  borrowed  another  $17,000 
from  their  parents — $5,000  to  print  a 
second  issue  of  the  Vietnam  Business 
Journal  and  $12,000  to  print  1,500 
500-page  directories.  They  began  sell- 
ing the  directories  for  $100  each  to 
Vietnam  Business  Journal  readers,  to 
Asian  business  conference  attendees 
and  in  bookshops  throughout  Asia. 
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Directory  sales  funded  a  third  issue  of 
the  Vietnam  Business  Journal  in 
November  1993. 

But  now  what?  They  hadn't  sold 
enough  subscriptions  or  advertising  to 
fund  another  issue  of  the  Journal. 
Schwartz  bailed  out.  "That  was  defi- 
nitely the  low  point,"  recalls  Felber- 
baum. "I  began  to  lose  faith."  He  was 
$27,000  in  debt  and  had  less  than 
450  paying  subscribers. 

In  February  1994  he  had  a  stroke 
of  good  luck.  As  he  had  hoped,  the 
U.S.  government  lifted  the  trade 
embargo  against  Vietnam.  Felber- 
baum's  phone  rang  nonstop.  He  ran 
ads  in  the  Wall  Street  Journal  and  the 
New  York  Times  and  quickly  sold  out 
of  copies  of  his  business  directory. 
The  revenues  from  directory  sales 
financed  another  issue  of  the  Vietnam 
Business  Journal  in  April  1994,  this 
time  in  a  magazine  format. 

But  the  end  of  the  embargo 
**     also  brought  competition.  Swiss 
publishing  company  Ringier  AG 
introduced  the  Vietnam  Economic 
Times,  and  the  Vietnamese  govern- 
ment increased  the  circulation  of  its 
Vietnam  Investment  Review.  Felber- 
baum needed  more  capital.  So  he 
wrote  to  some  of  the  Asian  investors 
he  had  met  on  his  first  trip  in  1992. 

This  time  he  hit  the  jackpot.  Sever- 
al, including  ex-Drexel  Burnham 
Lambert  fund  manager  Marc  Faber, 
put  up  an  estimated  $2.5  million  for 
a  40%  stake  in  Felberbaum's  firm. 

Felberbaum  opened  a  news  bureau 
in  Hanoi  and  improved  the  look  of 
his  magazine.  He  lured  veteran  Dow 
Jones  business  manager  Mitchell 
Klaif,  39,  away  from  the  Far  Eastern 
Economic  Review  to  help  run  the 
magazine  that  now  has  a  total  circula- 
tion of  20,000. 

Today  an  annual  subscription  to  the 
68-page  Vietnam  Business  Journal 
costs  just  $60.  Felberbaum  gets  most 
of  his  revenues  from  advertisers  like 
Ford  Motor,  Toyota,  Digital  Equip- 
ment Corp.,  Siemens  and  Sprint.  The 
full-page,  four-color  advertising  rate  is 
$2,650,  and  his  latest  issue  has  32 
pages  of  ads. 

Felberbaum  projects  revenues  will 
top  $1  million  this  year.  The  cocky 
entrepreneur  isn't  bashful  about  his 
success.  "You  want  to  do  business  in 
Vietnam?  You  have  to  talk  to  us,"  he 
boasts.  WU 
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EL.VERYBODY  TALKS  ABOUT  REINVENTING 
THE  WHEEL.  WE  ACTUALLY  DID  IT. 


Almost  everyone  can  see  what  makes 
a  wheel  work:  a  certain  roundness  is  called 
for.  But  it  took  the  mechanical  engineers  at 


Norfolk  Southern  to  ask  what  could  make  a  wheel  work 
better.  They  were  instrumental  in  developing  a  new 
design  for  wheels  that,  while  retaining  the  time-tested 
round  shape,  adds  a  few  new  features.  Specifically, 
the  wheels  now  have  stronger  bearings  that  can  handle 
heavier  loads.  And  they  resist  fatigue  better  than  earlier 
designs.  The  result:  improved  efficiency  and  dependability. 
There  is  no  doubt  that  whoever  invented  the  wheel 
came  up  with  a  lasting  contribution  to  civilization. 
But  as  far  as  Norfolk  Southern  is  concerned,  even 
something  that's  been  working  well  for  thousands 
of  years  can  still  be  improved. 
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Wh  u  go  to  a  restaurant  today,  it's  often  hard  to  tell 
where  the  food  leaves  off  and  the  entertainment  begins. 

Recipes  that  grandma 
never  used 


By  Rana  A.  Dogar  and  Damon  Darlin 

One  of  our  older  editors  remem- 
bers growing  up  in  a  Middle  Ameri- 
ca where  spaghetti  and  chop  suey 
were  exotic  foreign  dishes,  and  wine 
something  Italian-American  families 
made  in  their  basements.  Real  Amer- 
icans ate  meat  and  potatoes  and,  if 


they  didn't  wash  them  down  with  ice 
water,  then  with  beer  and  Scotch 
whiskey. 

Today  organic  produce,  pheasant, 
blue  potatoes,  salmon  sausage  and 
exotic  spices  are  almost  as  available  in 
Wauwatosa,  Wis.  as  they  are  in  Man- 


hattan or  San  Francisco. 

In  Kansas  City,  Mo.,  the  Better 
Cheddar  has  morphed  from  a  cheese 
store  into  a  gourmet  food  shop. 
Owner  Ronald  Shalinsky  says  today's 
hot  items  are  a  $7.49  bottled  sauce 
of  jalapeno  peppers  and  raspberries, 


David  Burke  of  New  York's  Park  Avenue  Cafe 
The  hottest  table  in  the  house  is  in  the  kitchen 


ThinkPad 


100  or 120MHz*  Pentium 
processor  rum  software 
at  lightning  speeds. 


it  a  mere  six  pounds* 
you  can  lake  your 
ThinkPad  any  I  there. 


With  TrackPoini  III. 
our  hands  never  have 
to  leave  the  Leys. 


Introducing  the  ThinkPad  365.  Because  everyone  could  use  an 
affordable  place  to  think.  Now,  even  if  youre  short  on  work  space,  you 
can  still  stretch  your  mind  as  far  as  you'd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPad 
technology -with  Pentium  processor  power  -  starting  at  $2,299. 

It's  a  very  comfortable  place  to  work.  It  offers  an  inspiring  view 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  with 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  with 
Lotus  SmartSuite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinlcpad 
for  details  on  the  new  ThinkPad  365. 
You  11  find  it's  not  only  affordable,  it's 
absolutely  thought-provoking. 


Microsoft 

Products 


'  Model  6E3/6R3  Estimated  IBM  authorized  retailer  price  Actual  prices  may  vary  Other  models  range  up  to  $2,949  'SmartSuite  may 
be  preloaded,  included  on  a  CD  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  'M  -  F. 
8am-8pm  EST  In  Canada,  call  1  800  465-3299  (ID#  45294)  'Processor  internal  clock  speed  Application  speed  will  be  less 
Actual  weight  may  vary  Supports  Windows  95,  Windows  NT  v3 .51.  v4  0  (when  available)  IBM,  ThinkPad,  TiackPoint  III  and  Solutions 
tor  a  small  planet  are  trademarks  ol  tnlernational  Business  Machines  Corporation  Microsoft  and  Windows  are  trademarks  or 
registered  trademarks  ot  Microsolt  Corporation  Other  companies,  products  and  service  names  may  be  trademarks  or  service  marks 
ol  others  ©  1996  IBM  Corp 


Solutions  lor  a  small  planet 


Celebrity  chef  Jean-Georges  Vongerichten  of  Manhattan's  Vong  restaurant  performs  for  foodies  at  a  cooking  class 

After  eating  entrees  like  his  roast  lobster  with  orange-zest  crust,  America's  eating  habits  have  changed  forever. 


and  a  mix  of  cheese,  chilis  and  sun- 
dried  tomatoes  for  $10.79. 

Fancy  bottles  of  tarragon  vinegar 
and  lemon-infused  olive  oils  are  big 
sellers,  too.  For  cooking?  "I'm  sure 
they  are  using  them  to  decorate  their 
kitchens,"  says  Shalinsky. 

Want  to  please  a  friend  or  good 
customers?  Consider  the  latest  culi- 
nary offering  from  the  Neiman 
Marcus  Christmas  catalog:  a  $125 
platter  of  meats,  including  wild  boar 
loin  chops,  fallow  deer  rib  chops, 
south  Texas  antelope  filets  and  veni- 
son bratwurst.  Also  available:  an 
ostrich  sampler,  $112  for  5  pounds' 
worth  of  meat. 

Great  chefs?  We  still  import  many 
from  overseas,  but  the  Culinary 
Institute  of  America  in  Hyde  Park, 
N.Y.  is  developing  its  own  food  cul- 
ture, graduating  almost  1,200  chefs 
a  year  into  America's  finest  restau- 
rants. "The  tables  have  turned," 


says  New  York-based  restaurant 
consultant  Clark  Wolf. 

Food  has  become  a  major  leisure 
activity.  It's  hard  to  tell  today  where 
the  food  industry  leaves  off  and  show 
business  starts.  Coming  soon  to  a 
theater  near  you  is  Big  Night,  a 
Rysher  Entertainment  film  about  two 
brothers  who  own  a  failing  Italian 
restaurant  in  the  1950s.  Their  solu- 
tion: spice  up  the  menu.  The  film  is 
about  the  planning,  preparation  and 
serving  of  an  elaborate  banquet  with 
things  like  capon  stuffed  with  pome- 
granate, roasted  pig  and  seafood 

"It's  filled  with  passion 
and  romance.  It's  not 
unlike  the  tango,  but  at 
a  stove,"  says  promoter 
Shep  Gordon. 


risotto.  The  centerpiece  dish:  tim- 
pano, an  exotic  mix  of  pasta,  meat- 
balls, sausage  and  eggs. 

In  preview  showings  the  audience 
invariably  applauded  when  the  piece 
de  resistance  was  served. 

The  TV  Food  Network,  which 
started  in  1993  with  6.5  million  sub- 
scribers, is  now  the  third-fastest- 
growing  cable  network  in  the  coun- 
try, with  an  estimated  20  million  sub- 
scribers for  1996. 

New  Orleans  chef  Emeril  Lagasse 
recently  filmed  a  special  for  the  Food 
Network  where  he  cooked  up  Cajun 
sausages  with  caramelized  onions  and 
pralines  in  front  of  a  cheering  audi- 
ence of  150. 

There  was  lots  of  screaming  and 
yelling  from  fans  who  acted  as  if  they 
were  watching  an  MTV  Unplugged 
taping.  "It  was  a  cooking  show,"  says 
Erica  Gruen,  Food  Network  presi- 
dent. "But  Emeril  played  it  as  if  it  was 
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ice.  bnake.  Chickens  feet.  Octopus.  In  Asia,  all  kinds       and  cars  than  any  other  nickel  producer.  [China  alone 


If  things  go  into  a  rice  bowl.  But  one  item  is  really  manufactures  40  million  bikes  a  year.)  We're  also 
rprising:  nickel.  Let  us  explain.  For  years,  stainless  a  popular  item  on  the  menu  of  Asia's  architects, 
teel  has  been  an  ingredient  of  cutlery  construction  engineers  and  railway 


nd  cookery  in  North  America, 
ecause  it  doesn't  trans- 
sr  food's  taste  or 


CTiich  is  appetizing 
ews  for  the  investor, 
iecause  Inco  makes  the  nickel 
lat  makes  the  stainless 
teel.  And  rice  bowls  aren't 
ie  only  thing  we  bring  to 


the  table.  Inco  nickel 


manufacturers.  As  well,  our 
nickel  alloys  are  in 
increasing  demand 
for  a  number 
of  high-tech 
applications, 
from  personal 
computers  and 
televisions  to 
chip  boards.  And 
our  presence  in  Asia  is 
no  recent  development.  In  fact, 
we've  been  there  for  years,  nurturing  the 
local  relationships  so  crucial  to  stable,  long  term  growth 
in  Asia.   So,  what's  in  the  rice  bowl  for  you?  If 
you're  an  investor,  plenty.   For  your  copy  of  Inco's 
1995  Annual  Report,  or  for  a  free  video  further 
detailing  our  current  activities  throughout  Asia, 


is  playing  a  key  role  in  many  of  Asia's       please  call  us  today  toll-free  at  1-800-361-INCO. 


ooming  industries.  For  instance,  we  make  more 
)rms  of  nickel  for  the  plating  of  bicycles,  motorcycles 


inco 

STRONGER  FOR  OUR  EXPERIENCE 


Coyote  Cafe's  Mark  Miller  at  his  Las  Vegas  restaurant 

High  profit  margins  are  bringing  America's  finest  chefs  to  town. 


Ronald  Shalinsky  (left)  at  his  Better  Cheddar  store  in  Kansas  City,  Mo. 

SeiSing  fancy  cheese  and  other  exotic  goodies  in  the  heart  of  red-meat  country. 


an  act."  Which  of  course  it  was. 

The  show  was  so  popular  that  the 
Food  Network,  has  launched  a  ten- 
city,  multichef  tour;  it  has  already  sold 
out  a  1,000-seat  auditorium  in 
Boston  at  $35  a  ticket.  The  chefs  will 
perform  their  signature  dishes  on  a 
circular  stage. 

Discovery  Channel's  Great  Chefs 
series  of  profiles  and  food  preparation 
tips  has  seen  its  audience  grow  more 
than  sevenfold  in  the  last  four  years, 
to  about  4.7  million  viewers  a  week. 
Who's  watching?  A  lot  of  men  (45%) 
between  the  ages  of  25  and  54.  "It's 
entertainment  for  them,"  says  execu- 
tive producer  John  Shoup. 

Entertainment?  Geoffrey  Drum- 
mond,  producer  of  the  Public  Broad- 
casting System's  Julia  Child's  Master 
Chefs  series,  explains:  "Cooking  is 
something  that  people  can  emulate 
themselves."  The  series  pulls  in  5  mil- 
lion people  per  episode,  more  than 
Martha  Stewart's  Living. 

Time  was  when  housewives 
swapped  recipes,  or  daughters  learned 
the  secrets  mama  brought  over  from 
the  old  country.  Now  you  can  aspire 
much  higher  and  learn  from  the  great 
experts — on  TV. 

Want  to  make  perfect  pommes 
jritesi  Soak  the  freshly  sliced  potatoes 
in  ice  water  until  you're  ready  to 
drop  them  into  hot  oil.  This  way,  the 
potatoes  are  "surprised"  by  the  hot 
oil  and  taste  ultrafresh. 

Dope  like  this  comes  from  Donata 
Maggipinto,  food  and  entertainment 
director  at  San  Francisco- based  cook- 
ware  retailer  Williams-Sonoma:  "The 
chef,  especially  the  chef  on  TV,  is 
taking  the  place  of  the  mom  or  the 
neighborhood  friend,"  she  explains. 

Mom  was  never  as  amusing  as 
Susan  Feniger  and  Mary  Sue  Mil- 
liken,  chefs  at  the  Santa  Monica, 
Calif.-based  Border  Grill.  They 
double  as  stars  of  the  TV  Food  Net- 
work's Too  Hot  Tamales.  On  the 
show — as  in  real  life — the  two  banter 
and  bicker  as  they  cook  Latin  Ameri- 
can food  and  dispense  cooking  tips 
like  how  to  scoop  out  a  broken 
eggshell  (use  another,  larger  piece  of 
eggshell)  or  the  best  knives  to  buy 
(Takayuki,  a  Japanese  brand). 

A  lot  of  people  think  the  food 
tastes  better  if  it  is  cooked  by  a 
celebrity,  which  means  that  the 
restaurant  run  by  Feniger  and  Mil- 
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PEOPLE. 

PERFORMANCE 

PROFITS. 

Teamwork  increases  productivity. 


i  90%  of  American  workers  spend  at  least  part  of  their  day  in  a  team  situation, 
;  yet  only  about  half  received  any  formal  teamwork  training* 


In  the  past,  people  only  used  Dale  Carnegie  Training® 
for  public  speaking  or  sales  training.  That  was  then.  Today, 
our  proven  processes  develop  more  than  just  people,  they 
advance  companies. 

Our  training  improves  company  profitability  by 
strengthening  teamwork  to  increase  employee  productivity. 
We  instill  the  confidence  and  self-esteem  that  enables 
individuals  to  build  trust  in  themselves  for  enhanced 
leadership,  selling  and  interpersonal  skills. 

Because  the  motivation  is  intrinsic,  teams  turn  ideas  into 
actions,  productivity  rises  and  achievement  is  continuous. 
Everyone  wins...  your  employees  achieve  their  professional 
and  personal  best,  your  customers  get  better  service  and  your 
company  keeps  growing  stronger. 


Come  visit  our  Web  site  at  http://vvww.dale-carnegie.com 

"Based  on  national  surveys  conducted  by  Dale  Carnegie  Training. 
Copyright©  1996  Dale  Carnegie  &  Associates,  Inc.  All  rights  reserved. 


30  proven  ways  to  increase  employee  performance. 

Our  practical  skills  development  elicits  quantifiable  results,  like: 

♦  Mutual  respect  to  enhance  teamwork 

♦  Selling  Skills  to  build  relationships 

♦  Leadership  Skills  to  promote  accountability 

♦  Time  Management  to  increase  productivity 

♦  Effective  Communication  for  improved  relations 

With  Dale  Carnegie  Training,  there  is  nothing  between 
your  company  and  success.  Call  1-800-231-5800  ext.  202 

today  for  more  information. 


Dale  Carnegie® 
Training 


People.  Performance.  Profits. 


The  Entertainer:  Emeril  Lagasse  on  his  Food  Channel  cooking  show,  The  Essence  of  Emeril 
The  show  sells  the  cookbooks,  which  sell  the  restaurants,  which  sell  the  show. 


liken  is  packed  as  much  by  people 
who  come  to  gawk  as  by  those  who 
come  to  eat  well.  Looking  to  cash 
in,  the  partners  hope  to  raise  $4 
million  from  private  investors  to 
open  four  new  branches  in  south- 
ern California. 

Nobody  has  more  shrewdly  com- 
bined celebrity  and  cuisine  than  Wolf- 
gang Puck,  probably  the  highest- 
earning  chef  in  the  U.S.,  with  a  food 
empire  that  will  gross  $95  million  this 
year.  Puck  has  six  fancy  restaurants, 
including  Spago,  Chinois  on  Main 
and  Granita,  plus  three  cookbooks 
that  have  sold  250,000  total,  a  line  of 
frozen  pizza  and  pasta,  and  Wolf- 
gang Puck  Express,  a  chain  of 
to1  cr-priced  eateries.  His  estimated 
net  income:  more  than  $3  million  a 
year. 


"You  don't  get  paid  for  your  culi- 
nary prowess.  You  get  paid  for  your 
business  prowess,"  says  Puck. 

Taking  the  concept  one  step  fur- 
ther is  Pino  Luongo,  a  New  York- 
based  chef  who  nets  $3  million  a  year 
running  seven  restaurants  in  three 
cities.  Luongo  plans  to  open  Tuscan 
Square — a  12,500-square-foot  extrav- 
aganza of  Italian  movies,  demonstra- 
tions of  Italian  cooking  and  Italian 
merchandise — in  Rockefeller  Center 

There  was  lots  of  screaming 
and  yelling  from  fans  who 
acted  as  if  they  were  watch- 
ing an  MTV  Unplugged  tap- 
ing. In  a  way,  they  were. 


in  1997.  "It  will  be  the  sort  of  lifestyle 
branding  done  by  Ralph  Lauren  or 
Martha  Stewart,"  he  says.  He's  raised 
$20  million  for  the  project  from  pri- 
vate investors. 

In  France  to  this  day  famed  chefs 
often  run  three-  and  four-star  restau- 
rants in  out-of-the-way  places.  The 
customers  must  come  to  them — and 
do — but  the  culinary  artists'  take  is 
limited  by  what  they  can  themselves 
cook  or  supervise. 

Americans  leverage  their  talents 
faster.  Mark  Miller  found  fame  with 
his  chili-infused  cuisine  at  the  Coyote 
Cafe  in  Santa  Fe,  N.M.  Now  he  has 
opened  a  joint  in  Las  Vegas,  where  he 
pulls  in  $8  million  a  year  with  a  gross 
profit  margin  three  times  higher  than 
the  original  restaurant's.  Lagasse  has 
also  found  success  in  Las  Vegas.  "We 
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#1  Overall 
Three  Years  in  a  Row 

"How  the  Discount  Brokers  Stack  Up" 


have  5,000  rooms  over  our  head," 
explains  Lagasse.  "We  can  keep  going 
all  night." 

In  the  same  spirit  of  following  the 
crowds,  Wolfgang  Puck  is  opening  a 
450-seat  "cafe"  at  Disney  World  next 
year.  He'll  serve  Asian  dumplings 
and  his  pizza.  Lagasse  is  countering 
with  an  upscale  restaurant  nearby  in 
a  Universal  Studios  theme  park  being 
developed  by  Steven  Spielberg.  Aver- 
age cost  per  meal:  $35. 

"The  restaurant  will  be  fused  with 
the  theme  park,  creating  an  enter- 
tainment zone,"  says  Lagasse.  "If 
people  are  going  to  put  down  that 
much  money  for  food,  they  want  a 
bit  of  theater." 

You  make  your  name,  then  you 
leverage  it  like  hell.  Puck  has  his  line 
of  frozen  pizza  and  pasta  dishes. 
Mark  Miller  has  chili  posters  (which 
have  sold  200,000  copies  at  $16  a 
pop)  and  Howlin'  hot  sauce,  which 
goes  for  $5.50  for  5  ounces. 

But,  of  course,  America's  fascina- 
tion with  food  isn't  confined  to 
expensive  restaurants.  Gourmet  cook- 
ing gadgets  and  related  housewares 
items  are  now  a  $25  billion  business, 
roughly  twice  the  level  of  ten  years 
ago.  Aid  what's  hot  in  die  restaurants 
determines  what's  hot  in  the  stores. 

Whole  roasted  garlic  cloves  were  a 
big  restaurant  fad  in  the  early  1990s. 
Jumping  on  the  trend,  Williams- 
Sonoma  sold  more  than  2  million 
$12  terra-cotta  garlic  bakers  in  1994, 
up  from  less  than  500,000  the  year 
before.  The  fad  has  faded  back  to 
fewer  than  500,000  units.  Not  to 
worry.  They've  been  replaced  by  this 
year's  trendy  items:  $149  braising 
pans  and  $12  potato  ricers. 

Big-ticket  items  are  selling,  too. 
Fridges  with  separate  temperature 
compartments  ($3,500  from  Sub- 
Zero,  Forbes,  Apr.  8)  and  $4,000 
French  stoves  are  no  longer  just  for 
the  professional  set.  Having  all  the 
extras  is  now  socially  "just  another 
way  to  show  your  sophistication," 
says  Public  Broadcasting's  Geof 
Drummond. 

Cookbook  sales — at  $2.2  billion  a 
year,  up  from  $1.6  billion  four  years 
ago — are  now  the  third  most  popular 
book  category,  behind  romance  and 
popular  fiction.  Some  1,000  cook- 
books are  on  the  market,  quadruple 
the  number  only  a  few  years  ago. 
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This  year,  the  nation's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  of  Products 
Mutual  Fund  Oflerings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994, 1995,  &  1996 


Our  Comprehensive  Scope 

Access  to  over  4,900  mutual  funds  ■ 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  850  and  growing) 

No-Load/Low-Load  Annuity  and 

Life  Insurance  buying  service 

(over  300  products)  ■ 


of  Services  Includes: 

FLAT  FEE  trading  through 
ComputerPATHSM  and 
PATH  On-LineSM  ($25  per 
trade  up  to  1 ,250  shares  or  20 
per  share  over  1,250  shares, 
$25  minimum) 

No  Annual  Fee  IRA  and  QRP 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


Rittp://pawws.com/jwc 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 

Jack  White,  President 


JackVthite  &  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


CN A  Public  Policy  Forum 


Fact  From  Fiction 


Juries  that  hear  tort  cases  today  frequently  are  asked  to 
distinguish  scientific  fact  from  fiction  during  their  delibera- 
tions. They  are  often  persuaded  to  render  verdicts  based  on 
unsound  evidence,  including  anecdotal  and  speculative  data. 

This  "junk  science"  has  widespread  impact,  affecting 
the  cost  and  availability  of  products  and  overburdening  the 
court  system  with  unwarranted  lawsuits. 

Given  the  stakes,  courts  should  insist  that  scientific  evi- 
dence and  expert  testimony  conform  to  statistically  valid 
methodology. 

Fallout  Is  Monetary  and  More 

Tort  verdicts  based  on  inaccu- 
rate or  incomplete  information 
continue  to  impose  enormous 
economic  and  other  hardships 
on  American  consumers,  busi- 
nesses and  government.  Phar- 
maceutical and  medical  device 
companies  often  hesitate  to 
introduce  new  products  or 
medical  innovations  for  fear  of 
lawsuits.  Valuable,  life-saving 
products  and  services  have  dis- 
appeared from  the  market- 
place due  to  junk  science. 

Litigation  involving  Ben- 
dectin,  a  morning  sickness 
drug,  is  a  case  in  point.  This 
valuable  drug  was  taken  off 
the  market  following  a  series  of 
lawsuits  that  contended  the 
drug  caused  birth  defects. 
Several  juries  in  the  mid-1980s 
awarded  millions  of  dollars  in  damages,  despite  over- 
whelming scientific  evidence  that  Bendectin  did  not 
cause  birth  defects. 

More  recently,  an  article  in  The  Neio  England 
Journal  of  Medicine  reported  that  concern  over  junk 
science-based  litigation  involving  silicone-filled  breast 
implants  is  threatening  the  availability  of  several  impor- 
it  medical  devices  that  use  silicone,  including  shunts, 
"s,  pacemakers  and  artificial  heart  valves. 


Dennis  H.  Chookaszian, 
Chairman  and  CEO, 
CNA 

"When  substances  or 
products  are  wrongly 
judged  as  unsafe,  there 
are  far  reaching 
consequences  for  the 
business  community  and 
the  general  public.  " 


When  substances  or  products  are  wrongly  judged 
as  unsafe,  there  are  far  reaching  consequences  for  the 
business  community  and  the  general  public.  ■ 

Assessing  Evidence  and  Experts 

The  Supreme  Court's  1993  decision  in  Daubert  v.  Merrell 
Dow  Pharmaceuticals  tightened  the  rules  on  the  admissi- 
bility of  scientific  evidence.  Theoretically,  no 
scientific  evidence  may  be  presented  to  the  jury  unless  it 
is  based  on  scientifically  valid  data. 

The  Daubert  ruling  also  dictated  that  lower-court 
judges  serve  as  "gatekeepers,"  who  screen  out  improper 
expert  testimony  and  only  allow  experts  to  present 
scientific  evidence  to  a  jury  if  it  is  based  on  scientifically 
valid  data.  Thus,  courts  applying  Daubert  should  no 
longer  allow  experts  to  engage 
in  speculation  or  hyperbole. 

However,  the  courts  do 
not  always  enforce  Daubert 
properly  and  some  judges  are 
uncomfortable  in  the  gate- 
keeper role,  particularly  when 
faced  with  emotional,  highly 
publicized  issues.  Even  when 
the  scientific  evidence  is  over- 
whelmingly one-sided,  judges 
are  reluctant  to  issue  rulings 
that  would  seem  to  deny 
plaintiffs  their  day  in  court. 
Other  judges  still  hesitate  to 
exclude  junk  science  due  to  a 
lack  of  confidence  in  their  own 
ability  to  determine  the  validi- 
ty of  scientific  evidence. 

Adding  to  the  confusion, 
judges  and  lawyers  often 
overrate  peer  review  in  judg- 
ing the  reliability  of  a  scien- 
tific report.  Peer  review,  a 
Daubert  criterion,  is  simply  a  minimum  qualifying  step 
for  acceptance  of  a  paper  by  a  scientific  journal.  It  is  not 
a  certification  of  high  quality  by  the  scientific  commu- 
nity at  large.  ■ 


David  Bernstein 
Evidence  Scholar 
and  Asst.  Professor 

George  Mason 
University  School 
of  Law 

"Some  judges  hesitate 

to  exclude  junk 
science  due  to  a  lack 
of  confidence  in  their 

own  ability  to 
determine  the  validity 
of  scientific  evidence." 
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Confusion  between  causal 
events  and  coincidence  is  often 
the  result  of  an  erroneous  under- 
standing of  mathematics.  People 
forget  that  a  numerator  always 
requires  a  denominator.  When  a 
doctor  sees  people  who  have  a 
certain  illness,  this  is  the  numer- 
ator. The  denominator  is  all  the 
people  who  share  similar  char- 
acteristics. To  find  out  if  an  event 
is  statistically  significant,  you 
need  to  know  what  proportion 
of  the  population  it  involves. 

It  takes  objective  epidemi- 
ological studies  to  determine  if 
a  medical  situation  is  a  fluke 
or  involves  risk  for  the  general 
population.  Legionnaire's 
Disease  is  one  example  where 
risk  was  validated.  The  impact 
of  spraying  Alar  (a  pesticide)  on 
apples,  which  was  said  to  cause 
cancer,  is  a  case  where  risk  may 
have  been  greatly  exaggerated. 
In  the  case  of  silicone  devices, 
like  breast  implants,  no  rep- 
utable study  has  demonstrated 
any  risk. 

The  information  explosion 
has  caused  the  general  populace 


to  distrust  science.  So  many  allegations  are  communi- 
cated through  the  media  that  it  is  difficult  to  distinguish 
fact  from  fiction.  The  same  problem  applies  to  juries. 
Sorting  through  a  mind-numbing  scientific  debate  in  a 
trial  is  very  difficult,  so  juries  often  issue  verdicts  and 
make  awards  based  on  fear  or  sympathetic  feelings. 
Independent  expert  panels  are  one  way  to  ensure  a 
more  balanced  verdict;  avoiding  jury  trials  in  tort  cases 
is  another  effective  option.  Judges  alone  hear  such  cases 
in  England.  ■ 

Toward  More  Stringent  Rules 

Business  leaders,  the  scientific-medical  community  and 
the  legal  profession  must  work  together  to  ensure  that 
scientific  testimony  adheres  to  strict  standards  of  scien- 
tific scrutiny. 

Also,  qualified  independent  scientific  experts  or 
panels  of  experts  appointed  by  the  judiciary  may  help 
ensure  that  verdicts  involving  complex  scientific  issues 
are  sound. 

The  overall  goal  is  to  make  it  more  difficult  for 
claims  based  on  junk  science  to  reach  juries. 


CNA  is  one  of  the  leading  insurance  organizations  in  the  U.S.  Active 
in  a  broad  range  of  insurance  businesses,  CNA  has  nearly  100  years  of 
experience,  assets  of  $60  billion  and  stockholders'  equity  of  $6.4  billion 
as  of  June  30,  1996.  CNA  is  a  registered  service  mark  of  the  CNA 
Finaiicial  Corporation. 


Cookbook  authors  who  used  to 
receive  SI 0,000  now  regularly  get 
six-fig.  ;  ■  ad\  ances,  says  Scribner  Vice 
Presideni  ;nd  Senior  Editor  Maria 
Guarnaschelii.  "They're  more  reliable 
than  any  other  kind  of  book." 

Lidia  Bastianich,  the  New  York- 
based  chef  and  owner  of  Felidia 
restaurant,  received  nearly  $400,000 
for  her  second  cookbook. 

Food  is  big  on  the  Internet.  Corn- 


room  frittata.  The  TV  Food  Net- 
work's Web  site  is  one  of  the  top  25 
on  America  Online,  with  160,000 
hits  monthly.  The  Chef's  Store  and 
hip  restaurants  like  Border  Grill  in 
Santa  Monica,  Calif,  have  sites  dis- 
pensing recipes  and  advice. 

The  ultimate  foody,  however,  will 
do  it  himself.  To  learn  how  to  braise 
veal,  spin  sugar  and  make  sauces, 
7,000  lawyers,  graphic  designers, 


Chef-cum-TV-star  Martin  Yan  in  San  Francisco 
Proving  you  can  cook  and  sell  cookbooks,  too. 


puter  systems  analyst  Kian-Lam  Fvho 
developed  and  maintained  the  money 
market  trading  systems  at  Bankers 
Trust.  He  has  since  switched  to 
cyberfood. 

In  June  he  quit  his  job  and  started 
the  Internet  Web  site  CuisineNet.  He 
says  he  is  getting  35,000  visits  a 
month  for  his  Web  site.  Browsers 
flock  there  for  restaurant  reference 
guides  or  information  about  polenta 
from  an  on-line  food  encyclopedia. 
It's  still  not  making  money  from  its 
advertising,  but,  says  Kho,  "I've 
turned  a  hobby  into  a  business." 

There  already  are  more  than  600 
food  and  cooking  sites,  not  counting 
sites  where  individuals  post  a  favorite 
recipe  for  barbecue  sauce  or  mush- 


computer  programmers  and  others 
will  this  year  pay  Manhattan's  Peter 
Kump  up  to  $475  for  a  one-  to  five- 
week  cooking  course.  Merrill  Lynch 
and  Revlon  have  rented  the  school 
for  employee  cooking  parties. 

But,  heck,  why  not  go  right  to  the 
source?  Lidia  Bastianich's  Esperienze 
Italiane,  a  new  travel  company,  offers 
a  gastronomic  tour  of  Italy's  Umbria, 
Tuscany  or  Veneto  regions  six  times  a 
year  at  $5,000  a  pop.  The  tour  com- 
bines art  and  history  with  visits  to 
famous  restaurants — you  get  to  chat 
with  the  chef.  Bastianich  expects  to 
pull  in  $600,000  worth  of  sales  from 
this  next  year. 

Shep  Gordon,  a  movie-producer- 
turned-chef-agent,   is  organizing 


Grand  Chefs  on  Tour,  a  sort  of  culi- 
nary fantasy  camp.  Write  a  check  for 
$2,500  a  couple  and  you  can  hone 
your  culinary  skills  at  a  luxury  hotel 
on  Maui.  Chefs  will  "perform" 
recipes  in  a  specially  built  outdoor 
kitchen.  "It's  filled  with  passion  and 
romance.  It's  not  unlike  the  tango, 
but  at  a  stove,"  orates  Gordon.  A  bit 
florid,  but  a  lot  of  people  take  their 
food  pretty  seriously. 

One  of  the  hottest 
tables  in  New  York  is  at 
the  Park  Avenue  Cafe, 
where  you  can  reserve  a 
table  for  a  group  of  up  to 
12  in  a  glass-enclosed  air- 
conditioned  room  in  the 
middle  of  the  restaurant's 
kitchen. 

Diners  so  positioned 
thus  have  an  up-close - 
and  -personal  view  of  chef 
David  Burke  preparing  his 
signature  pastrami  salmon 
or  swordfish  chop.  Burke, 
of  course,  is  available  for 
commentary.  But  don't 
plan  a  visit  soon.  The  ear- 
liest reservation  you  can 
get  is  in  December. 

More  diners  are  look- 
ing into  the  kitchen. 
Why?  The  chefs  ask  for 
it,  says  James  Rossant,  a 
New  York  architect  who 
plans  to  put  in  a  kitchen 
view  in  his  next  project, 
a  Chinese  restaurant  in 
Manhattan.  "Chefs  are 
media  stars,  so  you  make 
a  window,"  he  says. 
We're  not  talking  small  change 
here.  Americans  spend  an  average  of 
$6  billion  a  week  in  restaurants. 
Believe  it  or  not,  we  eat  half  our 
meals  in  restaurants.  Okay,  that 
includes  a  lot  of  McDonald's  ham- 
burgers and  lunches  on  the  run,  but 
more  and  more  it  is  premium-priced 
stuff  with  entertainment  trimmings. 
"Americans  are  traveling  more,"  says 
Scribner's    Maria  Guarnaschelli. 
"They  go  to  Tuscany  to  eat  beans." 

That  great  Italian  Leonardo  da 
Vinci  once  sourly  remarked  that 
humans  were  just  channels  for  food 
to  pass  through.  Maybe  so,  but  his 
countrymen  made  an  art  of  the  pas- 
sage and  Americans  have  enthusiasti- 
cally embraced  the  art.  WM 
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The  Ultimate 
Business^apon. 


With  the  Commanded  14B  our  time  and  money 
are  well  spent  and  we  are  more  productive. 
Knowing  our  support  people  can  be  there  within 
a  few  hours  if  a  problem  arises  gives  us  the 
ability  to  better  serve  our  customers. 


Jerry  Barnes,  Owner 
Fairfield  Trucking,  Hamburg,  Arkansas 


My  Commander  1 14B  is  an  exceptional 
airplane.  Telt  Construction  simply  could  not 
do  business  without  it.  It  enables  me  to 
manage  multi-million  dollar  projects  in  a  six 
state  area  and  grow  my  business  by  getting 
face-to-face  with  clients  and  prospects  on  a 
moment's  notice. 


Since  the  purchase  of  the  Commander  in  1992,  we 
have  been  able  to  save  time  and  money,  as  well  as 
open  new  markets.  Business  has  increased 
significantly  since  we've  had  the  Commander  1 14B.^^ 

Niles  Hanson,  President 
Northwest  Stamping  Company,  Eugene,  Oregon 


Running  a  business  is  like  warfare.  You  must  be  smarter,  faster  and  more  agile  to 
outmaneuver  your  competition.  Being  in  the  right  place  at  the  right  time  is  often  the  critical 
factor.  Mission  accomplished  with  Commander.  The  ultimate  business  weapon. 

You  don't  have  to  be  a  pilot  to  have  this  competitive  edge. 

As  part  of  the  Commander  Aircraft  Ownership  Program,  we  will  arrange  to  have  a  personal 
pilot  on  call  to  meet  your  transportation  needs.  This  turn-key  program  will  provide  you  with  a 
complete  transportation  strategy  designed  to  enhance  your  productivity,  while  allowing  sub- 
stantial tax  benefits.  The  Commander  program  includes  financing,  insurance,  service  and 
support,  hangar/storage,  flight  training  and  private  pilot  service.  Commander's  service  and  support 
network  of  more  than  140  Authorized  Sales  and  Service  Representatives  is  one  of  the  largest 
in  general  aviation  and  serves  Commander  owners  at  airports  around  the  world. 

The  affordable  cost  effective  transportation  program. 

For  approximately  $2,000  a  month*  your  company  can  own,  operate  and  maintain  its  own 
Commander  aircraft-that's  less  than  a  secretary  salary  and  the  money  you're  already  spending 
on  business  travel.  Commander  aircraft  deliver  the  ultimate  combination  of  performance, 
comfort,  safety  and  efficiency. 

Commander  1 14B,  1 14TC  (turbocharged),  1 14AT  (all-purpose  trainer).  Superior  design  and 
quality,  comprehensive  aircraft  ownership  programs  and  worldwide  service  and  support. 
Commander  is  setting  new  standards.  Call  (405)495-8080  to 
arrange  a  briefing. 
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Commander 


AIRCRAFT  COMPANY 

ommander  Aircraft  Company,  7200  Northwest  63rd  Street,  Bethany,  Oklahoma  73008  Telephone:  (405)  495-8080  Facsimile:  (405)  495-8383 


1996  Commander  Aircraft  Company 


Commander.  The  Highest  Standard. 


ids  America  has  a  niche  strategy 
conventional  practices. 


e  pizza 
connection 


By  David  S.  Fondiller 

Decked  out  in  a  white  coat  and  hard 
hat,  William  (Billy)  Rosenthal,  head 
of  Foodbrands  America's  kpr  Foods 
division,  is  doing  what  he  does  best: 
stroking  important  customers. 

Grinning  and  cracking  jokes,  Rosen- 
thal leads  a  group  of  Pizza  Hut  man- 
agers through  his  pepperoni 
plant's  huge  drying  rooms, 
where  330,000  sticks  of  pep- 
peroni— each  5  feet  long — 
hang  from  movable  racks. 

Pizza  Hut  buys  some  $30 
million  worth  of  pepperoni 
each  year  from  Rosenthal, 
and  Billy  wants  to  make  sure 
the  pizza  men  are  duly 
impressed  with  the  cleanli- 
ness and  efficiency  of  his 
Dallas,  Tex.  facility.  They  are. 

Rosenthal,  46,  who 
learned  the  meat  trade 
from  his  father,  whose  Fort 
Worth,  Tex.  company  cut 
steaks  for  hotels  and  restau- 
rants, has  something  else 
up  his  sleeve:  getting  the 
clients  together  with  his 
colleagues  at  the  Food- 
brands  Deli  division.  Sure 
enough,  Pizza  Hut  winds 
up  buying  Foodbrands' 
ham,  too.  "It's  all  a  people 
business,"  Rosenthal 
explains.  "It's  just  a  matter 
of  introducing  people  to  people." 

Rosenthal's  exuberant  cross-mar- 
keting efforts  are  at  the  forefront  of 
Foodbrands'  contrarian  strategy: 
building  up  lots  of  profitable  small 
niches  rather  than  focusing  on  any 
one  core  business. 

The  parent  company,  Oklahoma 
City-based  Foodbrands  America,  Inc. 
(sales,  $751  million),  formerly  got 
over  a  third  of  its  sales  from  a  line  of 


retail  pork  products  acquired  in  1988 
from  the  old  Wilson  meatpacking 
business:  hot  dogs,  ham,  sausage  and 
sliced  bacon.  It  was  a  lousy,  low- 
margin  operation.  Foodbrands  Chief 
Executive  R.  Randolph  Devening 
sold  the  unit  to  Thorn  Apple  Valley 


William  (Bi 
You  want 


ly)  Rosenthal,  head  of  Foodbrands'  KPR  Foods 
pepperoni?  We  got  pepperoni.  Lots  of  it. 


in  May  1995  for  $76  million. 

Today,  Foodbrands  isn't  big  in  any- 
thing big.  But  it  has  1,600  products 
and  is  the  market  leader  in  a  lot  of 
profitable  niches:  It's  the  number  one 
supplier  of  pepperoni  and  precooked 
pork  and  beef  toppings  to  America's 
pizza  industry — selling  Italian  sausage 
to  both  Pizza  Hut  and  Domino's. 

It  has  the  leading  market  share  in 
partially  baked  and  self-rising  pizza 


crusts,  deli  ham  and  food-service 
frozen  burritos.  In  addition  to  pizze- 
rias, its  customers  include  casual 
dining  chains  (Boston  Market,  Red 
Lobster,  Chili's),  warehouse  clubs 
(Sam's),  grocery  store  delis,  and 
wholesale  distributors  that  supply 
mom-and-pop  restaurants,  hospitals 
and  schools  (Sysco,  Alliant). 

For  future  acquisitions,  Devening 
has  decreed  that  Foodbrands  will  buy 
only  companies  that  make  "value- 
added  products"  with  strong  niche 
market  positions  and  cash  flow  mar- 
gins of  at  least  10%. 

In  December  1995  he  found 
Rosenthal's  $99  million  (sales)  KPR 
Foods,  which  makes  specialty  sauces 
and  soups  as  well  as  pepperoni  and 
sausage,  and  $25  million  (sales)  TNT 
Crust,  a  Green  Bay,  Wis. -based  maker 
of  pizza  crusts.  Bought  for  a  total  of 
$158  million  in  cash,  they 
S  deepened  the  company's 
|  reach  into  key  niche  mar- 
z  kets  and  also  provided 
access  to  international  mar- 
kets through  a  European 
joint  venture. 

It  seems  to  be  working. 
Foodbrands'  cash  flow 
margin  increased  from 
4.3%  in  1993  to  9.7%  (pro 
forma)  in  1995.  This  year 
the  company  expects 
slightly  lower  margins  of 
9.5%,  primarily  because  of 
the  higher  costs  of  pork, 
wheat  and  cheese. 

David  Goldman,  a  food 
analyst  with  Robinson- 
Humphrey,  estimates  that 
Foodbrands  will  earn  $9 
million,  or  71  cents  a  share, 
in  fiscal  1996,  an  8%  drop 
over  last  year.  He  expects  it 
division        to  rise  to  $1  in  1997. 

New  York  investment 
firm  Joseph  Littlejohn  & 
Levy  owns  43%  of  the 
company's  12.5  million  shares.  A 
6.5%  chunk  is  held  by  the  Greenwich, 
Conn. -based  Airlie  Group. 

There's  still  a  lot  of  debt  on  the 
company's  books,  $332  million,  but 
cash  flow  is  strong  and  Devening  has 
just  restructured  the  debt.  Let  others 
slim  themselves  down  to  tightly 
focused  core  businesses.  Foodbrands 
is  out  to  show  that  there  are  other 
ways  to  run  a  company.  ■ 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria.] 


Riviera  by  Buick 


■c  I  Riviera  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
mi  ?40-hp  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Visit  our  Web  site  at 
ffi  http://www.buick.com  or  call  1-800-4-RIVIERA  for  personalized  information. 


$399.00  per  month  (or  30  months  $1,995.00  DOWN  PAYMENT.  $2,844.00  due  at  lease  signing  (first  month's  payment  of  $399.00.  plus  $450  00  refundable  security  deposit,  plus  down  payment).  Taxes,  license,  title  fees,  and  insurance  extra. 
MAC  must  approve  lease.  Special  lease  program  available  only  on  a  '97  Buick  Riviera  equipped  with  option  package  SE,  3800  Series  II  Supercharged  engine,  leather  trimmed  bucket  and  heated  memory  seats,  and  Astroroof  (in  CA,  OR.  WA,  and 
D,  Riviera  equipped  with  option  package  SG  and  Astroroof).  Monthly  payments  total  $1 1 ,970.00  Payments  may  be  higher  in  Alabama,  Connecticut,  Hawaii,  New  York,  Rhode  Island.  Texas  and  Virginia  Option  to  buy  at  lease  end  for  price 
I  Jetermined  at  lease  signing.  Mileage  charge  of  $.15  per  mile  over  30,000  miles  Lessee  pays  for. excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  December  31, 1996.  This  is  a  special  GMAC  lease  program.  See  your 
jarticipating  dealer  for  qualification  details 
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Intelligent       your  data  on  the  network  in  case  of 


Manageability  is  kind       failure;  but  now,  thanks  to  our  new 


Thermal       °^  '''<c  Extra  Sensory       PDCD  drive  backup,  it  also  preserves 


Perception  for  a  computer  and  every  your  data  locally. 

new  Compaq  Deskpro  has  it.  It  lets  you  Okay,  so  our  newest  version  of 

know  if  something's  going  to  happen  Intelligent  Manageability  is  smart, 

before  it  actually  does.  This  way  you  can  But  affordable?  Considering  that  the 

manage  all  of  the  desktops  on  your  net-  Deskpro  line  from  Compaq  starts  at 


work  from  one  location. 

Taking  inventory,  for  instance,  of 


around  $1,100,'  we  think  so. 


because  we  deliver  continuallv  updatl 


Equally  impressive  are  the  high-        support  software  via  our  Web  site  a 


all  hardware  and  software  is  done  simply  performance  features.  Up  to  Pentium"  CDs.  And  so  is  upgrading  and  serviciJ 

and  efficiently  from  one  Deskpro.  Or  if  Pro  200  processors.  Choice  of  PCI  thanks  to  a  quick-release  CPU  hoi 

a  hard  drive's  about  to  fail  anywhere,  graphics.  Plus  a  choice  of  EIDE  and  and  accessible  components!* 

you'll  know  ahead  of  time.  As  before,  Ultra  SCSI  hard  drives!*  In  the  end,  Intelligent  Manag 
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Getting  fired  at  Goodyear  was  maybe 
the  best  thing  that  ever  happened 
to  immigrant  Jacques  Sardas. 


"Jack  likes  the  test" 


By  Bernard  Condon 

Jacques  (Jack)  Sardas,  an  immi- 
grant to  Brazil  from  Egypt,  started 
out  in  the  mail  room  in  Goodyear 
Tire  &  Rubber's  Sao  Paulo  office. 
Sardas  had  no  college  education  and 
spoke  broken  English. 

Two  years  later  he  was  given  the 
chance  to  run  a  department  that 
sold  radiator  hoses,  fan  belts  and 
other  moneylosing  products  that 
previous  managers  had  given  up  on. 
Sardas  made  it  profitable  in  six 
months. 

Goodyear  gave  him  all  the  dirty 
jobs.  Several  promotions  later  he  was 
running  Goodyear's  unprofitable 
French  operations,  with  2%  of  the 
market.  Seven  years  later  Goodyear 
was  making  money  in  France  and 
chipping  away,  with  a  10%  share,  at 
market  leader  Michelin. 

By  1988  Sardas  was  Goodyear's 
number  two,  running  its  $8.2  billion 
(sales)  worldwide  tire  business.  He 
reported  to  Chief  Executive  Tom 
Barrett.  "I  was  a  bit  of  a  maverick,  a 
hard-nosed  guy,"  Sardas  says.  "But 
very  determined." 

Abrasive  might  be  more  accurate. 
In  March  1991  Barrett  called  Sardas 
into  his  office  and  bounced  him. 
Barrett  was  tired  of  the  increasingly 
contentious  fights  he  and  Sardas  had 
been  having  about  how  to  turn 
Goodyear  around.  The  company 
had  just  posted  one  of  its  biggest 
quarterly  losses  in  history — $90  mil- 
lion on  $2.5  billion  in  sales — and 
was  struggling  to  pay  interest  costs 
of  $1  million  a  day  on  money  bor- 
rowed to  battle  raider  James  Gold- 
smith four  years  earlier.  The  compa- 
ny's chief  was  under  pressure  from 
its  directors  to  do  something. 

Barrett  figured  firing  Sardas 
would  buy  him  some  time.  It  didn't. 


He  got  exactly  three  months,  then 
Goodyear's  directors  axed  him. 

How  did  Sardas  react  to  the 
ignominy  of  being  fired?  He  went 
running.  Then  60,  he  ran  12  miles 
through  the  streets  of  Akron,  Ohio 
and  headed  to  his  basement,  where 
he  lifted  weights  for  an  hour.  "I 
abused  my  body,"  he  admits.  His 
anger  dissipated  by  the  exercise,  he 
sat  down  and  thought  about  the 
future.  Money  was  not  the  problem. 

u When  you  do  nothing,  you  catch 
cold  and  die,"  he  says.  Retirement 
was  not  an  option. 

Sardas  had  few  interests  beyond 
work;  he  didn't  follow  sports,  play 
golf  or  partake  of  popular  culture. 
"Who's  Mick  Jagger?"  Sardas  once 
asked  after  a  Goodyear  colleague 
pointed  out  the  rocker  from  across  a 
London  restaurant  where  they  were 
dining.  "Does  he  work  for  us  here?" 

Three  major  manufacturing  con- 
cerns tried  to  recruit  Sardas  as  a 
number  two,  but  he  had  no  interest. 
"As  number  two,  I  had  to  sell  my 
ideas  a  lot,  and  I  had  to  be  commit- 
ted to  the  sacred  cows  of  someone 
else,"  he  says.  "I  didn't  want  to  be 
stuck  in  that  position  again." 

So  Sardas  added  swimming  to  his 
daily  regimen,  mulled  over  the  idea 
of  buying  a  small  company  and 
drove  his  wife  nuts  suggesting  ways 
she  could  rejigger  her  errands  to 
make  her  days  more  efficient. 

Six  months  of  unwelcome  idleness 
had  passed  when  Sardas  got  a  call 
from  Roulston  &  Co.,  a  Cleveland 
investment  firm  headed  by  bottom- 
fisher  Thomas  Roulston.  The  firm 
had  just  made  a  bet  on  Sudbury, 
Inc.,  a  down-and-out  auto  parts  sup- 
plier in  Cleveland,  buying  its  junk 
bonds  for  around  7.5  cents  on  the 


Sudbury  Chief 
Jacques  Sardas 
Six  months  into 
forced  retirement 
he  jumped  onto 
a  sinking  ship, 
or  so  friends  said. 
Now  he's  $30 
million  richer. 
Retirement? 
"When  you  do 
nothing,  you 
catch  cold  and 
die,"  he  says. 
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dollar.  Roulston  introduced  Sardas 
to  the  creditors'  committee,  which 
pressed  the  company  to  make  Sardas 
an  offer. 

Sudbury  had  gone  on  a  buying 
spree  in  the  1980s,  acquiring 
everything  from  a  company  that 
helped  make  fuel  cells  for  the 
space  shuttle  to  a  maker  of  plastic 
angels  and  Virgin  Marys  for 
coffins.  Unprofitable  since  1988, 
in  1990  the  $456  million  (sales) 
firm  could  no  longer  make  inter- 
est payments  on  its  $163  million 
debt.  Its  four  banks  were  pressing 
for  liquidation.  "A  lot  of  guys 
were  saying,  'Can  you  imagine 
the  former  number  two  at 
Goodyear  thinking  about  getting 
involved  with  Sudbury?'1'  says 
Roulston. 

But  he  decided  to  ask  him 
anyway  and,  to  his  pleasant  surprise, 
Sardas  said  yes.  "Jack  likes  the  test," 
says  Roulston. 

Friends  advised  Sardas  to  stay 
away.  "Hey,  I  was  once  going  to  sell 
cakes  on  the  streets  of  Sao  Paulo  for 
a  living,"  he  says.  Things  at  Sudbury 
couldn't  be  worse  than  what  he'd 
been  through  as  an  immigrant  kid. 

A  refugee  from  Gamel  Abdel 
Nasser's  anti-Semitism,  in  1957,  at 
age  26,  Sardas  fled  to  Brazil  with  his 
pregnant  wife,  $200  in  cash  and  no 
Portuguese.  Determined  to  learn  the 
language  during  the  three-week  boat 
trip,  Sardas  sidled  up  to  Brazilians  to 
overhear  their  conversations.  Later, 
he  would  practice  the  phrases  alone 
with  his  wife. 

Three  days  after  arriving  in  Sao 
Paulo,  he  passed  an  hour-long  inter- 


view conducted  in  Portuguese 
for  a  clerk's  job  at  Banco 
Brasul  de  Sao  Paulo. 

The  $200-a-year  salary,  sup 
plemented  by  a  part-time  job 
moving  boxes  at  a  warehouse, 
barely  paid  the  rent.  He  and 
his  pregnant  wife  slept  on 
wooden  crates  they  had  used 
to  ship  their  belongings  over 
from  Egypt. 

Sardas  wasn't  shy.  He  found 
the  names  and  addresses  of 
every  U.S.  multinational  and 
other   major   companies  in 
Brazil — 300  in  all — and  wrote 
to  them  looking  for  work. 
Charles   Pilliod,   then  sales 
director  of  Goodyear's  Brazil  opera- 
tions, was  impressed  with  Sardas' 
initiative  and  gave  him  a  job  as  mail 


clerk  and  odd-jobs  man  at  the  com- 
pany's Sao  Paulo  office,  at  a  20% 
gain  in  pay. 

A  guy  like  this  isn't  going  to 
let  getting  fired  from  his  job  ~~ 
keep  him  down. 

The  terrain  at  Sudbury 
looked  familiar;  its  main  prob- 
lem was  oddly  similar  to 
Goodyear's:  too  much  debt 
and  too  little  pressure  to  do 
something. 

On  Jan.  11,  1992  Sudbury 
filed  for  bankruptcy;  three 
days  later  Sardas  became  chief 
executive,  the  sixth  person  to 
hold  the  job  in  12  months. 

Sardas  cut  the  headquarters 
staff  from  28  to  9;  within  a 
year  he  had  sold  16  of  the 
company's  22  subsidiaries.  The 


sales  raised  $38  million,  which  he 
then  used  to  eliminate  Sudbury's 
bank  debt. 

His  salary  at  the  company  was 
$360,000,  one-half  what  he'd  made 
at  Goodyear.  But  Sardas  wangled  a 
deal  giving  him  rights  to  1.8  million 
shares  of  the  company's  stock- — 15% 
of  the  shares  outstanding — exercis- 
able at  a  penny  apiece.  At  the  time, 
the  stock  was  trading  at  about  14 
cents  a  share. 

Eight  months  after  the  company 
entered  bankruptcy,  bondholders 
converted  their  $86  million  in  unse- 
cured debt  to  80%  of  the  company's 
equity  and  a  $10  million  subordi- 
nated note  due  in  1997.  Sudbury 
left  bankruptcy. 

The  rest  is  fairly  predictable. 
Sardas  invested  in  new  equipment 
and  won  a  contract  worth  $30 
million  annually  from  Ford 
Motor.  Sudbury  earned  $16  mil- 
lion in  its  fiscal  year  ended  in 
May,  more  than  double  what  it 
made  two  years  ago.  Its  stock, 
which  hit  a  low  of  94  cents  soon 
after  leaving  bankruptcy,  is  now 
around  12/4.  Sudbury's  sales  this 
year  are  expected  to  exceed  $300 
million. 

Sudbury  shares  jumped  20%  in 
September  when  Park-Ohio 
Industries,  a  diversified  manufac- 
turer, offered  to  buy  it  for  $170 
million.  Other  bids  are  expected. 
Some  analysts  think  Sudbury  can 
fetch  $14  a  share. 

If  Sardas  sells  out,  he'll  walk 
away  with  over  $30  million  for  4Vi 
years'  work.  If  we  know  our  man,  he 
still  won't  retire.  Bi 
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ASSET  MANAGEMENT 


that  kind  of  money,  you  have  to  perform 
better  than  others. 


AXA  ranks  as  the  third  largest  insurer  with 
$300  billion  in  assets  under  management. 
That's  more  than  600  times  the  amount  of 
just  20  years  ago.  Much  of  this  growth  has 
come  from  The  Equitable  -  our  U.S.  member 
-  whose  outstanding  investment  capabilities 
cover  almost  every  asset  category.  Also 
over  the  same  time,  AXA  has  multiplied  its 
revenues  1 80  times  and  its  total  net  income 
220  times.  Whether  working  for  our  clients, 
or  managing  our  own  operations,  performance 
is  AXAs  priority.  So  it's  clear  we  mean  business 
when  we  say : 


Go  ahea 


you  can  rely  on  us 


INSURA 


WITH  OUR  U.S.  MEMBER, 


The  Cayre  brothers  learned  about  business  from  their  immigrant  father.  They 
learned  so  well  that  even  master  retailer  Sam  Walton  took  lessons  from  them. 

Scholars  of  shelf  space 


By  Bruce  Upbin 


Shopping  a  GoodTimes  rack  at  Blockbuster 

No  hits,  just  a  big  choice  of  low-priced  product. 


The  Cayre  brothers — Joseph,  55, 
Stanley,  60,  and  Kenneth,  53  are  a 
close-knit  family.  Members  of  New 
York  City's  Sephardic  Jewish  com- 
munity, they  live  within  walking  dis- 
tance of  one  another  and  their  syna- 


gogue in  Brooklyn,  and  they  spend 
their  weekends  togedier  on  the  New 
Jersey  shore. 

Though  they  despise  publicity, 
Forbes  sought  them  out.  Why? 
Because  tiiey  are  such  masters  of  the 


fine  art  of  retailing  that  we  felt  our 
readers  should  know  something 
about  them.  Only  Joe  would  talk  to 
Forbes,  but  talk  he  did  and  so  did 
their  many  admirers  in  the  trade. 

To  see  how  the  Cayres  operate, 
Forbes  paid  a  visit  to  the  Wal-Mart 
in  Middle  Island,  N.Y.  In  the  con- 
sumer electronics  department  there 
was  a  2-foot-by-4-foot  rack  of  $7 
home  videos  at  the  end  of  the  aisle 
closest  to  the  cash  register — the  most 
sought-after  real  estate  in  the  empo- 
rium. No  hits  on  that  rack.  Just 
obscure  westerns  like  Grayeajjle, 
videos  of  playful  kittens  and  repack- 
aged Beverly  Hillbillies  episodes  from 
the  late  1960s.  They're  all  from  the 
Cayres'  entertainment  company, 
GoodTimes. 

Hit  movies  like  Pocahontas  or 
Jumanji  were  two  aisles  away  from 
the  register.  GoodTimes  gets  this 
kind  of  prime  shelf  space  in  Wal- 
Marts,  Kmarts  and  warehouse  clubs 
all  over  the  country.  Why?  Because 
the  Cayres  know  how  to  make  retail- 
ers money. 

"People  think  we  have  some  kind 
of  an  in  with  Wal-Mart.  If  you  knew 
anybody  at  Wal-Mart,  you'd  know 
how  untrue  that  is.  They  hate  every- 
body," says  Joe  Cayre.  "The  only  way 
you're  in  with  them  is  if  you  make  a 
lot  of  profit  without  risk." 

Retailing  is  in  the  family  blood- 
stream. Their  father,  Jack,  a  jovial 
Syrian  immigrant,  sold  whiskey  and 
cigarettes  aboard  a  Miami-Bahamas 
pleasure  boat  in  the  1940s.  He  also 
opened  a  souvenir  shop  in  Miami 
Beach  selling  plastic  pink  flamingos. 
He  taught  his  children  the  basics:  Sell 
what  people  want  to  buy,  sell  what  no 
one  else  is  selling,  and  always  have 
product.  With  a  father  like  that,  who 
needs  an  M.B.A.?  None  of  the  broth- 
ers graduated  college.  They  were  in 
too  much  of  a  hurry 

In  the  1960s  the  sons  moved  to 
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New  York  City.  In  1969  they  started 
a  record  label  to  license  and  distrib- 
ute Latin  music.  The  Miami-raised 
Cayres  knew  that  the  Hispanic 
market  was  bigger  than  the  record 
companies  realized. 

To  stimulate  demand  they  brought 
Mexican  and  Spanish  performers  to 
the  U.S.  and  staged  concerts  in  His- 
panic neighborhoods.  By  the  late 
1970s  their  Salsoul  record  label  had 
$49  million  in  sales  and  70%  of  the 
Latin  record  market.  Sure  enough, 
CBS,  Warner  and  RCA  started  their 
own  Latin  record  divisions.  In  1979 
RCA  bought  many  of  SalsouPs  record- 
ing contracts  for  an  estimated  $100 
million. 

The  brothers  went  looking  for 
their  next  opportunity,  vcrs  were 
then  in  their  early  stages.  Salesman 
Joe  Cayre  traveled  to  video  stores  to 
learn  what  customers  wanted. 
Answer:  a  movie  selling  for  $10.  At 
the  time  videos  were  priced  anywhere 
from  $39.95  to  $90. 

But  the  studios  owned  all  the  good 
stuff.  Joe  Cayre  found  25  public 
domain  titles.  He  bought  the  mas- 
ters, made  copies,  and  had  a  slate  of 
films,  royalty-free.  With  no  royalties 
to  pay,  he  could  price  his  product  at 
$9.99  retail  and  still  make  money. 

In  1984  he  paid  a  visit  to  Wal-Mart 
headquarters  in  Bentonville,  Ark.  The 
buyers  there  had  never  seen  such 
cheap  videos  before.  "I  told  them 
they  could  sell  $10  million  of  these 
the  first  year.  They  said  I  was  full  of 
it,"  says  Cayre. 

So  he  sweetened  the  deal.  He 
offered  to  pay  the  freight  costs  and 
buy  shelf  space  near  the  front  of  the 
store.  In  short,  Cayre  offered  to 
shoulder  all  the  risk:  If  the  videos 
didn't  sell,  Cayre  would  pay  the 
return  freight.  At  $7  wholesale  each, 
Wal-Mart  could  make  slightly  higher 
margins  and  move  a  lot  more  prod- 
uct with  such  an  impulse  buy.  Cayre 
got  a  purchase  order  for  $1  million  in 
videotapes. 

With  their  foot  in  the  door,  the 
Cayres  spent  $18  million  from  the 
record  business  to  build  the  first 
phase  of  the  tape  duplicating  facility 
in  New  Jersey,  now  capable  of  spit- 
ting out  300,000  tapes  per  day. 

Later  Cayre  went  back  to  Ben- 
tonville looking  for  more  business. 
While  Cayre  sat  in  the  waiting  room, 
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You  know  ADT.  They're  the  biggest  and  the  best  at  providing  peace  of 
mind.  You  see  their  name  everywhere — at  businesses  and  homes  where 
people  who  care  about  security  are  doing  the  right  thing.  They're  getting 

Security 

Systems  security  systems  with  24-hour  monitoring. 
Now  you'll  see  ADT  at  another  place  where  people  care 
about  doing  the  right  thing:  RadioShack — your  new  head- 
quarters for  ADT  Any  questions7  With  6,700  RadioShack 
stores  nationwide,  we're  just  around  the  corner. 


RadioShack 

You've  got  questions. 
We've  got  answers." 


ADT  AND  RADIOSHACK.  TAKING  THE  INSECURITY  OUT  OF  HOME  SECURITY. 


T.  ROWE  PRICE  HEALTH  SCIENCES  FUND: 

A  DYNAMIC  APPROACH 
TO  LONG-TERM  GROWTH 


T.  Rowe  Price  Health  Sciences  Fund  seeks  to  take  advantage  of  the 

dynamic  changes  now  shaping  the  health  sciences  field.  Baby  boomers 
are  aging,  and  their  demand  for  health-related  goods  and  services  will 
increase.  Technological  advances  are  reshaping  medical  treatment  and 
inspiring  new  research.  The  future  holds  promise  of  further  important 
developments,  offering  opportunities  for  investors  seeking  aggressive 
long-term  growth. 

The  fund  invests  across  a  wide  range  of  products,  services,  and 
industries  in  the  health  sciences  field — from  pharmaceuticals  and 
biotechnology  to  nursing  homes  and  agriculture — to  take  advantage 
of  these  exciting  opportunities. 

The  risks  of  investing  in  this  field  are  commensurate  with  the  rewards. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-7883 


Invest  With  Confidence 

T.RoweRice 


•tki 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  hefore  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  HSF032857 


GoodTimes'  copycat  videos 
Let  Hollywood  pay  for  advertising. 


in  strode  Sam  Walton.  He  spotted 
Cayre  and  bellowed,  "What  do  you 
do  here,  son?" 

"Sell  videos,"  responded  Cayre. 
"Well,  jump  in  the  truck!  Let's  go 
down  to  Store  100,"  said  Walton. 
The  man  who  at  the  time  controlled 
over  $6  billion  in  retail  sales  wanted 
to  learn  how  to  sell  more  videos. 
Cayre  was  an  eager  instructor. 

Back  at  Sam's  office,  Cayre 
made  a  sketch  of  an  ideal  rack  for 
tapes.  It  would  have  enough 
room  to  turn  the  boxes  facing 
out  so  they  would  be  easy  to 
see.  Sell  them  all  at  the  same 
price,  said  Cayre.  That  way 
the  customer  would  have  to 
make  only  one  decision: 
Which  title  did  he  want? 
Standard  retail  tricks,  but 
they  hadn't  been  applied 
to  videocassettes  before. 

Walton  loved  the  idea 
and  GoodTimes  filled 
the     racks    with  its 
obscure  titles.  Good- 
Times'  first-year  rev- 
enues of  $3  million 
grew  to  $30  million  by 
the  next  year. 

The  money  pouring  in  allowed 
GoodTimes  to  buy  licenses  for 
better-known  movies  like  Close 
Encounters  of  the  Third  Kind  and  to 


reshoot  a  generic  exercise  video  it 
owned,  but  this  time  using  model 
Cindy  Crawford. 

Note  this:  Most  people  would  have 
been  tempted  to  move  on  and  pro- 
duce their  own  movies — for  the  glam- 
our of  it,  and  on  the  theory  of  verti- 
cal integration.  The  Cayres  are  careful 
not  to  let  ego  get  in  the  way  of  sound 
business.  No  movies. 


GoodTimes  videos 
Cheap  to  produce, 
easy  to  sell. 


Better  to  piggyback  on  other 
people's  movies.  GoodTimes' 
ine  of  30-  to  45-minute 
animated    movies  for 
children  include  titles 
like    Snow  White, 
Aladdin,  Pinocchio 
and  Beauty  and  the 
Beast.  Sound  famil- 
iar? Each  was  timed  to 
coincide  with  the  release 
of  the  same  Disney  feature 
on  video.  Their  knock-offs 
angered  Disney  enough  to  spark 
1993  trade  infringement  suit. 
Disney  lost. 

What  the  Cayres  do  spend  their 
money  on  is  getting  and  keeping 
shelf  space.  Right  from  the  start, 
GoodTimes  invested  heavily  in 
technology.  In  the  1980s  it  spent 
$25  million  for  a  satellite-linked 
computer  system  to  track  and 
replenish  each  sold  video.  A  Cayre  - 
owned  rack-jobbing  company  that 
stocks  the  shelves  in  stores,  with 
500  field  representatives,  makes 
sure  that  product  is  prominently 
displayed.  Not  even  Disney,  which 
dwarfs  GoodTimes  with  an  estimat- 
ed $2  billion  in  annual  U.S.  video 
revenue,  has  this  ability  full-time  in- 
house. 

Latin  music  didn't  last  forever  for 
the  Cayres.  Neither  will  videos. 
GoodTimes'  sales  growth  has 
slowed  as  deeper-pocketed  stu- 
dios have  moved  in  on 
the  $9  billion  video 
market.  Of  the 
major  studios  only 
MCA/Universal  still 
licenses  movies  to 
GoodTimes.  Almost 
$1  billion  in  box  office 
hits  are  going  straight  into 
video  this  fall.  The  studios 
have  learned  there's  more 
profit  in  $19.95  videos  than  in 
$89  videos.  Titles  like  Indepen- 
dence Day,  Twister  and  Toy  Story 
will  be  on  shelves  for  $20  right  next 
to  GoodTimes'  fare. 

But  the  Cayres  knew  this  was 
inevitable.  By  1993  Joe  Cayre  saw 
that  his  video  niche  was  being  taken 
away.  He  looked  around  for  the  next 
big  thing.  Ronald  Chaimowitz,  a 
former  GoodTimes  Home  Video 
employee,  happened  to  call.  He  sug- 
gested they  go  into  PC  game  soft- 
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Corporate  Headquarters 
1717  Arch  Street,  35th  Floor 
Philadelphia,  PA  19103-2768 
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is  the  nation's  leading  provider  of  Technical  Outsourcing  Solutions, 
CDI  utilizes  its  14,000  Engineers,  CAD  Designers,  Systems  Analysts, 
Programmers  and  other  professionals  to  provide  engineering,  technical, 
and  information  services  to  its  customers.  These  services  are  performed 
at  the  customer's  premises  or  in  CDI's  Technical  Centers  which  comprise 
1,250,000  sq.  ft.  of  development  facilities. 


Listed  on  the  New  York  Stock  Exchange 


Founded  in  1950  /  Revenues  Exceeding  $1.4  Billion 
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ware.  The  result  was  GT  Interactive. 

Chaimowitz,  a  brainy,  fast-talking 
marketer  who  competed  against  the 
Cayres  in  the  Latin  music  business  in 
the  1970s,  was  put  in  charge  of  the 
new  venture.  He  saw  a  way  to  play 
the  software  business  the  same  way 
the  Cayres  succeeded  in  the  music 
and  video  businesses.  Secure  the  dis- 
tribution and  shelf  space,  then  use  it 
as  a  selling  point  to  attract  games 
from  talented  developers. 

Shelf  space  wasn't  a  problem.  In 
1994  Wal-Mart  asked  GT  Interactive 
to  organize  its  software  displays.  In 
return  GT  became  Wal-Mart's  pri- 
mary software  supplier.  A  similar 
deal  with  Target  followed  in  1996. 
Now  almost  every  software  publish- 
er, including  Microsoft,  goes 
through  GT  to  get  onto  shelves  at 
those  chains.  These  third-party  sales 
will  account  for  42%  of  GT's  1996 
revenues  of  about  $380  million. 


The  deals  with  Wal-Mart  and 
Target  make  GT  very  attractive  to 
game  developers.  In  1993  developer 
id  Software  in  Mesquite,  Tex.  grant- 
ed GT  rights  to  publish  its  three-year- 
old  action  game  called  Wolfenstein 
3D.  Using  GoodTimes'  direct-to- 
store  distribution  and  500-man  mer- 
chandising force,  Chaimowitz  flood- 
ed the  market  with  the  game. 

"Wolfenstein  was  near  death,  and 
somehow  they  managed  to  sell  more 
than  100,000  units,"  marvels  id 
Chief  Executive  Jay  Wilbur.  Subse- 
quently id  let  GT  publish  its  Doom 
series,  which  to  date  has  generated 
more  than  $70  million  at  retail. 

To  keep  the  hits  coming,  the 
Cayres  had  to  do  something  very 
hard  for  them:  take  the  GT  Interactive 
portion  of  their  company  public. 
Why  was  this  necessary?  Because  the 
Cayres  felt  they  needed  to  buy  game 
developers,  and  this  required  having 


a  publicly  traded  stock. 

In  December  1995  GT  raised  $150 
million.  Most  of  that  went  to  acquire 
game  developers  like  Humongous 
Entertainment,  publisher  of  the  Putt- 
Putt  children's  series,  and  Formgen, 
publisher  of  bestselling  action  game 
Duke  Nukem  3D. 

GT  plans  to  keep  buying  develop- 
ers and  signing  games  to  exclusive 
publishing  deals  as  fast  as  possible. 
The  nearly  $2  billion  market  is  frag- 
mented. Year  to  date  GT's  10%  share 
is  second  only  to  industry  veteran 
Sierra  On-Line.  Microsoft  has  5%. 
But  one-fifth  of  U.S.  homes  have 
multimedia  PCs,  and  the  mass  market 
is  starting  to  build. 

Says  Cayre,  "There's  a  huge  con- 
solidation in  software  coming.  Wal- 
Mart  said  to  me,  'In  five  years  we 
think  our  software  business  will  grow 
from  the  $200  million  we're  doing 
now  to  $1  billion.'  "  ■■ 
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The  1990s  have  become  known  as  the  decade 
of  outsourcing.  Knterprises  of  all  sizes,  in 
all  vertical  markets,  have  used  outsourcing 
services  a>  a  strategy  to  transform  themselves  into 
leaner,  more  competitive  and  more  productive 
organizations.  By  using  this  critical  management 
tool,  they  have  improved  their  bottom-line 
performance  and  enhanced  their  operational 
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capabilities  without  the  stigma  of  pernicious 
downsizing.  In  doing  so,  both  the  enterprises  that 
use  outsourcing  services  and  the  vendors  that 
offer  them  have  been  transformed. 

The  global  corporate  landscape  has  dramati- 
cally changed  —  and  all  enterprises  seeking 
to  remain  competitive  must  learn  how  to  best 
leverage  the  outsourcing  advantage. 
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V€E RAGING  THE 
OUTSOURCING 
ADVANTAGE 


by  Peiry  H.  Harris 

Director.  Management  Strategies 

The  Yankee  Group 

This  white  paper  was  prepared 
by  I  he  Outsourcing  Division  of 
The  Yankee  Group,  a  subsidiary  of 
Primark  Corpora  lion.  The  Yankee 
Group,  a  worldwide  market 
research  and  consulting  firm, 
regularly  conducts  research  on 
market  and  user  implications  for 
outsourcing  services  within 
America's  leading  companies. 
The  Yankee  Group  has  over  500 
client  firms  that  are  both  users 
and  providers  of  outsourcing 
services. 


This  decade  ha>  seen  a  dramatic 
sluft  in  the  way  U.S.  companies 
do  business .  Of  the  largest 
1,000  publicly  traded  organizations, 
more  than  85%  have  outsourced 
some  significant  component  of  their 
business  delivery  engine,  and  over 
38%  have  sought  to  have  outside 
service  providers  deliver  a  significant 
component  of  their  information-pro- 
cessing function.  This  is  a  dramatic 
shifl  from  the  business  models  of  pasi 


decades  where  most  business  func- 
tions of  every  type  were  delivered  by 
in-house,  on-payroll  employees. 

Many  factors  have  contributed  to 
this  change,  but  key  has  been  recog- 
nition by  top  management  that 
many  of  the  company's  operational 
functions  are  not  the  core  competen- 


cies of  its  staff.  At  the  same  time, 
there  are  many  outside  service 
providers  who  leverage  their  own 
core  competencies  in  these  same 
functional  areas.  Because  these  ser- 
vice providers  specialize  in  these 
functional  delivery  areas,  they  often 
can  provide  these  services  better. 


OlstGn  Staffing  Services- 
CIGNA  Dental  Health 
Outsourcing  Partnership 

Interview  with  Robert  K.  Rembisz, 
Vice  President  Account  Services,  CIGNA  Dental  Health 

What  prompted  your  decision  to  outsource? 

CIGNA  Dental  Health  (CDH),  like  all  HMOs,  relies 
upon  timely  and  accurate  input  of  eligibility  data.  But  the  process  is 
complicated  by  the  fact  that  it's  seasonal.  As  a  result,  we  were  experiencing 
problems  with  supplemental  staffing,  turnover  and  motivation. 

Did  outsourcing  eliminate  the  problems? 

Absolutely.  Olsten  (OSS)  took  over  responsibility  for  managing  the  entire 
department  and  its  fluctuating  volume  of  work.  Today,  with  Olsten's  experience 
and  flexible  staffing  alternatives  to  address  our  seasonal  peaks,  CDH's  standards 
of  quality,  productivity  and  timeliness  are  being  met.  The  unit  is  made  up 
completely  of  assignment  employees,  overseen  by  a  member  of  the  Olsten 
Management  Team,  who  has  dual  reporting  responsibilities  to  CDH  and  OSS. 

Any  advice  for  anyone  else  considering  outsourcing? 

There  has  to  be  a  true  partnership.  It  can't  be  an 
us/them  mentality.  Olsten  earned  its  place  on  our 
team  by  delivering  results. 


L* 


Olsten 

Staffing  Services' 


We  had  a  big  order. 


And  only  SAP 
could  fill  it. 
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"When  we  went  looking 
for  a  Human  Resources 
application  at  Burger  King 
we  were  looking  for 
a  lot. 

"We  needed  best- 
of-breed  functionality. 
But  we  also  needed 
integration  through- 
out our  entire  system. 

"Since  the  fast-service 
food  business  is  always 
changing,  we  had  to  have 
as  much  system  flexibility 
as  possible. 

"And  any  solution  would 
have  to  not  only  work  for 
our  individual  company 
sites,  but  also  on  an 
enterprise  level  across  56 
countries  and  international 
territories. 

"We  considered  all  of  the  options  available 
but  ultimately,  there  was  no  contest.  SAP's 
Human  Resources  Management  module  w£ 
the  only  solution  that  could  do  it  all. 

"Now,  35.000  of  our  people  are  tied 
together  on  one  system  with  one  set  of 
business  rules,  allowing  us  to  centralize 


— Susan  Clemmons 
Director  of  Business  Solutions, 
Burger  King  Corporation 


our  processes  for  the 
first  time. 

"We  can  introduce 
new  HR  programs 
faster.  And  we  can 
set  up  new  sites 
in  record  time, 
anywhere  in 
the  world. 
Even  when  it 
means  dealing 
with  new  currencies, 
inguages  or  local 
regulations. 
"Our  ability  to  handle 
global  HR  projects  has 
increased  dramatically, 
too.  We  reduced  the 
time  it  takes  to  over- 
haul our  medical  plans 
by  75%.  And  we  developed 
our  own  real  estate  management 
system  using  SAP's  programming  tools, 
;iving  us  the  best  tracking  of  global  site  data 
we've  ever  had. 

"In  fact,  SAP's  HR  application  is  so 
good,  I  can't  think  of  anything  that  would 
make  it  better. 

"Except,  maybe,  a  side  of  fries." 


More  than  6,000  companies  are  currently  working  better  with  SAP  business  process  software.  To  find 
out  how  your  company  can  join  them,  call  1-800-283-1SAP.  Or  visit  us  at  http://www.sap.com. 


Business  Process 
Software 


•/•  and  cheaper  than  in-house 
staff.   \<>i  all  functions  are  right  for 
outsourcing  consideration.  Those 
that  provide  strategic  direction  or 
are  considered  critical  to  maintain- 
ing competitive  advantage  may  not 
he  appropriate,  hut  such  functions 
are  typically  in  the  minority. 

hi  this  white  paper,  we  will 
explore  the  factors  thai  have  precipi- 
tated this  change,  and  discuss 
whether  the  desired  results  have 
been  achieved.  Further,  we  will 
assess  the  likelihood  that  current 
trends  will  continue  and  even  accel- 
erate into  broader-reaching  markets 
and  other  areas  of  service  delivery; 
Miggrsi  successful  approaches  for 
determining  which  elements  of 
business  function  are  appropriate  for 
outsourcing:  and  outline  a  model  for 
the  proper  selection  and  engagement 


Of  the  largest  1,000 
publicly  traded 
organizations,  more  than 
85%  have  outsourced 

some  significant 
component  of  their 
business  delivery  engine. 


AT&T 

"Today's  business  environment  is  being  digitized, 
globalized  and  virtualized.  Our  clients  realize  that 
networking  enables  business  transformation  - 
linking  suppliers,  buyers  and  companies  in  time 
and  space,  anytime,  anywhere.  They  are  looking  for  strategic  partners  who  have  core 
competencies  and  strategic  vision  in  networking  and  networking  management  to 
design,  deploy  and  manage  these  virtual  networks. 

"We  are  one  of  the  few  professional  services  companies  with  the  deep  networking 
and  management  skills  necessary  to  help  businesses  navigate  through  these  complex, 
exciting  times.  Our  message  is  simple  and  compelling:  In  the  age  of  Electronic 
Commerce  -  where  success  depends  on  the  ability  to  extract  value  quickly  from 
resources  and  relationships  across  the  virtual  network  -  businesses  gain  competitive 
superiority  with  powerful,  adaptive  networking  solutions  that  only  the  world's  fore- 
most networking  provider  can  deliver. 

"AT&T  Solutions  provides  a  wide  spectrum  of  Consulting,  Systems  Integration 
and  Outsourcing  services.  In  addition,  through  our  AT&T  American  Transtech  unit, 
customer  care,  employee  care  and  telemarketing  services  support  the  business 
function  outsourcing  needs  of  Global  2000  companies.  The  Outsourcing  practice 
added  several  megadeal  wins  in  the  first  eight  months  of  1996,  including  MasterCard 
International,  Merrill  Lynch,  JP  Morgan  and  Textron,  and  totaling  over  $3  billion." 

Richard  R.  Roscitt 
Managing  Partner,  Outsourcing 
AT&T  Solutions 


of  the  best  outsourcing  services 
vendor  to  meet  your  organization  s 
business  goals. 

Defining 
Outsourcing 

The  Yankee  Group's  definition  of 
outsourcing  is  any  service-related 
purchasing  decision  by  enterprise 
management  that  has  four 
characteristics: 

■  Work  that  could  have  been 
accomplished  by  salaried 
employees,  done  instead  (as  a 
whole  or  in  part)  by  vendor- 
supplied  services  and  staff 

■  A  specific  subset  of  business- 
related  services  with  a  finite  scope 

■  A  negotiated  agreement  with 
a  credible  third-party  service 
vendor  bound  by  contractual 
service-level  agreements 

■  A  finite  contract  period  of  one  to 
three  years  at  the  low  end  and 
seven  to  ten  years  at  the  high  end 
(time  boundary). 

Typical  outsourcing  arrangements 
have  some  or  all  of  the  following 
characteristics: 

■  Transference  of  staff  to  the 
supplying  vendor 

■  Transference  of  assets  to  the 
supplying  vendor 

■  Cost-containment  elements 
(reduction  in  cost  or  matching 
of  cost  to  the  quantity  of  service 
provided) 

■  Access  to  vendor-introduced, 
value-added  business  functionality! 

■  Ready  access  to  added  levels  of 
skilled  and  expert  staff. 

The  use  of  service -vendor- 
supplied  resources  to  accomplish 
business  functions  is  not  new  to  any 
large  organization.  For  main 
years,  companies  have  used  outside 
services  to  accomplish  limited, 
non-core  business  functions  such  as 
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Outsourcing  works.  But  only  if  you  choose 
a  provider  with  the  ability  to  help  you 
see  the  big  picture — and  implement  the 
details.  A  provider  who  can  identify  the 
[overall  challenge.  Deliver  practical ^solu- 
tions. And  stand  by  the  results. 

But  more  importantly,  the  provider 
must  be  able  to  deftly  manage  transition 
and  integrate  programs  without  disrupting 
your  employees  or  clients. 

That's  why  more  and  more  enlightened 
companies  are  choosing  Norrell  as  their 


outsourcing  partner.  Norrell  Outsourcing 
Services  delivers  best-of-class  expertise 
with  a  portfolio  of  specialized  services: 
Tascor  provides  innovative  administrative 
support  services  while  CallTask  and 
NorCross  offer  a  full  range  of  call  center 
services.  Additionally,  Norrell  continues 
to  answer  client  needs  with  the  develop- 
ment of  new  services  in  the  medical, 
financial  and  human  resources  fields. 

The  result — Norrell  helps  companies 
effect  strategic  organizational  change, 


boost  productivity,  improve  quality  and 
minimize  costs.  Not  just  in  the  short-term, 
but  for  years  to  come. 

So  work  with  Norrell  as  your  out- 
sourcing partner.  We'll  help  you  focus  on 
what's  critical  for  your  success.  Just  call 
1-800-241-2414. 

INorreir 

OUTSOURCING  SERVICES 
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1   Forging  Strategic 
i  Sourdng 
|  Relationships 

|    "Andersen  Consulting  uses  the 
term  'strategic  sourcing'  to 
differentiate  our  approach 
from  tactical  outsourcing, 
where  companies  base  decisions 

strictly  on  price,  and  on  cost  cutting  or  making  narrow  incremental  improve- 
ments. Strategic  sourcing  is  a  powerful  tool  to  help  companies  cope  with 
constant  change  and  to  generate  new  value  for  customers  and  shareholders. 
To  achieve  maximum  gains  in  value  creation,  companies  should  build 
strategic  sourcing  relationships  -  collaborative  relationships  focused  on 
business  objectives  -  where  risks  and  rewards  are  shared. 

"Andersen  Consulting's  approach  to  strategic  sourcing  and  collaboration 
has  already  proved  successful.  For  British  Petroleum,  the  strategic  relation- 
ship with  Andersen  Consulting  moved  the  company  to  a  top  rating  in  effi- 
ciency and  productivity  measures,  while  also  gaining  the  lowest  financial 
administrative  costs  of  any  energy  company  operating  in  the  North  Sea. 

"When  companies  team  with  Andersen  Consulting  for  management  of 
their  business-critical  functions,  such  as  information  technology,  finance  and 
administration,  and  logistics/procurement,  they  gain  more  freedom  to  focus 
on  the  core  competencies  of  their  business.  Ultimately,  such  relationships 
may  provide  not  only  higher  quality  business  processes,  but  a  key  resource  for 
helping  companies  achieve  breakthrough  strategies  that  move  them  closer  to 
their  business  goals." 

Joellin  Comerford 
Worldwide  Managing  Partner 
Andersen  Consulting's  Business  Process  Management  Practice 


Andersen 
Consulting 


cafeteria  support,  physical  and  elec- 
tronic security  sendees,  messenger 
services  and  loim-diMance  telephony. 
But  these  services  were  not  originally 
considered  outsourcing.  So  how  did 
outsourcing  start  ? 


A  Brigf  History 

In  1989,  Eastman  Kodak  entered 
into  a  ten-year  agreement  with  three 
different  information  technology 
(IT)  vendors  to  supply  services  that 


would  address  three  different  ele- 
ments of  its  information-processing 
needs:  data-center  management  and 
operations,  desktop  computing  sup- 
port and  IT-related  network  support. 
This  deal  caught  the  attention  of 
the  analyst  and  press  communities 
because  it  differed  substantially  from 
prior  vendor  services  arrangements. 

First,  Eastman  Kodak  was  a 
large,  well-run  and  profitable 
company.  Previously,  on-site  IT- 
related  operational  outsourcing  was 
considered  only  as  a  last  resort  for 
companies  too  small  or  too  poorly 
managed  to  rim  their  own  opera- 
tions. Second,  senior  Kodak  man- 
agement gave  as  its  primary  reason 
for  pursuing  this  imtiative,  not  the 
50%  in  cost  savings  it  expected  over 
the  course  of  the  agreement,  but 
rather  the  improved  ability  to  focus 
management  attention  on  Kodak's 
core  businesses.  This  highly  publi- 
cized services  deal  was  the  first  of  its 
type  to  be  clubbed  "outsourcing"  by 
the  industry. 

In  the  troubled  economic  condi- 
tions of  the  late  1 980s  and  early 
1990s,  organizations  paid  particular 
attention  to  the  Kodak  deal  and  its 
potential  for  dramatically  reducing 
IT-related  costs.  CIOs  were  asked  to 
evaluate  the  viability  of  this  option 
for  different  areas  of  their  responsi- 
bility Skeptical  and  protective  at 
first,  they  investigated  the  available 
outsourcing  options,  but  often 
believed  no  outside  provider  could 
deliver  service  better  and  more 
cost-effectively  than  their  own  staff. 
Unbiased  third  parties  were  often 
engaged  to  work  with  outsourcing 
evaluation  teams  composed  of 
corporate  financial  and  IT  manage- 
ment in  order  to  do  insourcing 
versus  outsourcing  analyses. 

The  results  generally  led  to  one  of 
two  outcomes.  The  company  would 
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Sometimes,  the  only  way  the  world  will  realize  you're 

Special  is  if  yOU  blow  your  OWn  horn.  At  ABR,  we've  been  a  bit  reticent 
about  telling  the  world  how  good  we  are.  For  instance,  you  may  not  realize  that  ABR 
pioneered  the  much-trumpeted  area  of  employee  benefits  administration  outsourcing. 
Or  that  we  currently  provide  Total  Benefits  Outsourcing  services.  Or  that  we  let  you  choose 
precisely  the  services  you  need  from  an  "a  la  carte"  outsourcing  menu.  CobraServ  Compliance 
Services,  Flex  Administration,  Retiree  Billing,  Open  Enrollments,  whatever.  Your  needs  in 
Benefits  Outsourcing  are  serviced  immediately  —  without  learning  curves,  technical 
glitches  or  other  sour  notes.  Productivity  is  instantaneous.  88  Sure,  other  companies  claim 
to  offer  similar  services.  But  no  one  has  perfected  the  skills  to  deliver  our  type  of  perfor- 
mance. We  know  what  has  to  be  done,  and  we  do  it.  Guaranteed.  @H  In  fact,  we're  doing  the 
job  for  more  than  10  million  employees,  dependents  and  retirees  of  employers  of  every  size, 
in  every  industry.  So  call  us  at  1-800-366-3130  if  you're  ^j^^^^^fS^ 
ready  to  tune  out  the  administrative  hassles  —  and  all  that  jazz.    Information  Services,  Inc. 


zzy  Gillespie  image  used  with  permission.  Offices  in  New  York,  New  Jersey,  California,  Virginia  and  Florida. 


A  D  V  fc  R  T  I  S  E  M  E  N  T  8 


The  IT  outsourcing 
successes  of  the  early 
1 990s  set  the  stage  - 
suggesting,  developing 
and  validating  a  model 
that  proved  to  enterprise 

management  that  it 
could  outsource  other 

internally  provided 
services  while  focusing 

staff  and  asset 
commitments  on  core 

business  functions. 


KPMG  Business 
Process  Solutions5": 
Strategic  Tools  For 
Competitive  Advantage 

"Faced  with  increasing  pressures  to  improve 
performance  and  reduce  costs,  corporate 

America  is  recognizing  the  need  to  define,  understand  and  focus  on  their 
core  competencies  -  devoting  more  of  their  human  and  financial  capital  to 
processes  that  differentiate  them  in  the  marketplace. 

"KPMG  Business  Process  Solutions*1  has  moved  to  meet  market  demand 
by  managing  for  others  processes  that  are  core  to  our  business,  drawing  upon 
our  acknowledged  strengths  in  industry  knowledge,  understanding  of  our 
clients'  business  processes  and  advanced  process-management  methodology. 
Business-process  management  is  itself  a  core  competency  of  KPMG,  which 
dedicates  its  own  resources,  capital  and  talent  to  managing  processes  in  the 
areas  of  human  resource,  tax,  audit  and  financial  administration. 

"KPMG's  market  focus  and  huge  pool  of  functional  talent  give  our  clients 
best-of-class  process  management  to  advance  their  corporate  strategies  and 
enhance  stakeholder  value  over  the  long  term." 

Richard  D.  Dole 
National  Partner  in  Charge 
KPMG  Business  Process  Solutions™ 
KPMG  Peat  Marwick  LLP 


decide  not  to  pursue  outsourcing, 
but  in  the  course  of  the  evaluation 
effort  it  would  identify  numerous 
ways  of  improving  its  insourcing 
approach,  making  it  more  cost- 
effective.  Far  more  often,  the  com- 
pany would  decide  to  lake  the  next 
step  in  the  outsourcing  direction: 
generating  a  request  for  information 
(RFI)  or  a  request  for  proposal 
(RFP)  to  be  distributed  if)  vendors 
that  could  meet  the  organization  s  IT 
and  related  business  goals. 

Outsourcing 
Industry  Emerges 

Manv  of  these  initiatives  yielded 
considerable  fruit.  Undeniable 
value  propositions  were  developed 
by  outsourcing  vendors  and,  as  a 
result,  many  deals  have  been  closed 
since  1 989  that  enabled  enterprises 
to  significantly  trim  IT-related 
expenses  and,  at  the  same  time, 
substantially  improve  the  quality 
and  quantity  of  their  IT  delivery. 
This  has  led  to  a  very  healthy 
growth  for  the  IT  outsourcing 
industry  as  a  whole. 

Over  the  past  seven  years, 
numerous  megadeals  ($500  million 
plus  in  contract  value)  were  struck, 
receiving  a  great  deal  of  publicity. 
Although  megadeals  such  as  these 
received  the  bulk  of  the  publicity.  IT 
outsourcing  deals  became  pervasive 
in  all  vertical  markets  and  in  orga- 
nizations of  all  sizes.  Deals  varied 
in  scope  from  comprehensive  to 
focused,  including  only  one  or  a 
select  few  of  the  functions.  Vendors 
were  often  engaged  to  facilitate  the 
transition  to  new  computing 
paradigms  (such  as  mainframe  to 
client/server  migrations)  or  to  assist 
in  major  systems  upgrades  or 
replacements  when  legacy  systems 
no  longer  met  user  needs. 


lea 


IT  BEGAN 
WITH  TWO  SALESMEN 
WHO  KNEW  THEY  NEEDED 

EACH  OTHER, 

IT  ENDED  WITH  A  MERGER 

OF  GIANTS 


It  seems  a  sales  representative  from  MCI®  got  to  know  a  sales  representative  from  Systemhouse 
Limited  (SHL)  very  well.  They  kept  running  into  each  other  while  meeting  with  the  same  customers. 

Since  MCI  offered  telecommunication  solutions  and  SHL  was  the  standard  in  information 
technology,  an  idea  was  born.  The  salesmen  recognized  the  enormous  potential  to  their  customers 
if  the  two  companies  were  joined. 

Their  bold  idea  resulted  in  a  merger  and  the  creation  ot  MCI  Systemhouse.SM 
Every  telecommunication,  information  technology,  and  ongoing  support  service  is  now  at  your 
fingertips.  With  a  single  phone  call  to  a  single  company. 


MCI  Systemhouse 

Real  benefits  from  converging  technologies 


1996  MCI.  All  rights  reserved 
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Doug  Miller 
President  and  CEO 
Norrell  Corporation 


"CEOs  tell  us  that  their  primary  reason  for 
deciding  on  the  outsourcing  option  for  their- 
company  is  the  greater  efficiency  and 
economies  of  scale  achieved  by  an  outside 
service  provider.  They  also  tell  us  that  a 
secondary  reason  for  choosing  to  outsource  is 
that  it  enables  them  to  place  greater  focus  on 
their  core  business  and  growth  plans. 

"In  our  experience  as  a  national  outsourc- 
ing company,  we  have  been  able  to  provide 
additional  benefits  to  companies  choosing 
Norrell  as  an  outsourcing  provider:  access  to  world-class  best  practices, 
access  to  resources  unavailable  internally  and  the  opportunity  to  share  risk. 

"Norrell  is  in  the  business  of  providing  management  responsibility  for  our 
customers'  administrative  and  business  support  functions.  We  bring  value 
to  the  customer  relationship  by  applying  our  core  skills  to  their  non-core 
functions.  Our  customers  have  chosen  us  for  our  critical  thinking  and 
operational  excellence  in  outsourcing  services  from  administrative  support 
centers  to  call-center  management  to  document  processing.  Our  customers 
don't  just  expect  us  to  deliver  our  service  -  they  depend  on  it." 


[Norrell8 

OUTSOURCING  SERVICES 


Cadence  Design  Systems,  Inc.  recently  helped  Motorola  complete 
a  critical  chip  design  project  for  one  of  its  most  important 
product  lines.  With  Cadence's  assistance,  Motorola  reduced  the 
time  it  takes  to  develop  a  custom  product  for  its  customers  from 
several  months  to  seven  working  days. 

Murray  Goldman,  executive  vice  president  and  assistant  general  manager 
of  Motorola's  Semiconductor  Products  Sector,  talks  about  the  new  type  of 
relationship  with  Cadence: 

"To  grow  and  be  successful,  businesses  must  constantly  look  for  ways  to 
better  serve  customers  and  focus  resources  on  what  you  and  your  suppliers 
do  best.  We  realized  that  to  be  successful  you  do  not  have  to  do  everything 
yourself.  In  fact,  oftentimes  just  the  opposite  is  true. 

"Cadence  seemed  to  really  understand  the  essence  of  our  challenge  . . . 
they  could  augment  our  existing  team  and  allow  them  to  focus  on  what 
they  were  good  at.  Cadence  really  had  a  stake  in  the  outcome.  That's  the 
key  to  a  successful  partnership:  The  lines  defining  who's  on  which  side  need 
to  disappear,  with  everyone  working  toward  a  common  goal. 

"We  can  now  offer  our  customers  the  benefit  of  a  very  fast  turnaround, 
thanks  to  our  work  with  Cadence.  And  that  translates  into  some  very 
measurable  benefits  for  Motorola." 


To  date,  customer  experience  has 
been  very  positive.  Almost  all  of 
the  megadeals  and  most  of  the  lesser 
deals  that  were  made  are  si  ill  in 
place  and  yielding  the  desired 
business  value  and  substantial  cost 
savings.  Some  tweaking  of  terms 
and  conditions  has  been  typical 
—  often  driven  by  changes  in 
business  functions  or  focus:  merger, 
acquisition  and  divestiture  activities: 
mismatched  vendor/customer 
expectations;  and  evolving  strategies 
in  developing  service-level  agree- 
ments that  can  assure  a  more  satis- 
fied customer  as  well  as  continued 
profitability-  for  the  vendor. 

Outsourcing 
Expands  Its  Scope 

The  IT  outsourcing  successes  of  the 
early  1990s  set  the  stage  —  suggest- 
ing, developing  and  validating  a 
model  that  proved  to  enterprise  man- 
agement that  it  could  outsource  other 
internally  provided  services  while 
focusing  staff  and  asset  commitments 
on  core  business  functions.  Manage- 
ment quickly  discovered  that  it  could 
buy  required  services  and  capabilities 
from  firms  specializing  in  their  deliv- 
ery, getting  them  faster  (on-time), 
better  (value-added)  and  cheaper 
(on-budget). 

What  types  of  business  services 
might  be  well  suited  for  outsourcing 
consideration?  The  list  is  long  and 
includes,  but  is  not  limited  to: 

■  Back -office  accounting 

■  Benefits  management 

■  Customer  service 

■  Engineering  design 

■  Help-desk  management  and 
operation 

B  Human  resources  management 
and  operation 

■  Legal  services 

■  Facilities  management 


Downsizing  is  only 


RIGHT 


when  you  can  do  something 


POWERFUL 

with  what's 

LEFT. 


Unless  downsizing  is  an  integral  part  of  a  plan  for  It's  an  approach  that  not  only  generates  positive  momen- 

rowth,  it  usually  achieves  nothing  more  than  damaged  turn  and  a  renewed  sense  of  purpose,  but  is  also  proven  to 

ompany  morale.  offer  the  highest  leverage  in  creating  shareholder  value. 

And,  to  add  insult  to  injury,  research  has  shown  that  over  To  receive  Mercer's  commentary,  Pathways  to  Growth,  or  to 

the  long  term,  most  companies  that  downsize  to  increase  see  the  proof,  call  Rob  Duboff,  Director,  at  (617)  674-3355. 
shareholder  value  are  unsuccessful  in  their  quest. 

Which  is  wh;     lercei  Management  (  onsulting  is  dedk  at-  IV/l  Pr?^"""PT? 

sd  to  helping  companies  plan  and  implement  realistic  ■  ▼          W^LJ  v 

strategies  for  profitable  growth.  Instead  of  merely  shrinking.  JV[aUUg€Tfl6flt  Consulting 

BASED  ON  REALITY. 


iOSTON  CHICAGO   HONGKONG  LONDON  MADRID  MONTREAL  MUNICH   NEW  YORK  PARIS  SAN  FRANCISCO  TORONTO  WASHINGTON  DC  ZURICH 

)  1995  Mcrccr  Management  Consulting 


This  isn't  what  we  do, 


In  the  past,  outsourcing  was 
almost  always  purely  tactical.  It 
merely  treated  symptoms,  hiding 
the  real  potential  of  a  sourcing 

relationship  to  enhance  the  well- 


being  of  the  entire  enterprise. 

But  these  days,  many  organi- 
zations refuse  to  settle  for  the 
superficial.  For  them,  there's 
Business  Process  Management, 


a  strategic  alliance  that  draws 
upon  the  full  business  perspec- 
tive and  industry  insight  of 
Andersen  Consulting. 

Instead  of  focusing  only  on 


©  19%  Andersen  Consulting.  All  rights  reserved. 


gws  cost  cutting  or  narrow  incremen- 
np  tal  results,  Business  Process 
if  Management  delivers  funda- 
mental and  lasting  performance 
mprovement. 


Around  the  world,  enterprises 
have  chosen  us  to  manage 
their  IT,  logistics/procurement, 
finance  and  administration 
operations.  After  all,  they  want 


results  that  are  far  more  than 
skin-deep. 

Andersen 
Consulting 
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M  Physi*  al  and  electronic  security 
a  P]  bating  and  forms  distribution 
U  Mailroom  (internal  and  external) 
management  and  operation 

■  Mobile  office/computing  support 

■  Payroll 

■  Procurement 

■  Secretarial  and  administrative 
services 

■  Tax  services,  internal  audit 
and  accounting 

■  Temporary  staffing  services 

■  Transportation,  distribution  and 
shipping  services 

■  Warehouse  management  and 
operation. 

By  the  close  of  1996,  more  than 
85%  of  the  largest  1,000  public 
enterprises  will  have  outsourced  sig- 
nificant components  of  their  business 
infrastructure.  Experience  within 


Consulting  firms 
specializing  in 
outsourcing  selection 
have  enhanced  their 
methodologies  to 
greatly  accelerate 
their  customers' 
outsource-vendor- 
selection  process. 


Scott  Ross 
President  and  COO 
MCI  Systemhouse 


MCI  Systemhouse  Outsources 
for  Apple  Computer 

Apple  Computer,  Inc.  continually  looks  for  ways  to 
improve  upon  its  commitment  to  providing  the  best  pos- 
sible customer  service.  Earlier  this  year,  the  company 
determined  that  outsourcing  its  Napa  Valley,  Calif.,  data 
center  to  a  third  party  would  enable  the  reallocation  of 
resources  to  that  effort,  prompting  Apple  to  delegate 
responsibility  for  the  center  to  MCI  Systemhouse. 

Apple  chose  MCI  Systemhouse  in  a  competitive  bid- 
ding process,  awarding  the  outsourcer  a  seven-year,  $200  million  contract  to  provide 
internal  services  encompassing  data  processing,  applications  development  and  mainte- 
nance, systems  and  network  engineering,  telecommunications  and  help-desk  support  in 
an  environment  with  mainframe,  midrange  and  client/server  systems. 

MCI  Systemhouse  also  acquired  Apple's  158,000-square-foot  data  center  and  the 
services  of  175  Apple  employees. 

"MCI  will  provide  our  company  with  critical  information  services  and  technology 
leadership  as  we  continue  to  position  for  future  growth,"  says  Joe  Riera,  Apple's  vice 
president  of  information  systems  and  technology.  Riera  added  that  outsourcing  the 
data  center  to  MCI  will  cost  Apple  significantly  less  than  if  the  Cupertino,  Calif.-based 
computer  maker  continued  to  run  the  plant  itself. 

"We  view  our  strategic  partnership  with  Apple  and  our  new  Napa  Valley  outsourc- 
ing center  as  instrumental  to  our  continued  growth  and  our  commitment  to  provide 
services  to  additional  high-tech  companies  throughout  North  America,"  says  MCI 
Systemhouse's  President  and  COO  Scott  Ross. 


Systemhouse 


these  companies  is  more  readily 
available,  as  is  published  informa- 
tion on  the  subject.  Consulting 
firms  speeializing  in  outsourcing 
selection  have  enhanced  their 
methodologies  to  greatly  accelerate 
their  customers1  outsource-vendor- 
selection  process.  Internal  and 
external  legal  counsel  has  been 
better  educated  on  the  subtleties 
of  outsourcing  agreements.  As  a 
result,  vendor-selection  processes 
that  often  took  nine  to  12  months 
can  now  be  accomplished  in  as  lin li- 
as three  months,  with  the  norm 
being  more  like  six  to  nine  months, 
depending  on  the  deal's  complexity. 

Some  "Bcst-of- 
Brggd"  Outsourcing 
Solutions 

Purchasing  in  Manufacturing 

One  $7  billion  manufacturing  firm 
anticipates  a  minimum  savings  of 
over  $70  million  annually  through 
a  procurement  outsourcing 
relationship.  The  supplying  vendor 
is  willing  to  ensure  these  kinds  of 
savings  rates  by  leveraging  its 
buying  power  —  dramatically 
reducing  the  number  of  suppliers 
and  implementing  an  automated 
system  that  greatly  increases  the 
efficiency  of  the  overall  procure- 
ment process. 

Engineering  and  Facilities 
Management  in  State 
Government 

During  the  l^QOs,  Governor 
Tommy  Thompson  of  Wisconsin 
formed  the  Wisconsin  Energy 
Initiative  (WEI)  with  the  goal  of 
saving  energy  and  taxpayer  dollars. 
This  is  a  $50  million,  six-year  ener- 
gy conservation  program  with  the 
specific  goal  of  reducing  the  rate  at 
which  agencies  statewide  consume 


WITH  OVER  66,000  MOVING  PARTS, 

YOU  HAVE  TO  BE 
A  WELL-OILED  MACHINE. 


Over  fifty-two  thousand  tractors  and  trailers.  Over 
fourteen  thousand  trucks.  Ninety  jet  air  freighters. 
Just  to  name  a  few. 

Twenty-four  hours  a  day,  around  the  world,  the  parts 
of  The  CF  Companies  are  moving  with  well-oiled 
precision,  delivering  the  critical  shipments  that  help 
thousands  of  our  customers  operate  successfully. 

The  CF  Companies  offer  combined,  customer-focused 
capabilities  ranging  from  regional  and  nationwide 
i trucking  to  worldwide  air  freight,  from  truckload,  ocean 


and  intermodal  services  to  warehouse  and  logistics 
management. 

Using  a  sophisticated  network  of  computer  and 
transportation  technology  -  along  with  a  relendess 
commitment  to  consistent,  cost-effective,  on-time 
service -The  CF  Companies  are  unequalled  at  making 
transportation  work  better  for  you. 

For  more  information  about  the  part  our  companies 
can  play  in  the  success  of  yours,  call  1-800-520-8465 
for  our  worldwide  resources  brochure. 


THE  CF  COMPANIES 


CF MotorFnight,  Fmery  Worldwide,  Con-Way  Transportation  Serenes,  Menlo  Logistics 


COnSOLIDRTED  FREIGHTUJRVS,  IDC. 

WE  PUT  YOU  MILES  AHEAD 

http://www.cnf.com 


The 
Companq 
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)%,  and  reducing  their 
lergy  use  15%  by  the  year 


2000.  The  state  engaged  a  single 
outsourcer  to  manage  an  "audit - 
into-action"  plan.  The  outsourcer 
conducts  regular  audits  to  identify 
energy-saving  opportunities; 
manage  all  sub-consultants,  sub- 
contractors and  internal  suppliers; 
provide  installation,  materials  and 
services  for  selected  implementation 
projects;  and  secure  utility  rebates 
and  study  subsidies  to  help  reduce 
specific  project  costs.  This 
outsource-driven  initiative  saved 
taxpayers  more  than  $1.5  million 
in  1994,  removed  75,000  tons  of 
harmful  emissions  from  the  air 
each  year  (through  1996),  utilized 
80  local  companies  —  keeping 
employment  in  Wisconsin  —  and 
implemented  many  retrofits  18 
months  ahead  of  typical  schedules. 

Partial  Outsourcing  of  Internal 
Audit  at  an  International  Bank 

In  1993,  a  $5  billion  international 
bank  reduced  its  internal  audit 
department  from  23  to  five 
employees  by  outsourcing  internal 
audit  services  to  a  Big  Six  firm. 


It  is  often  line  and 
business-unit  managers 
who  seek  outsourcing 

initiatives  to  help 
satisfy  rigorous  staff 
downsizing  demands 
and  maintain  tight 
controls  on 
budget/expense  growth. 


Robert  Dickhaus 
Vice  President  and  General  Manager 
Integrated  Facility  Management 
Johnson  Controls,  Inc. 


"In  today's  global  economy, 
competitiveness  requires  producing 
better  goods  and  services,  at  ■ 
more  attractive  prices,  than  other 
companies  worldwide,"  says  Robert 
Dickhaus,  vice  president  and  general 
manager,  Integrated  Facility 
Management,  for  Johnson  Controls, 
Inc.  "Savvy  senior  managers  believe 
restructuring,  reengineering  and 
outsourcing  are  not  fads,  nor  one- 
time responses  to  specific  business 

losses.  They  believe  these  strategies  must  be  constantly  employed 
to  keep  corporations  globally  competitive,  thereby  assuring  their 
profitability  and  growth.  That  growth  will  translate  into  new  business 
investments  and  secure  employment  for  our  next  generation  of 
workers." 

"As  the  world's  leading  provider  of  integrated  facility  management 
services,  Johnson  Controls'  success  depends  on  supporting  these 
strategies  and  maximizing  our  clients'  productivity,"  adds  Dickhaus. 
"Our  ability  to  manage  real  estate  and  facility  support  programs  on  an 
international  basis  also  involves  the  development  of  effective  alliances 
with  partners  whose  core  competency  provides  an  ideal  fit  within  our 
integrated  programs.  These  are  established  partnerships  that  have 
reduced  operating  costs  for  clients  to  levels  that  have  added  dramati- 
cally to  their  marketing  competitiveness." 

Sun  Microsystems  Computer  Co.  made  the  decision  to  concentrate 
on  its  core  business  and  partner  with  Johnson  Controls  to  more 
efficiently  support  and  manage  its  facilities. 

"We  felt  that  our  core  competency  needed  to  be  in  interpreting 
overall  corporate  strategy  and  its  implications  on  global  workplace 
planning  and  services.  The  orientation  focuses  on  leadership  and 
less  on  tactical  and  transactional  activities,"  says  Bill  Agnello,  vice 
president  of  real  estate  and  the  workplace,  Sun  Microsystems. 
"Partnering  with  service  providers  like  Johnson  Controls  has  allowed  us 
to  improve  our  strengths  and  become  more  effective  in  the  process." 


JQHNSON 

+Sun 

microsystems 

CONTROLS 

The  outsourcer  used  proprietary 
systems  to  identify  operational  t  i >k 
areas  for  control  testing  and  quick  - 
lv  became  a  valuable  adviser  to 
the  bank's  management  team. 
The  outsourcer  provides  specialists 


for  control  areas  that  are  important 
but  not  large  enough  to  require 
permanent  staff,  such  as  derivative 
products,  trading  practices, 
treasury  policies  and  procedures. 
Convinced  bv  the  value  the 


How  Many  People  Are  Working  For  You 
To  Find  People  To  Work  For  You? 


In  today's  business  world, 
companies  like  yours  know  they 
have  to  concentrate  on  their  core 
competency  to  be  competitive. 
That's  where  MRI  comes  in. 
We're  your  search  and  recruitment 
outsourcing  partner. 

Management  Recruiters 
International,  Inc.,  is  an  extension 
of  your  human  resources  recruiting 
function.  Your  Management 
Recruiters  or  Sales  Consultants 


office  will  put  together  a  project 
team  of  professionals  who  do 
what  they  do  best  so  you  can  do 
what  you  do  best. 

You  know  how  to  market 
your  product;  we  know  how  to 
find  the  sales  talent  to  implement 
your  marketing  plan. 

You've  developed  successful 
production  processes;  we've 
developed  the  systems  to  staff  them. 

You  have  the  technology  to 


propel  your  business  into  the 
next  century;  we  have  access  to 
the  people  you  need  at  the  helm. 

Whether  you  need  one  person 
to  till  a  key  slot  on  vour  management 
team  or  dozens  of  professionals 
to  staff  an  entire  division,  MRI 
can  assemble  the  resources  to  get 
the  job  done. 

For  the  complete  list  of  our 
offices  and  industry  specialists, 
call  800-875-4000. 
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M^l  Intelligent  Staffing  Solutions. 


w  ww.mrinet.com 
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!  provides,  the  hank 
its  contract  in  1996  for 
another  three  years. 

Administrative  Staff 
Services  at  an  International 
Technology  Company 

A  single-managed  outsourcing 
relationship  for  an  international 
teclmology  company  has  enabled  its 
U.S. -based  offices  to  virtually 
eliminate  the  internal  time  and  costs 
associated  with  training  and  main- 
taining its  administrative  staff.  The 
outsourcing  vendor  has  sole  respon- 
sibility for  training  the  company's 
employees  on  its  client's  processes, 
and  focuses  on  improving  produc- 
tivity, increasing  levels  of  service 
and  reducing  turnover  and  over- 
time. The  scope  of  this  outsourcing 


Transitioned  personnel 

often  experience  a 
rejuvenation  when  they 

find  themselves  as 
professionals  working 
for  a  company  that  does 
what  they  do. 


"When  we  outsourced  our  internal  audit 
department  to  the  Deloitte  &  Touche 
Cosourcing  Practice  two  years  ago,"  says 
Neil  F.  Dimick,  executive  vice  president  and 
CFO  of  Bergen  Brunswig  Corporation,  "we 
expected  to  get  access  to  highly  qualified 
and  motivated  professionals,  deep  systems 
expertise  and  meaningful  insights  into  our 
business.  In  fact,  our  expectations  have 
been  exceeded.  Through  collaboration 
with  our  associates,  their  internal  audit 
management  and  staff  developed  a  custom- 
tailored  audit  plan  which  is  responsive  to 
management's  concerns  and  perceptions  of  risk  at  Bergen.  They  successfully 
gained  the  respect  and  trust  of  our  middle  and  executive  management  and 

contributed  practical  best  practice  ideas. 
Would  I  make  the  same  decision  to  engage 
Deloitte  &  Touche  now?  Absolutely." 


Jannie  P.  Herchuk, 
Partner,  Deloitte  &  Touche  llp 
and 

Neil  F.  Dimick, 
Executive  Vice  President 
and  CFO, 
Bergen  Brunswig  Corporation 
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effort  included  secretarial,  sw  itch- 
hoard,  text  processing,  desktop 
publishing,  and  graphics  and  multi- 
media services.  The  vendor  has 
developed  customized  orientation 
and  training  plans  for  each  of  these 
business  function  areas  and  provides 
expert  on-site  supervision.  The  cus- 
tomer has  met  desired  productivity 
gains  while  reducing  associated 
expense,  and  has  benefited  from  an 
increased  level  of  accountability 
within  these  functions. 

Distribution  in  the 
Hardware  Industry 

One  of  the  nation's  largest  hardw  are 
retailers  has  benefited  from  a  long- 
term  services  contract  for  the  deliv- 
ery and  distribution  of  its  goods. 
The  customer  tracks  the  vendors 
performance  carefully  to  determine 
the  ratio  of  total  deliveries  to  claims 
for  over,  short  or  damaged  (OS&D) 
freight.  To  accomplish  this  measure- 
ment, each  of  its  1 5  retail  support 
centers  provides  quantitative  data 
regarding  the  quality  of  loads,  deliv- 
eries and  customer  service.  The  sup- 
plying vendor  has  consistently  met 
or  exceeded  customer  expectations 
and.  as  a  result,  has  received  the 
customers  Preferred  Carrier  Quality 
Aw  ard  for  each  of  the  last  five  years 
and  w  as  named  the  Highest  Quality 
National  Carrier  for  1995. 

Mission-Critical 
Application  Support  in  the 
Utilities  Industry 

A  large  Northeast  regional  utility 
company  that  supplies  gas  and 
electric  services  to  its  statewide  cus- 
tomers has  engaged  an  experienced 
applications-services  vendor  in  a 
three-vear  outsourcing  contract  to 
support  its  mission-critical  applica- 
tions. Under  the  terms  of  the  agree- 
ment, the  vendor  will  maintain  the 
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MBA  students  call  out  your  name 
mmm%S    1  mmm      when  they  dream. 

^Jf^^^JJ  In  the  world  of  electronic  commence, 
mm\3\3\m^     you  are  hailed  as  the  new  messiah. 

Ck         Through  ongoing  network-driven  business 
1 solutions,  your  company  implements 
a  faster  way  to  get  to  market. 

: 

^CICI^F  AT&T  Solutions  becomes  your 
*      company's  partner. 

^IQQC  Always  the  forward  thinker, 
w W     yOU  decide  to  Futurize" 

with  AT&T  Solutions. 

ATST  Solutions  helps  informatibn-intehsive  Global  20QD  companies  meet  market 
challenges  with  one  simple  notion:   Futurize.  By  forming  an  ongoing  alliance  with 
your    company,    AT&T    Solutions    will    not    only    create    network-driven  business 
advantages,  they  will  help  your  company  strengthen  its  core  competency,  change  the 
rules  of  competition,  and  excel  in  the  world  of  electronic  commerce. 

Absolutions  AT&T 

.  ©1996  AT&T 
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If  the  large  st fortunes 

|1ADE  0f  LOST  along  this 
|treet  are  by  the  people 

RESPONSIBLE  for 

Jpera tl n gthe  b u  i  1  d  i  ng  s . 
'  i  s  


In  you  think  about  Wall  Street,  you 
Btbly  think  buildings  and  money.  Now 
■ft  about  the  connection  between  the  two. 
■fceople  at  Johnson  Controls  have.  And 
HI  we've  come  up  with  is  absolutely 
■Jishing.  In  fact,  it  cost  over  $70  billion  to 
Hie  buildings  in  North  America  last  year. 
■Much  of  the  money  was  terribly  mis- 
Bjt.  On  energy,  maintenance,  repair 
■raffing.  Even  more  on  the  other  build- 
IBystems  and  support  operations  that 
■Jpart  of  a  modern  building  or  facility, 

■    SERVICE    BUILDING  O 


from  reprographics  to  communications 
to  security  and  corporate  real  estate. 

No  one  understands  facility  operational 
costs  better  than  Johnson  Controls.  And 
no  one  does  more  to  control  them.  We  can 
engineer  highly  efficient  building  energy 
systems.  We  can  streamline  and  manage 
the  operations  of  a  building  or  multiple  facil- 
ities. We  can  help  manage  your  properties. 
We  can  write  performance  contracts,  with 
guaranteed  savings.  We  can  help  compa- 
nies that  are  restructuring  make  the  best  use 

PERATIONS     AND  MAINTENA 


of  excess  or  underutilized  facilities.  And 
with  offices  in  200  cities  worldwide,  we  can 
bring  a  global  perspective  to  your  buildings 
and  their  operations. 

It's  a  vast  range  of  services.  But  the  goal 
is  simple.  Create  building  environments  that 
work  better  and  save  you  money.  Lots  of 
it,  often  millions.  Call  1-800-972-8040, 
ext.  298.  You  could  discover  a  fortune. 
Right  within  the  walls  of  your  building. 

JfgHNSON 

CONTROLS 

C  E    NETWORK  INTEGRATION 
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Paul  Wahl 
CEO 
SAP 


"Companies  must  respond  to  the  challenge 
of  rapid  change  with  dynamic  strategies.  The 
ability  to  adapt  immediately  to  new  customer 
needs  and  market  opportunities  is  a  decisive 
competitive  factor.  Adapting  requires  a 
powerful,  open  infrastructure  that  provides 
optimum  support  for  current  business 
operations  and  allows  flexible  adaptation  to 
change  and  progress. 

"The  answer  to  these  challenges  is  SAP's 
integrated  client/server  R/3  System. 

"Over  400,000  R/3  users  worldwide  attest 
to  the  capabilities  of  this  powerful  suite  of  business-process  software. 

"With  extensive  functionality  and  a  high  level  of  integration,  the  R/3 
System  covers  the  full  range  of  business  requirements,  including  financial 
accounting  and  controlling,  sales  and  distribution,  materials  management, 
production  planning  and  personnel  management. 

"Championing  a  new  breed  of  information  management  tools,  the  R/3 
System  boasts  two  main  advantages  that  make  it  a  suitable  choice  for  firms 
of  all  sizes  and  industries:  It  is  a  complete 
solution  embracing  all  business  functions,  and 
it  closely  links  related  business  tasks. 

"With  R/3  you  are  ready  to  meet  today's 
and  tomorrow's  challenges." 


I  


customers  mainframe-based 
customer  information  and  enter- 
prisewide  business  systems,  freeing 
the  customer  to  redeploy  current 
staff  to  focus  on  strategic  systems 
development.  The  vendor  brings 
proven  expertise  in  supporting 
mission-critical  and  complex  main- 
frame-based applications,  leveraging 
its  proprietary  applications  manage- 
ment methodology  that  incorporates 
project  management,  performance 
metrics  and  process  improvement. 
The  customer  is  now  free  to  focus  on 
business  transformation  issues  driven 
by  the  opportunities  presented  by 
deregulation  in  the "'utilities  industry. 

New  Management 
Outlook  on 
Outsourcing 

The  attitudes  of  both  management 
and  staff  toward  outsourcing  have 
changed  significantly  over  the  past 


Business  Process 
Software 


few  years.  Once,  outsourcing  was 
considered  only  when  mandated  by 
top  management.  Today,  it  is  often 
line  and  business-unit  managers  w  hc 
seek  outsourcing  initiatives  to  help 
satisfy  rigorous  staff  downsizing 
demands  and  maintain  tight  controls 
on  budget/expense  growth  —  while 
at  the  same  time  continuing  to  pro- 
vide adequate  and  often  increased 
levels  of  service,  competitive  busi- 
ness functionality,  enablement  of 
business-process  redesign  and  merg- 
er/ acquisition/ divestiture  activity. 
As  a  result,  many  managers  have 
seen  their  positions  shift  from  ones 
of  guaranteed  lifetime  employment 
to  ones  that  are  more  like  a  contrac- 
tors,  spanning  short  time  periods 
ranging  from  18  to  24  months. 
Many  managers  are  finding  that 


Outsourcing  as  Strategy 

"Companies  today  are  attempting  to  increase 
their  profits  and  spur  their  growth  by  focusing 
their  energies  and  investments  on  their  core 
capabilities  -  those  areas  where  they  can 
achieve  meaningful  and  enduring  advantages 
over  competitors.  Any  activity  determined  to 
be  outside  the  core  business  -  whether  it's 
purchasing  or  product  development,  manufac- 
turing or  sales  -  becomes  a  candidate  for 
outsourcing. 

"Outsourcing,  in  other  words,  has  become  a  strategic  issue,  one 
inextricably  linked  to  how  a  company  defines  itself,  organizes  its  people  and 
delivers  value  to  its  customers. 

"At  Mercer  Management  Consulting,  we  always  view  outsourcing  in  a 
strategic  context.  We  help  executives  make  the  right  outsourcing  decisions 
by  looking  carefully  at  the  implications  for  their  firm's  customers,  economics, 
competitive  positioning  and  long-term  growth.  When  outsourcing  makes 
sense,  we  help  plan  alliances  that  work.  And,  because  outsourcing  almost 
always  entails  major  organizational  change,  we  help  ensure  that  change 

takes  a  constructive 


Thomas  R.  Waylett 

Chairman 
Mercer  Management 
Consulting,  Inc. 


MERCER 

Management  Consulting 


course. 
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Its  become  the  business 

axiom  of  our  times:  Change  is 
a  necessary  catalyst  for  growth. 
Organizations  of  all  sizes  and  in  every 
industry  have  taken  up  the  challenge  to  reengi- 
neer,  reenergize  and  renew.  But  what  kind  of  change 
should  an  organization  undertake?  And  does  that  change 

require  the  upheaval  of  existing  resources? 

Cosourcing  is  a  cost-effective  strategy  in  which  organizations  combine 
internal  and  external  resources  to  achieve  their  goals.  Unlike  conventional 
outsourcing,  this  flexible  form  of  management  builds  on  existing  strengths 
and  increases  control  of  key  functions  such  as  internal  audit 
and  tax.  Cosourcing  is  built  upon  the  concept  of  collaboration.  Our 
experience  has  proven  that  the  most  cost-effective  solutions  often  lie  in 
coordinating  our  specialized  talents  and  hard-earned  insights  with  the 
knowledge   that   already   exists   within   our   clients'  organizations. 


Cosourcing 

concentrates  on  ways 

we  can  build  a 

stronger  organization 

together. 

c  o 


aboration 


outsourcing 


c  o 


sourcing 


The  Cosourcing  Practice  of  Deloitte  &  Touche  provides 
collaborative  resource  management  for  organizations 
that  wish  to  increase  their  efficiency,  manage  expenses 
and  create  world-class  business  operations. 

To  learn  more  about  our  customized  internal  audit 
or  tax  solutions,  call  Robert  Rothermel,  National 
Director  of  the  Deloitte  St  Touche  Cosourcing  Practice,  at 
800-590-2778. 


Deloitte  & 
Touche  llp 


We    Listen.    We  Deliver 
Deloitte  Touche  Tohmatsu  International 


outsourcing  can  be  beneficial  to 
their  careers.  Experience  has 
shown  that  outsourcers  can  produce 
on  lime  and  within  budget.  Con- 
ii actually,  they  must.  Transitioned 
personnel,  including  elements  of  the 
in -house  management  team,  often 
experience  a  rejuvenation  when 
they  find  themselves  as  profession- 
als working  for  a  company  that 
does  what  they  do.  The  shift  from 
a  cost-center  mentality  to  a  profit- 
center-oriented  mentality  can  fur- 
ther enhance  employees1  attitudes, 
and  they  can  often  augment  their 
income  with  a  discretionary  compo- 
nent tied  to  performance. 

More  Outsourcing 
Options  Than 
Evgr  Bgforg 

Multisourcing 

As  outsourcing  has  grown,  customers 
have  become  better  educated  in  the 
process,  and  are  more  demanding 
and  sophisticated  in  the  way  they 
seek  these  services.  Once,  organiza- 
tions went  out  to  bid  for  multiple 
services  to  several  large,  multiservice 
vendors,  hoping  to  find  one  that 
could  meet  all  then  needs.  Today, 
these  same  enterprises  recognize  that 
their  needs  may  best  be  met  by  a 
combination  of  best-of-breed  ven- 
dors supplying  the  required  services, 
a  practice  called  multisourcing. 

Despite  the  popularity  of  multi- 
sourcing, managing  multiple  services 
vendors  can  have  its  drawbacks. 
In  a  midtisourced  environment, 
relationship  management  is  more 
costly,  time-consuming  and  difficult, 
and  contracts,  service-level  compli- 
ance issues  and  performance 
incentives  and  penalties  may  vary- 
substantially  from  vendor  to  vendor. 
Opportunities  also  exist  for  vendors 
to  fingerpoint  if  the}'  fail  to  meet 


Outsourcing:  It's  Good  for  You  and 
the  Customer.  But  When  Should  a 
Company  Outsource? 

"Outsourcing  is  not  new,  but  it  certainly  has  become  more 
critical  to  the  bottom  line.  Here's  how  to  determine  why 
and  when  to  outsource. 

"A  company  is  most  efficient  when  it  focuses  on  its  core 
competencies.  To  determine  core  competency,  ask  yourself 
these  questions  about  each  component  and  process: 

■  Do  you  do  it  better  than  anyone  else? 

■  Are  you  adding  value?     ■  Are  you  the  most  efficient? 


Tom  Scott 
General  Manager 
Toshiba  Computer 
Systems  Division 


If  the  answer  is  'no'  to  any  of  these  questions,  you  should  consider  outsourcing. 
Why?  Because  without  outsourcing  wisely,  you  can: 

■  Lose  focus  ■  Lose  critical  mass     ■  Lose  efficiency 

■  Lose  customers     ■  Lose  money 

"Look  at  every  step  you  take  and  evaluate  it  critically  for  potential  outsourcing. 
If  you  are  not  the  most  efficient  at  a  task  or  if  you  are  not  adding  value,  then 
don't  do  it.  Outsourcing  is  effective  and  cost-efficient  for  you  and  the  customer. 
The  customer  gets  new  products  quicker  and  cheaper  than  ever  before,  while  you 
remain  focused  and  profitable." 

Tom  Scott  is  general  manager  of  the  Computer  Sciences  Division  at 
Toshiba  America  Information  Services  (TAIS).  Headquartered  in  Irvine 
California.  Toshiba  is  the  leader  in  portable  computer  manufacturing, 
and  has  just  recently  introduced  its  first  line  of  desktop  computers. 
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Office  Supplier  Partners  With  Roadway  Express 

When  Office  Depot,  the  world's  largest  office  products  retailer,  looked  to 
streamline  its  new-store  delivery  process,  it  teamed  up  with  Roadway 
Express,  a  leading  $2.3  billion  nationwide  LTL  motor  carrier. 

With  over  400  vendors  and  70-80  new  stores  per  year,  Office  Depot's  mer- 
chandise delivery  process  was  becoming  chaotic.  Ten  to  12  different  trucks 
were  pulling  up  to  the  loading  docks  each  day,  most  with  small  shipments. 
Keeping  track  of  the  paperwork  from  the  various  carriers  was  a  massive 
task.  So  the  company  chose  one  carrier  -  Roadway  Express,  which  had  the 
expertise,  nationwide  coverage  and  information  infrastructure  it  needed  -  to 
act  as  a  consolidator. 

"Choosing  Roadway  Express  as  a  partner  has  helped  us  improve  our  effi- 
ciencies and  reduce  costs  in  the  supply  chain,"  says  Art  Quintana,  Office 
Depot's  vice  president  of  merchandise  replenishment.  The  benefits  of  the 
program,  which  has  been  in  place  for  about  six  months,  have  been  consolida- 
tion of  delivery,  fewer  trucks  delivering  to  the  new  stores,  convenient  daily 
appointments,  timely  shipment  status  reports,  awareness  of  which  P.O.'s  have 
been  shipped  and  simplicity  in  obtaining  proof  of  deliveries. 

Quintana  adds,  "I'm  very  pleased  with  the  program:  It  has  resulted  in  sig- 
nificant administrative  savings  both  for  us  and  for  Roadway  Express." 


ROADWAY 

express 


Office  Products  at  Warehouse  Prices! 


With  Olsten 
outsourcing 

our  administrative  services, 
mailroom  and  reprographic 
departments,  I  never  stop  to 

think  who  s  who.  Because  all  functions 


are  totally  integrated^ 


Phyllis  Huffurd,  Administration  Manager,  Lexmark 


Lexmark  is  setting  the  pace  in  the  design  and  manu- 
facture of  desktop  printers  and  other  information 
products.  Committed  to  innovative  management  as 
well  as  products,  Lexmark  turned  to  Olsten 
Integrated  Management  Services. 

"Their  on-site  supervisor  manages  operations  so 
efficiently,"  says  Phyllis  Hufford,  Administration 
Manager  at  Lexmark,  "we  save  time  and  money." 

Olsten  integrates  its  management  practices  and 
full-time  people  into  an  organization's  unique 
structure  through  a  rigorous  process  of  analysis, 
implementation  and  ongoing  management. 

"Olsten  trains  its  people  to  fit  our  environment 
and  our  systems,"  says  Phyllis.  "It's  seamless." 

Olsten  is  leading  the  way  in  creating  integrated 
outsourcing  for  major  corporations.  Combining 
local  market  knowledge  with  a  global  support 


network  of  over  1300  offices,  we  enable  businesses 
to  focus  on  their  core  competencies. 

As  part  of  Olsten  Corporation,  one  of  the  largest 
human  resource  services  providers  in  the  world, 
Olsten  Integrated  Management  Services  delivers  a 
full  range  of  outsourced  management  support 
services  either  as  stand-alone  functions  or  completely 
integrated  management  support  infrastructures.  For 
more  information,  call  1-800-967-5669. 


Olsten 


Integrated 
Management  Services5 


ViSit  US  at  http://WWW.W0rkn0W.C0m  ©1996  Olsten  Corporation  E0EM/F/D/V 


The  Converging  on  Opportunity 
symposium  is  a  unique  event  hosted  by 
Cadence  Design  Systems,  Inc.  It  brings 
together  some  of  the  top  thinkers  and 
leaders  from  all  segments  of  the  elec- 
tronics industry  to  discuss  strategies  in 
constantly  changing  and  ever-converging 
markets. 

Two  of  the  featured  speakers  at  the 
most  recent  event,  Howard  Anderson, 
founder  and  president  of  The  Yankee 
Group — a  high-tech  consulting  firm — 
and  Joe  Costello,  president  and  CEO  of 
Cadence  Design  Systems,  Inc. — which 
makes  software  for  electronic  design — 
discuss  some  of  the  trends  evolving  in 
electronic  product  development. 

Anderson:  Partner- 
ship is  an  overused 
word  in  business  today. 
What  does  Cadence 
mean  by  partnership? 
Costello:  Our 
strength  is  helping  our  clients  realize  their 
business  objectives.  And  because  we're 
involved  with  such  a  critical  process — 
product  development — one  that  drops 
right  to  the  bottom  line,  we  want  our 
relationships  to  have  tangible  measure- 
ments. The  biggest  problem  I  have  with 
the  word  "partnership"  is  the  vagueness  of 
how  you  measure  the  results.  We  try  to 
make  it  very  clear. 

A:  Cadence's  customers  are  the  Who's 
Who  of  the  electronics  industry — 
Motorola,  IBM,  Sun,  Compaq,  NEC, 
Fujitsu,  Siemens,  Philips,  Sony — on  and 


on.  From  a  product  development  stand- 
point, what  keeps  these  companies'  leaders 
awake  at  night? 

C:  I  think  it's  really  a  balance  issue — 
trying  to  balance  delivering  value  to  their 
customers  and  the  day-to-day  struggles  of 
executing  very  complex 
product  development 
processes.  On  one  hand, 
they  have  to  keep  com- 
ing up  with  innovative 
ideas  while  maintaining 
a  close  relationship  with  their  markets.  On 
the  other  hand,  they  have  to  deal  with 
tough  issues — finding  and  maintaining  the 
right  expertise,  managing  cost  and  manu- 
facturing capacity  concerns,  assimilating 
the  latest  design  technology  into  their 
product  development  process,  optimizing 
their  design  processes.  It's  very  easy  to  lose 
sight  of  the  bigger  picture  and  what  your 
value  is  to  your  customers.  At  some  point, 
you  have  to  ask  yourself,  "what  is  my  core 
competency — and  why  am  I  spending  so 
much  time  and  money  on  areas  that 
aren't  really  where  I  add  value?" 

A:  Product  designs  are  getting  more 
complex  all  the  time.  Can  companies  keep 
up  with  the  challenge  given  today's 
product  development  model? 

C:  We're  already  seeing  signs  of 
change.  You  hear  a  lot  of  talk  about  the 
disaggregation  of  the  vertically  integrated 
corporation — for  example,  William 
Davidow's  piece  in  a  recent  issue  of 
FORBES  ASAP,  "The  Deconstruction  of 
the  Semiconductor  Industry."  More  and 


more  large,  vertically  integrated  electronics 
companies  are  segmenting  various  parts  of 
their  product  development  process  and 
working  with  specialized  partners  or  sup- 
pliers. Find  the  best  people,  form  the  best 
teams,  and  achieve  focused,  measurable 
results.  And  those  teams  don't  necessarily 
have  to  be  part  of  your  company. 

A:  Cadence  has  evolved  its  business 
model  over  the  past  year  by  adding  a  profes- 
sional services  aspect  to  the  company.  You 
seem  to  be  taking  a  page  from  the  IT 
services  playbook. 

C:  There  are  some  similarities  to  the 
IT  model.  The  process  has  become  too 
complex.  The  technology  is  complicated. 
There's  expertise  available  from  specialized 
outside  suppliers.  Companies  are  realizing 
the  product  development  process  may  not 
be  a  core  competency  for  them.  But  there 
are  two  big  differences  from  IT  when  you 
apply  services  to  an  engineering  discipline 
like  electronic  design.  First,  you  have  to 
come  from  a  position  of  technology 
strength  and  credibility  to  be  successful. 
Second,  you're  addressing  the  single  most 
important,  strategic  business  process  your 
customer  has.  Talk  about  mission  critical! 
How' much  more  mission  critical  can 
getting  your  product  out  the  door  on 
time,  at  cost,  and  at  the  right  spec  be? 

A:  Can  this  really 
work  for  a  business 
process  as  critical  as  a 
company's  product 
development?  Will  a 
company  go  so  far  as  to 


jutsource  its  product  design? 

C:  You  don't  need  to  outsource  every 
ime.  Our  recent  success  with  Motorola  is  a 
rood  example.  But  electronics  suppliers 
oday  need  every  competitive  advantage 
hey  can  get,  and  a  partnership  or  even  an 
utsourcing  relationship  often  makes  sense, 
y  using  additional  resources,  like  those 
hat  Cadence  can  supply,  companies  can 
perate  much  more  efficiently.  We  signed  a 
eal  with  Unisys  last  year  under  which  we 
anage  their  entire  chip  design  operation, 
hey  realized  that  implementing  chip 
esigns  wasn't  necessarily  something  they 
eeded  to  do  themselves.  Now  we  have  a 
'Design  Factory'""  concept  in  place  for  our 


Companies  are  looking  for  greater  return 
on  investment  in  every  aspect  of  the  prod- 
uct development  process,  because  you  can 
achieve  some  tremendous  cost  and  time 
savings.  And  time-to-market  pressures  are 
probably  the  biggest  challenge  of  all.  You 
simply  can't  miss  market  windows  in  areas 
like  computers,  multi- 
media, telecommunica- 
tions, and  networking 
products — the  real  hot 
markets.  Anything  we 
can  do  to  shave  weeks, 
even  days,  off  a  design  cycle  is  worth  its 
weight  in  gold. 

A:  So  how  do  you  measure  success 


company  that  makes  software  for  elec- 
tronic design.  We  simply  can't  be  successful 
without  great  technology.  And  in  this 
model,  we  become  our  own  customer,  so 
it  really  fuels  product  development.  We  get 
better  insights  into  real-world  design 
problems  and  can  drive  our  product 
strategy  from  that  viewpoint.  Electronic 
design  software  is  what  got  us  to  where 
we  are  today  and  it's  the  foundation  for 
our  service  approach. 

Cadence  Design  Systems,  Inc.  provides  com- 
prelwnsive  solutions  for  the  product  development 
requirements  of  the  world's  leading  electronics 
companies.  Cadence  is  the  largest  supplier  of 


ustomers.  Feed  your  great  design  idea  into 
factory,  let  us  run  the  machinations  of 
plementing  it,  and  get  a  very  concrete 
leliverable  from  us. 

A:  What's  driving  this  trend — why  are 
ompanies  looking  to  Cadence  to  take  on 
nore  responsibility  for  how  designs  get 
mplemented? 

C:  There  seems  to  be 
convergence  of  tech- 
nical, economic,  and 
aisiness  conditions  that 
re  making  the  Cadence 
pproach  more  accept- 
ble  than  it  might  have  been  five  years 
go.  Design  complexity  has  reached  an 
inprecedented  level — the  "productivity 
;ap"  between  what  can  be  built  and  what 
iesigners  are  actually  capable  of  imple- 
nenting  is  growing  wider  every  day. 


with  this  approach? 

C:  It's  a  lot  easier  than  the  old  model 
of  just  shipping  software  tools  and  letting 
the  customer  have  at  it.  We're  judged  by 
how  well  our  customers  achieve  their 
business  objectives — whatever  those  objec- 
tives might  be:  reduced  time-to-market, 
cost  savings,  profitability,  etc.  In  fact,  in  a 
lot  of  cases  we  have  a  shared-risk/shared- 
reward  relationship  with  our  customers.  It 
really  lets  people  know  we're  committed 
to  their  success. 

A:  So  is  Cadence  getting  out  of  the 
software  tools  business? 

C:  Hardly.  We're  investing  more  than 
ever  in  R&D — more  than  any  other 


software  and  services  used  to  accelerate  and 
manage  the  design  of  semiconductors,  computer 
systems,  networking  and  telecommunications 
equipment,  consumer  electronics,  and  a  variety  of 
other  electronic-based  products.  The  company  has 
more  than  3,000  employees  and  1995 
revenues  of  more  than  a  half  billion  dollars. 

Converging  on  Opportunity  is  an 
invitation-only  executive  symposium  for 
leaders  of  the  electronics  and  high  technology 
industry.  The  upcoming  event  will  be  held 
December  18-20,  1996  in  Palm  Springs, 
California.  It  will  be  hosted  by  Cadence 
Design  Systems,  Inc.  and  Forbes  Magazine. 
For  more  information  call  1.800.316.5692. 
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service-level  requirements  when 
other  vendors  are  providing  service 
that  may  functionally  overlap. 

But,  because  no  single  services 
vendor  will  be  able  to  best  meet 
all  of  a  large  enterprises  service 
requirements,  levels  of  multisourc- 
ing  will  increase.  To  keep  problems 
to  a  minimum,  The  Yankee  Group 
recommends  that  companies  choose 
vendors  carefully  to  contain  the 
number  of  individual  contract 
relationships.  Picking  vendors  with 
expertise  and  delivery  capabilities 
in  the  broadest  scope  of  business- 
process  areas  will  offer  the  greatest 
opportunity  to  expand  existing 
outsourcing  relationships  into  new 
areas  of  coverage  without  having  to 
engage  new  vendors  and  negotiate 
entirely  new  contracts. 


One-Stop  Shopping 

Given  the  nature  of  a  supply-and- 
demand  economy,  what  should  we 
expect  from  vendors  as  the  market 
demand  for  business-process  out- 
sourcing increases?  Expect  to  see 
many  more  offerings  from  many 
more  types  of  vendors.  We  already 
see  vendors  looking  to  propose  multi- 
year  deals,  with  deeper  discounts,  as 
well  as  more  comprehensive  involve- 
ment. They  are  leveraging  their 
expertise  and  proven  track  records 
in  given  business-process  areas  to 
convince  customers  that  they  can 
deliver  on  their  promises. 


"It's  clear  that  more  corporate  decision  makers  are  turning  to  the  science  of 
logistics  management  to  help  navigate  their  products  through  the  supply 
chain  at  the  lowest  cost.  A  $20  billion  industry  today,  many  think  the  con- 
tract logistics  market  will  double  by  the  year  2000. 

"This  growth  is  the  result  of  tremendous  cost  savings  and  efficiencies 
discovered  by  contracting  with  experts  such  as  Menlo  Logistics,  which 
has  emerged  as  an  innovative  force  in  this  industry.  We  provide 
customized  solutions  for  clients  such  as  Dow  Chemical,  IBM,  Coca-Cola, 
Hewlett-Packard,  Frito-Lay,  AT&T,  Frigidaire,  Reader's  Digest  and  Sears. 

"Technology  and  creativity.  These  are  our  strengths. 

"We  help  clients  synchronize  and  streamline  the  supply  chain,  replace 

inventory  with  information,  reduce  overall  supply  and  distribution  costs, 

optimize  transportation  and  improve  the  quality  and  timing  of  customer 

deliveries.  At  the  same  time,  these  efficiencies  enable  our  clients  to 

invest  more  capital  into  their  own  core  strengths,  sharpening  their 

competitive  edge."  .  .    ........  . 

John  Williford 

President  and  CEO 

Menlo  Logistics 


These  vendors  make  a  very  strong 
case  and  offer  formidable  user- 
selection  options.  Many  business- 
process  outsourcing  vendors  have 
greatly  expanded  their  areas  of  cov 
erage,  making  it  possible  for  users  to 
leverage  the  advantages  of  one-stop 
shopping  and  greatly  reduce  the 
selection  and  subsequent  relation- 
ship-management challenges.  For 
example,  one  of  the  most  successful 
manuf  acturers  of  client/ server  com- 
puting solutions  has  leveraged  just 
such  an  advantage  through  a  single 
outsourcing  relationship  with  one 
services  vendor  that  delivers  high- 
quality  environmental,  engineering, 
materials  management,  fire  protec- 
tion and  security  functionality. 

In  addition,  a  whole  new  category 
of  business-process  outsourcing  ven 
dor  is  emerging.  These  are  estab- 
lished IT  outsourcing  vendors  seek- 
ing to  broaden  their  services  revenue 
base  and  protect  against  potential 
saturation  of  their  traditional  mar- 
kets. Their  strategies  unfold  as  fol- 
lows. They  leverage  efforts  expend- 
ed in  building  competitive  business 
systems  for  existing  customers  by 
offering  to  take  them  to  market  and 
in  some  cases  share  a  portion  of  the 
revenues  with  the  original  customer. 

Taking  these  systems  to  market 
means  more  than  just  installing 
these  systems  for  new  customers  — 
the  vendors  are  looking  to  operate 
the  systems  as  well.  For  example, 
expect  to  see  a  vendor  that  builds  an 
image-based  statement  preparation 
system  for  the  banking  community 
offer  to  run  the  customers'  check - 
collection  operations.  Expect  to  see 
a  vendor  that  operates  an  automated 
teller  machine  (ATM)  network  for 
banking  clients  begin  to  offer  more 
comprehensive  services,  including 
ATM  deposit  settlement  and  cadi 
replenishment. 
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INTRODUCING  A  FLIGHT 
OF  THE  IMAGINATION. 
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BUILT-IN  28.8Kbps  MODEM 

With  a  built-in  voice/fax  modem  you 
can  stay  in  touch  with  the  world 

quickly  and  efficiently.  Other  telecom 
features  include  a  speakerphone 
and  answering  machine. 


MODULAR  6X  CD-ROM 

Tecra's  SelectBay "  lets  you  swap 
a  fast  6X  CD-ROM  drive  with 
a  modular  floppy  drive,  or 
even  a  second  hard  drive. 


FULL-MOTION  VIDEO 

Toshiba  s  Zoomed  Video  technology 
offers  full-motion,  full-screen  video 
and  MPEG  support,  all  on  a 
giant  12.1"  display 
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32-BIT  PCI  ARCHITECTURE 

Coupled  with  a  120MHz  Pentium9 
processor.  PCI  architecture  gives 
you  maximum  data  throughput 
for  superior  system  performance. 


COMPLETE  WITH  LANDING  GEAR. 
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POWERFUL  DOCKING 

The  optional  Desk  Station  V  Plus  provides 
instant  connection  to  your  desktop  setup  and 
includes  stereo  speakers,  a  SelectBay  "  as  well 

as  slots  for  PC  Cards.  PCI  and  ISA  cards. 


INTRODUCING  THE  NEW  TECRA.  Packed  with  cutting-edge  technology,  the  newest  Tecra  has  the  powet  to  make 

your  ideas  fly.  You  get  a  quick-thinking  Pentium  processor,  lightning-fast  PCI  architecture  and  a  massive  1.3  billion 
yte  hard  drive.  Plus,  Tecra  offers  powerful  multimedia  with  full-motion  video,  stereo  sound  and  a  6X  CD-ROM  drive 
you  can  swap  with  a  second  hard  drive.  Top  it  all  off  with  the  expansion  capabilities  of  the  Desk  Designer 
St;itn  'ii  Y  riiis,  and  you've  gi  >t  am  iteix  k  >L  that  will  fake  you  to  new  1  leights.  h»r  more  information     — H*j 
visit  the  Toshiba  website  at  http://computers.toshiba.com,  or  for  a  dealer  near  you,  call  1-800457-7777. 
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500CDT 

•  12.1"  dia.  color  active-matrix  TFT  display, 
800  x  600  resolution 

•  6X  CD-ROM 
500CS 

•  12.1'  dia.  color  dual-scan  DSTN  display, 
800  x  600  resolution 

•  Optional  6X  CD-ROM 


BOTH  MODELS 

•  120MHz  (2.9v)  Pentium-  processor, 
256KB  L2  cache 

•  PCI  system-bus  architecture 

•  16MB  of  EDO  DRAM  expandable  to  144MB 

•  1.3  billion  byte  (=1 26GB)  removable  hard  drive 

•  Built-in  28.8Kbps  voice/fax  modem 


SelectBay"  supports  3.5"  floppy  drive,  6X  CD-ROM 

or  optional  second  hard  drive 

HiQVideo1™  PCI  graphics  controller,  2MB  video  memory 

16-bit  Sound  Blaster*  Pro  compatible  audio  system  with 

stereo  speakers  and  microphone 

Supports  two  Type  II  or  one  Type  III  16-bit  PC  Cards, 

ZV  Cards  or  32-bit  CardBus  Cards 

FIR  (Fast  Infrared)  compliant  front  and  back  ports 


Lithium  Ion  battery 
Integrated  AC  adapter 

Optional  Desk  Station  V  Plus  docking  station 
Optional  NoteDock"  II  Enhanced  Port  Replicator 
Windows5  55  or  Windows"  for  Workgroups 
3-year  limited  warranty 
Toll-free  technical  support  -  7  days  a  week, 
24  hours  a  day 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 

©1996  Toshiba  America  Information  Systems,  Inc  All  specifications  and  availability  are  subiect  to  change.  All  products  indicated  by  trademark  symbols 
are  trademarked  and/or  registered  by  their  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  ot  Intel  Corporation 
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HOW  TO  BUILD 
WORLD-CLASS  OUTSOURCING 
RELATIONSHIPS 


identify  Business  Goals  to  Be 
Addressed  by  Outsourcing 

The  first  rule  management  should 
follow  when  considering  outsourcing 
is  to  clearly  define,  articulate,  rank 
and  communicate  the  business  goals 
to  be  achieved.  Typical  goals  that 
have  been  achieved  in  successful 
outsourcing  deals  to  date  include: 

■  Significant  reductions  in 
operational  costs 

■  Staff  head-count  reduction  with- 
out related  reduction  in  service 
(through  staff  transference  to  the 
supplying  vendor) 

■  Faster  and  cheaper  access  to 
improved  business  processes 
(through  the  quick  implementa- 
tion of  proven  methodologies, 
tools  and  services) 

■  Improved  customer  service 

■  Improved  time  to  market  for  new 
competitive  offerings 

■  Improved  access  to  global  markets 

■  Improved  employee  performance 
(a  byproduct  of  unproved  career 
opportunities,  training,  profit- 
and-loss  mentality,  etc.) 

■  Ready  access  to  increased  skill 
levels  (through  vendor-supplied 
management  and  staff) 

■  Access  to  resources  on  an  as- 
needed  basis,  paying  for  only 
what  is  needed,  when  it  is  needed 

■  Enterprise  management's  focus  on 
core  business  issues. 

Pick  from  this  list,  add  your 
company's  unique  goals  and  then  go 
forward.  Determining  and  ranking 
your  corporate  business  goals  for 
outsourcing  facilitates  the  process  of 
selecting  or  sequencing  combinations 
of  business  processes  to  be  out- 
sourced. For  example,  if  bottom- 
line  performance  benefit  from  opera- 
tional cost  reduction  has  the  highest 
priority,  choose  business  processes 


that  offer  the  biggest  potential  for 
savings  (e.g.,  procurement,  distribu- 
tion/warehousing, information  pro- 
cessing, etc.).  If  cost  is  the  prima i  \ 
business  driver,  make  sure  there  is  a 
detailed  understanding  of  all  internal 
cost  elements  of  the  in-house 
processes,  for  adequate  comparison 
to  the  vendor-proposed  alternatives. 
If  new  business  functions  are  a 
greater  need,  focus  the  outsourcing 
initiatives  on  those  f mictions  first. 

Risk  Factors  Temper  Goals 

The  degree  of  risk  that  your  man- 
agement is  willing  to  accept  will 
temper  the  business  goals  to  be  met 
through  outsourcing  and  will 
directly  affect  the  business-process 
selection  exercise. 


There  is  always  some  risk  intro- 
duced through  outsourcing.  Typical 
customer  concerns  include  vendor 
responsiveness  to  change,  a  contin- 
ued sense  of  urgency,  loss  of  intellec- 
tual property,  loss  of  control  and  loss 
of  internal  expertise  (making  it 
difficult  to  insource  the  function  if 
future  conditions  merit,  or  even 
properly  manage  the  ongoing 
outsourcing  relationship) . 

Risk,  much  of  which  can  be 
greatly  mitigated  through  careful 
planning  and  a  well-negotiated 
contract,  means  that  not  all  business 
functions  will  be  appropriate  for 
outsourcing  consideration.  Deter- 
mining which  f mictions  are  too 
important  to  be  outsourced  varies 
greatly  between  companies. 


Employee  Benefits 
Administration  Outsourcing 


Employee  benefits  administration  may  be  the  ideal  candidate  for 
outsourcing:  It  is  complex,  requires  specialized  expertise,  consumes 
inordinate  resources  in  terms  of  staff  time  and  systems  and  diverts  focus 
from  core  business  activities. 

In  our  experience,  employers  are  finding  it  ever  more  difficult  to  provide 
quality  service  to  their  employees,  dependents  and  retirees  while  coping  with 
increasingly  complex  tasks,  government  regulations  and,  oftentimes,  decreas- 
ing benefits  staff.  On  the  other  hand,  outsourcing  benefits  administration 
functions  -  perhaps  just  those  that  are  most  onerous  to  you  -  can  allow  you 
the  opportunity  to  focus  more  attention  on  managing  the  quality  and  direc- 
tion of  the  benefits  function  within  your  organization. 

The  decision  to  outsource  a  function  as  sensitive  and  complex  as 
employee  benefits  to  an  outside  service  bureau  is  not  one  that  is  taken  light- 
ly. We  have  engineered  more  than  20,000  such  transitions,  and  each  requires 
awareness  of  the  particular  needs  and  culture  of  the  employer. 

The  payoff  of  outsourcing  can  be  well  worth  the  temporary  angst. 
Immediate  relief  from  administrative  burdens,  application  of  industry 
expertise,  access  to  the  latest  technologies  and  avoidance  of  liabilities  for 

administrative  errors  —  not  to  mention  cost 
savings  -  can  be  reasonably  expected. 


JABR 

Information  Services,  Inc. 


This  ad  works  because 
we  had  nothing  to  do 

with  it. 


Sometimes  bringing  in  outside  knowledge  and  experience  is  the  smartest  thing  you  can  do. 
Why?  Because  it  allows  you  to  focus  on  the  processes  that  really  add  value  to  your  company. 

That's  what  KPMG  Business  Process  Solutions3"  is  all  about.  We  perform  critical  processes  for  our  clients 
so  they  can  concentrate  their  resources  on  those  that  keep  them  competitive  in  today's  ever  changing 
business  environment. 

To  gain  the  greatest  value  from  process  management  you  need  a  thoughtful  approach.  What's  the 
relationship  between  your  strategy  and  business  processes?  How  do  your  processes  create  value  for 
your  customers?  Where  can  knowledge  and  intellectual  capital  be  leveraged? 

KPMG  has  managed  knowledge  and  information  for  clients  for  100  years.  Now,  KPMG  Business  Process 
Solutions  leverages  our  industry-focused  consulting,  tax,  and  assurance  experience  with  state-of-the-art 
technology  and  best-of-class  process  methodology  to  create  even  more  value  for  our  clients. 

Clients  look  to  KPMG  for  thought  leadership  in  process  issues  because  that's  what  we  do  best.  Which  is  the 
same  reason  we  look  to  TBWA  Chiat/Day  to  handle  our  advertising. 


KPMG    BUSINESS    PROCESS  SOLUTIONS 


THE   GLOBAL  LEADER* 


To  receive  the  executive  summary  of  KPMG's  newly  released  business  process  and  outsourcing  survey  of  Fortune  500"  executives,  please  call 
201-307-7761  or  visit  our  web  site  at  http://www.us.kpmg.com/bps.  KPMG  Peat  Marwick  llp  is  the  U.S.  member  firm  of  KPMG  International. 
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John  F.  Keane 
President  and  CEO 
Keane,  Inc. 


Benchmarks  for 
Application  Outsourcing 

"Application  Outsourcing  -  outsourcing  the 
support  and  enhancement  of  existing  software 
applications  -  is  rapidly  gaining  favor  among 
businesses  as  a  way  to  focus  on  core  compe- 
tencies and  gain  control  over  software  assets. 

"To  be  successful,  outsourcing  should  be 
rooted  in  a  business-based  IS  strategy  and  ser- 
vices must  be  shaped  by  performance  metrics. 
For  example,  Keane,  Inc.'s  clients  use  out- 
sourcing to  focus  their  IS  resources  on  strategic  activities,  gain  access  to 
world-class  capabilities  and  lower  IS  costs  to  a  competitive  level. 

"Within  this  framework,  Keane  uses  metrics  to  gauge  productivity,  costs 
and  results.  Dollars  saved,  response  times,  problem-resolution  rates  and 
end-user  satisfaction  are  all  tracked  to  verify  Keane's  contribution  to  a 
client's  strategy  and  form  the  basis  for  ongoing  process  improvements." 


Keane,  Inc.  is  a  $450  million  software  services  outsourcing 
provider.  A  7996  Trends  Report  by  The  Outsourcing  Institute 
looks  at  the  dramatic  rise  in  application  outsourcing  and  out- 
lines the  outsourcing  strategies  of  four  leading  companies. 
Call  1-800-239-0296  for  a  complimentary  copy. 
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Determine  Ability  to  Engage 
Outsourcing  and  Its  Impact  on 
Other  Initiatives 

Once  you've  assessed  your  compa- 
ny's risk  level  and  functional  needs, 
determine  the  level  of  resources 
available  to  bring  about  a  success- 
ful outsourcing  initiative.  Assume  a 
six-to-nine-month  effort  for  a 
dedicated  individual,  and  a  50% 
commitment  from  a  support  staff  of 
six  to  nine  other  employees,  depend- 
ing on  the  scope  and  size  of  the 
functions  to  be  outsourced  for  each 
outsourcing  initiative  undertaken. 
Also  assess  the  business  impact  of 
these  redirected  resources. 

Completing  the  Process  — 
Selecting  the  Best  Vendor 

Having  completed  these  preliminary 
efforts,  assign  specific  responsibili- 
ties and  accountabilities  and  begin 
the  vendor- selection  process.  Key 
additional  elements  of  the  outsourc- 
ing engagement  process  include: 


■  Communication  of  the  details 
and  implications  of  the  outsourc- 
ing deal  to  management,  affected 
staff  and  users 

■  Resolution  of  human  resource- 
related  staff  transitioning  issues 

■  Selection  of  vendors  for 
consideration 

■  Development  of  a  request  for 
information  (RFI)  to  determine 
which  vendors  are  best  suited  to 
receive  the  request  for  proposal 
(RFP) 

■  Development  and  distribution  of 
the  RFP 

■  Vendor  due  diligence  (site  visits, 
corporate  background  checks, 
management  assessments, 
business  plan  reviews,  on-site 
presentations,  etc.) 

■  Customer  reference  checks 

■  RFP  response  review,  scoring, 
ranking  and  vendor  selection 

■  Management  presentations  and 
approval 

■  Contract  negotiation 


■  Employee  and  assel  transition 
and  conversion  to  the  vendor- 
provided  services. 
Critical  to  successful  engagement 
is  a  clear  and  accurate  statement  of 
the  business  goals.  These  should  be 
embodied  early  in  the  RF1/RFP 
documents  so  the  vendors  under- 
stand how  to  best  respond.  Clear 
and  easily  measurable  service  levels 
must  be  defined  earlv  for  inclusion 
in  the  RFP  so  that  the  solution  pro- 
posed and  its  related  costs  match 
the  exact  business  needs.  These 
service  levels  need  to  be  carried 
forward  as  service-level  agreements 
(SLAs)  in  the  final  contract. 
The  most  successful  outsourcing 
arrangements  are  those  in  which 
the  customer  and  vendor  have 
exactly  the  same  expectations  of 
the  services  to  be  provided 
from  the  very  beginning  of  the 
selection  process. 

Contract  negotiations  can  best  be 
served  by  approaching  the  process 
from  a  cordial  and  supportive 
rather  than  a  confrontational 
approach.  Prospective  outsourcing 
customers  need  to  understand  that 
the  most  successful  outsourcing 
deals  are  ones  where  the  supplying 
vendors  meet  or  exceed  the  business 
requirements  while  continuing  to 
make  an  acceptable  profit.  Vendors 
can  leverage  numerous  unique 
advantages  unavailable  to  an  inter- 
nal alternative  to  bring  improved 
service  capabilities  for  less  cost  — 
but  the  vendor  has  to  benefit  as 
well.  Negotiate  hard,  but  be  fair. 

Additional 
Challenges 

Internal  Staff  Resistance 

Despite  the  market's  acceptance  of 
outsourcing,  there  is  still  a  lingering 
perception,  particularly  among  in- 
house  employees,  that  outsourcing 
is  just  a  euphemism  for  downsizing 
Partly  driving  this  perception  is 
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corporate  and  line-of -business 
management's  continued  interest  in 
outsourcing  based  on  its  cost  effec- 
tiveness, asset-transference  benefits 
and  related  staff  head-count  reduc- 
tions. Sadly,  although  in-house 
employees  agonize  over  and  resist 
outsourcing  initiatives,  opportunities 
for  career  growth  and  happiness  can 
be  substantially  improved  working 
for  the  outsourcing  vendor,  even  if 
they  continue  working  at  the  same 
desk  for  the  same  enterprise. 
Working' as  an  employee  of  a 
company  whose  business  is  your 
specialty  almost  always  yields 
improved  financial  ami  psychologi- 
cal benefits.  Unfortunately,  percep- 
tion is  often  reality  in  the  beholders' 
eyes,  and  many  deals  have  been 
undone  even  before  they  could  be 
consummated  because  of  persistent 
employee  resistance. 


User  Concerns 

In-house  employees  are  not  the  only 
staff  members  who  resist  outsourcing 
initiatives.  Users  of  the  services  are 
generally  comfortable  with  the 
current  staff.  They  know  who  to  call 
to  get  tilings  done  and  can  use  their 
influence  to  change  priorities  as 
required.  Initial  user  perceptions  see 
the  outsourcing  vendor  working  at 
contract  arm's  length.  Users  are  con- 
cerned that  the  vendor  will  be  less 
responsive  and  lack  the  same  sense 
of  urgency  as  the  in-house  staff. 
Users,  who  ultimately  pay  the  bill  for 
the  outsourcing  services,  often  feel 
that  outsourcing  vendors  will  close 
the  business  on  the  basis  of  aggres- 
sive cost-savings  proposals,  knowing 
full  well  that  actual  revenues  and 
profits  will  be  increased  over  time  as 
unanticipated  requirements  are 
added  to  the  agreement.  Users 
hould  be  made  to  understand  that  a 
well -structured  and  well-managed 
Ideal  wall  mitigate  these  risks,  and 
that  their  lives  after  outsourcing  w  ill 
><■  substantial  improved. 
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Alan  R.  Schonberg 
President 
MRI 


"Clients  are  applying  the  concept  of  outsourc- 
ing to  the  human  resources  arena  at  an  ever- 
increasing  rate  and  with  ever-increasing 
effectiveness,"  says  Alan  R.  Schonberg, 
president  of  MRI,  the  world's  largest  search 
organization.  Schonberg  sees  the  same  princi- 
ples being  applied  to  HR  vendor  relationships 
as  were  applied  to  most  other  vendor  relation- 
ships in  the  late  1980s  and  early  1990s. 
"Clients  are  looking  for  a  staffing  solution  firm 
like  MRI  to  act  as  an  extension  of  their  HR  function;  to  provide  single-source 
economies  and  single-source  consistency  in  a  partnership  environment." 

This  trend  is  best  illustrated  by  a  recent  case  study.  A  leading  telecom 
firm  retained  MRI  to  be  its  single-source  recruitment  firm  to  find  and  place 
200  mid-level  and  senior  managers  in  sales,  finance,  IT  and  engineering.  In 
effect,  the  client  outsourced  its  former  in-house  recruiting  function  to  one 
firm  -  replacing  the  15  or  more  outside  recruiters  they  had  managed  in  the 
past.  The  results:  positions  filled  faster,  better  cultural  fit  of  candidates  and 
the  ability  for  the  telecom  client  to  concentrate  on  its  core  competency  — 
delivering  21st-century  voice,  data  and  image 
transmissions  to  its  clients. 


Corporate  management  should 
organize  a  careful  plan  of  education 
and  employee  awareness  to  quickly 
and  honestly  dispel  any  false 
perceptions. 

Final  Prescription 
for  Success  — 
Create  an  "Office  of 
Outsourcing" 

Enterprises  pursuing  outsourcing 
initiatives  are  advised  to  take  an 
organized  and  centrally  driven 
approach  in  going  forward.  The 
lessons  learned  when  outsourcing 
one  function  should  not  be  lost  to 
other  initiatives.  Companies  should 
consider  creating  a  permanent 
"Office  of  Outsourcing,1'  responsible 
for  evaluating  selected  in-house 
processes  to  determine  their 
suitability  for  outsourcing.  When 
more  than  one  initiative  is  under 
consideration,  this  group  should 
also  be  responsible  for  triaging 


requests,  based  on  requester 
need  and  tempered  by  potential 
corporate  payback. 

The  Office  of  Outsourcing  should 
take  responsibility  for  assuring 
consistency  of  approach  in  soliciting 
bids  from  potential  vendors.  It 
should  become  the  enterprise  repos- 
itory of  knowledge  for  building 
world-class  RFIs  and  RFPs.  The 
Office  should  develop  lists  of  vendors 
to  be  considered  for  solicitation. 
Once  responses  have  been  received, 
the  Office  should  take  responsibility 
for  assuring  fairness  and  accuracy 
of  response  evaluation.  It  should 
create  and  maintain  a  standard  set 
of  selection  criteria  to  be  used 
during  the  evaluation  process. 
These  standard  criteria  will  have  to 
be  augmented  and  customized  with 
each  new  effort,  depending  on  the 
nature  of  the  function  to  be  out- 
sourced. The  Office  of  Outsourcing 
should  facilitate  the  scoring  process, 
making  sure  that  weighting  and 


scoring  are  fairly  done,  neutralizing 
any  biases  based  on  evaluators' 
personal  preferences. 

When  a  vendor  is  finally  select- 
ed, the  Office  of  Outsourcing  should 
assist  the  requester  in  contract 
terms  negotiation,  working  with 
both  in-house  counsel  and  external 
expert  counsel,  as  required.  Finally, 
from  a  deal-management  perspec- 
tive, the  Office  should  assist 
outsourcing  managers  in  ensuring 
consistency  of  service.  The  Office 
should  regularly  and  independently 
audit  existing  outsourcing  relation- 
ships to  guarantee  that  the  goals  for 
each  specific  initiative  are  being 
met.  Outside  independent  third- 
party  expert  resources  should  be 
utilized  as  required  to  augment 
this  function.  This  audit  should 
include: 

■  Tracking  levels  of  customer 
satisfaction 

■  Service-level  agreement 
compliance 

■  Achievement  of  proposed  value 
propositions 

■  Cost  containment  or  reduction 
goals 

■  Efficiency  of  operation 

■  Continued  competitive  pricing  of 
delivered  services. 

The  final  and  most  important 
charge  for  the  Office  of  Outsourcing 
would  be  to  serve  as  the  enterprise's 
education  and  information 
distribution  vehicle  for  all  matters 
pertaining  to  proposed  and  existing 
outsourcing  initiatives.  The  Office 
should  explain  to  potentially  affect- 
ed employees  and  users  why  out- 
sourcing is  being  considered  for 
their  functions,  what  the  expected 
impact  and  opportunities  will  be 
for  them  and  what  the  enterprise 
is  doing  to  protect  their  interests. 
The  Office  should  be  working 
closely  with  the  human  resources 
department  to  ensure  that  questions 
from  potentially  affected  staff 
members  are  quickly  answered. 


Legacy  Systems 

Keane's  proven  Application  Outsourcing 
solution  can  provide  quick  relief. 

We  can  help  you  gain  control  over  soft- 
ware assets  by  establishing  a  fixed  cost 
for  supporting  and  enhancing  existing 
technology  at  service  levels  you  designate 
According  to  a  1996  Outsourcing  Institute 
Report,  Keane  clients  surveyed  achieved 
up  to  25%  savings  in  systems  maintenance 
costs  and  equal  or  improved  user  satisfac- 
tion. Outsourcing  also  enabled  them  to 
redirect  internal  resources  toward  more 
strategic  initiatives. 

Iy  Keane,  Inc.,  a  S450M  software  ser- 
vices  company,  offers  Application 
keane  Outsourcing,  Year  2000  Compli- 
ance, Application  Development  and  Help 
Desk  Outsourcing  services. 

For  a  complimentary  copy  of  the  Outsourcing 
Institute  Report  and  a  copy  of  any  of  Keane's 
outsourcing  white  papers,  call 

I-80O-239-O296. 
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Misconceptions  concerning  out- 
sourcing continue  to  impede  the 
speed  with  which  companies  can 
engage  the  capabilities  of  out- 
sourcing, and  often  cause  undue 
concern  among  employees.  It  is 
important  that  the  air  be  cleared 
of  these  misconceptions  as  quickly 
as  possible. 

In  the  future,  enterprises  will  be 
forced  to  engage  many  more  out- 
sourcing relationships  in  many  more 
operational  areas  in  order  to  gain 
competitive  advantage.  Managing 
the  outsourcing  process  efficiently 
and  effectively  will  be  of  paramount 
importance  to  the  enterprise's  future 
success.  The  development  of  and 
commitment  to  maintaining  an 
empowered  Office  of  Outsourcing 
could  be  the  strategic  difference  that 
guarantees  consistency  of  success. 

In  Summary 

As  the  end  of  the  decade  approach- 
es, continued  corporate  success  and 
ultimately  survival  will  hinge  on 
how  well  and  how  quickly  enter- 
prise management  can  leverage  all 
available  tools  to  maximize  competi- 
tive position,  improve  customer 
satisfaction  and  increase  profit- 
ability. When  properly  utilized, 
outsourcing  is  a  key  tool  for 
ensuring  business  success  that 
cannot  be  ignored.  Management 
must  become  expert  on  how  to 
best  evaluate,  engage  and  manage 
this  effective  business  delivery 
alternative.  □ 


The  author  can  be  reached  for 
comments  or  questions  at: 
The  Yankee  Group 
31  St.  James  Avenue 
Boston,  MA  02116-4114 
(617)  956-5000 

e-mail:  pharris@yankeegroup.com 
Edited  by  Christina  Lambert  Clarke. 
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PKS  Information  Services,  Inc.  is  a  full- 
service  information  technology  company 
providing  computer  outsourcing  and 
systems  integration  services  nationwide. 
The  company  has  a  long,  successful  track 
record  of  providing  custom-tailored  com- 
puter outsourcing  services.  Its  technologi- 
cal expertise  encompasses  all  computing 
environments  from  mainframes  to  client/server  platforms.  A  network 
integration  group  designs  and  implements  all  LAN/WAN  topologies  and 
network  management  platforms.  A  business  software  group  defines, 
develops,  implements  and  supports  application  software.  The  company's 
Suite  2000™  service  helps  customers  convert  source  code  to  make  it 
century-date  compliant.  LexiBridge,  a  PKS  company,  helps  customers 
port  legacy  COBOL  applications  to  client/server  platforms. 

"PKS  is  service.  The  pursuit  of  total  customer  satisfaction  is  the 
driving  force  behind  all  of  our  actions  and  forms 
the  basis  for  our  single  most  important  ideal." 


Raul  Pupo 
President  and  CEO 
PKS  Information  Services,  Inc. 


HI ..  l 


PKS 

INFORMATION 
SERVICES,  INC 

A  Peter  Kiewit  Sons'  Company 


Hats  Off 

"Roadway  puts  a  lid  on  this  problem. " 

The  Bollman  Hat  Company  was  under  the  gun.  A  large 
retailer  had  insisted  that  Bollman  piovide\eleCtTOTliC 


Advance  Shipment  Notices 


or  pay  stiff  fines. 
With  the  'drop-dead'  date  only  a  few  weeks  away,  Bollman  Hat 


risked  losing  a  valuable  account. 


Roadway's  local  customer  service  team  sprang  into 
action.  Sales  rep  Ernie  Magalotti  understood  Bollman's 
dilemma  and  knew  Roadway's  E-Z  Packsm 


shipment  management  software  could  help  the 
hatmaker  meet  its  customer's  demands. 
The  Bollman  people  were  impressed.  "Roadway 
TifffiMi         ff  iffff  ^lW/gMfliH  says  Bollman 
Vice  President  Chris  Fitterling.  "In  just  a  few  weeks, 
Roadway's  support  team  had  the  new  software  installed 
and  we  transmitted  our  first  ASN  to  the  retailer.  It's 


the  future  of  shipping. 


Product  turnaround  time  has  improved  dramatically. 
Hats  off  to  a  three-way  win  for  Bollman,  the  retailer,  and  Roadway!" 
r\BK5  Wi^Sil  1  Roadway  blends  the 

most  efficient  network  with  the  best  work  force 
in  the  industry  to  deliver  exceptional  customer 
service  to  you. 


ROADWAY 
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Call  your  local  service  center  today  or  Roadway  toll-free  at. 


1-800-257-2837 


http://www.roadway.com   e-mail:  rexmail@roadway.com 


Exceptional  Service.  .  .No  Exceptions 


Passion 
and  profits 


BY  JERRY  FLINT 


The  old  General  Motors  didn't  get  to  the 
top  of  the  heap  by  playing  it  safe.  It  was  the 
style  leader — first  with  the  fins,  the  longest 
hoods,  the  big  wheel  openings  created  to  give 
the  look  of  motion.  A  technological  leader, 
too,  developing  the  high-compression 
engines  and  the  first  practical  automatic 
transmissions.  The  old  GM  was  willing  to  take 
risks:  Remember  the  Chevy  Corvair,  the  small 
car  built  with  an  aluminum,  air-cooled  rear 


Jerry  Flint,  a  former  engine?  Ralph  Nader  helped  kill  it  by  making 
Forbes  Senior  Editor,  it  a  target  in  his  quest  for  money  and  notori- 
has  covered  the  ety.  But  it  was  an  ambitious  car,  a  bold  car,  a 

automobile  industry        pioneering  move. 

since  1958.  That  passion  for  cars,  that  product  and 

technological  daring,  pushed  GM  to  45%  to 
50%  of  the  market.  GM  was  unbeatable.  So 
much  so  that  the  government  even  consid- 
ered breaking  it  up  to  protect  poor  Ford  and 
Chrysler.  Maybe  it  was  the  antitrust  threat, 
maybe  it  was  the  shock  of  being  Nader's 
target,  maybe  it  was  just  middle  age.  The 
old  tiger  got  lazy.  Design  and  engineering 
should  be  middle-of-the-road.  Nothing 
extreme.  Everything  for  everybody.  Don't 
get  anyone  angry. 

Playing  it  safe,  GM  fell  from  the  mountain. 
That  45%  to  50%  market  share  dwindled  to 
31%  and  is  still  sliding. 

In  one  of  the  small-car  segments,  gm's 
Chevrolet  Cavalier  takes  just  11%  of  the 
market  this  year.  In  the  middle,  the  Chevy 
Lumina  takes  16%  of  its  segment.  The  Cadil- 
lac Seville  takes  6%  of  its  luxury  segment. 
Even  these  percentages  are  exaggerated 
because  many  of  those  GM  cars  didn't  go  to 
regular  buyers  but  to  rental  car  fleets. 

The  complacency  is  gone  now.  GM  has  1 5 
new  models  coming  out  over  the  next  six 
months.  These  new  ones  look  better,  but  they 
still  lack  that  old  GM  flair,  that  daring,  that 
panache.  GM  did  try  a  few  striking  designs  in 
recent  years,  but  without  much  success.  The 
best-known  effort  was  its  pointy-nosed  mini- 
van,  which  looked  like  a  big  Dustbuster. 
Clearly  a  failure,  it  is  being  replaced  with  a 
more  conventional  van  this  fall.  Another 
dabble  in  the  risque  is  the  Oldsmobile 
Aurora,  a  four-door  sports  sedan  in  the 
$35,000  class.  It's  a  fine  car  but  no  great 
iy.c*  sales  success. 

My  guess  is  that  GM  still  thinks  in  terms  of 

Forbes  ■  October  21,  1996 


making  cars  for  big  markets — the  low-end 
market,  the  middle  market,  the  high-end 
market.  But  that  isn't  the  way  things  are  in 
the  1990s.  Bob  Lutz,  president  of  Chrysler, 
figured  this  out  a  while  ago,  that  the  prolifera- 
tion of  models  and  companies  selling  cars  in 

The  former  Ford  chairman 
told  me  that  cars 
"must  be  desirable." 
He  made  "desirable"  sound- 
like  sexy — sensual. 
General  Motors'  people 
didn't  understand  that. 

the  U.S.  has  turned  everyone  into  a  niche 
marketer.  He  would  say,  "Give  me  five  cus- 
tomers out  of  a  hundred  who  must  have  my 
car,  who  can't  live  without  it,  and  I  don't  care 
if  the  other  95  hate  it."  Bob  believes  in 
putting  the  passion  back  into  cars. 

Former  Ford  chairman  Donald  Petersen 
once  told  me  that  cars  "must  be  desirable." 
He  made  "desirable"  sound — like  sexy — sen- 
sual. He  said  that  General  Motors  people 
didn't  understand  that  people  need  to  lust 
after  their  cars,  not  just  like  them. 

Lee  Iacocca  explained  that  a  company  must 
protect  what  he  called  "the  family  jewels."  At 
Chrysler  he  meant  the  minivans  and  the  Jeeps. 
In  these  segments  where  you  were  strong  and 
made  big  money,  you  didn't  give  the  other 
fellow  an  inch.  GM  still  doesn't  seem  to  get  it. 
At  GM  those  jewels  are  the  big  pickup  trucks, 
the  Saturn  and  the  big  Tahoe  and  Suburban 
utility  vehicles.  GM  has  fallen  short  on  protect- 
ing them.  Chrysler's  Dodge  Ram  pickups  and 
Ford's  new  F  series  are  biting  chunks  out  of 
the  Chevy  pickup  business.  Ford  is  also 
launching  a  big  new  utility  vehicle,  the  Expe- 
dition, aimed  right  at  those  GM  big  utility 
vehicles.  GM  has  spent  three  years  deciding  if 
and  how  to  get  Saturn  a  second  model,  and 
will  take  three  more  years  to  get  it  into  pro- 
duction. That  is  just  too  long. 

The  GM  boys  and  girls  aren't  asleep,  haven't 
been  for  years.  They  bring  out  good  cars, 
slash  away  at  costs.  But  I  wonder:  Have  they 
forgotten  what  the  old  GM  people  knew  so 
well?  That  cars  aren't  a  commodity.  You  have 
to  make  cars  people  love.  Ml 
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Want  to  create  more  jobs  in  your  town?  Reduce  taxes, 

i  government  more  efficient.  The  jobs  will  come. 


t's  the  costs 


By  Suzanne  Oliver 
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tupid 


Why  do  some  cities  wane  while  others  wax  prosperous?  In 
spite  of  the  national  economic  recovery,  New  York  City,  Los 
Angeles  and  San  Francisco  lost  217,100  jobs  over  the  past  rive 
years.  More  than  compensating,  Atlanta  added  402,000, 
Phoenix,  265,000  and  Las  Vegas,  162,000. 

There's  no  mystery:  Business  creates  jobs,  and  business 
goes  where — other  things  being  fairly  equal — costs  are  low. 
Taxes  are  not  the  only  factor  in  costs,  but  they  are  one  of  the 
most  variable  factors.  The  only  mystery  is  why  this  should  be 
a  mystery. 

Take  Las  Vegas.  Sure,  gambling  is  booming,  but  why  in  Las 
Vegas?  One  reason  is  that  Las  Vegas  is  a  low-cost  place  for 
doing  business.  Low  taxes  are  an  important  element.  With 
lower  taxes,  everything  else  becomes  cheaper,  too:  wages, 
rents,  energy  costs. 

Patrick  Howie  of  Regional  Financial  Associates,  Inc., 
recently  demonstrated  the  relationship  between  costs  and  job 
growth.  Using  a  business-cost  index  that  incorporates  labor 


100  =  U.S.  average  business  cost 

70 


Cities  with  above-average  business  costs 


Five-year  job  growth  (% 


Control  costs,  attract  jobs 


The  costs  of  doing  business  in  the  18  cities  on  the  left  page  are  less  than  the 
national  average,  while  for  the  cities  above,  costs  exceed  the  average.  No  sur- 
prise which  cities  have  won  (and  lost)  new  jobs  over  the  past  five  years.  The 
chart  also  shows  how  the  cities  stack  up  in  terms  of  local  taxes,  energy,  rent 
and  labor.  These  cost  data  were  compiled  by  Patrick  Howie,  of  West  Chester,  Pa. 
based  Regional  Financial  Associates,  Inc.,  who  calculated  a  business-cost  index 
number  for  each  city.  For  example,  low-cost  McAllen,  Tex.'s  index  number  is  81, 
nearly  20%  below  the  national  index  of  100.  For  New  York,  the  cost  index  figure 
is  a  high  142.  New  York's  job  base  has  shrunk  by  1%  since  1991. 
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Sources:  Regional  Financial  Associates,  Inc.;  U.S.  Bureau  of  Labor  Statistics. 
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Cities  ef  the  future 

Fueled  hi  iimmm,  computers  and  semiconductors,  these  25  cities  are 
likely  to  fcave  the  country's  highest  job  growth  over  the  coming  five  years. 


jlk.  Aerospace 


I 

A 


0. 

Biotechnology    ^  •* 


A     Data  'tffifiP1'  Semiconductors 

M  processing 


Software 


Industrial  equipment 

Pharmaceuticals 

Retirees 


Telecommunications 


Tourism 


Estimated  number  of  new 
jobs  over  the  next  five  years 


Sarasota/Bradenton 
A19.000 


Tampa/ 
St.  Petersburg/ 
Clearwater 
A89.000 


Nashville 
±56,000 


Source:  Regional  Financial  Associates,  Inc. 


and  energy  costs,  local  taxes  and 
office  rents,  Howie  showed  that  most 
low-cost  cities  boom,  while  most 
high-cost  cities  either  grow  slowly  or 
contract  (see  chart,  p.  252). 

His  studies  imply  that  one-time  tax 
breaks  are  not  the  answer.  Tell  that  to 
Rhode  Island.  In  a  bid  to  grab  jobs 
from  Massachusetts,  Rhode  Island 


recently  reduced  income  taxes  for 
businesses  in  the  securities  and 
mutual  fund  industries,  but  kept  taxes 
at  high  levels  for  everybody  else. 
Boston-based  Fidelity  Investments 
immediately  announced  that  it  would 
move  650  jobs  to  Rhode  Island. 

But  in  cutting  special  deals,  Rhode 
Island  may  be  cutting  its  own  throat. 


It  hasn't  improved  its  climate  to  nur- 
ture startups,  and  young  companies 
have  provided  most  of  the  job 
growth  in  the  past  five  years.  These 
small,  new  companies,  often  short  of 
capital,  cannot  afford  to  operate  in 
high-cost  areas.  Moreover,  by  leaving 
a  heavy  tax  burden  on  existing  busi- 
nesses, the  state  encourages  them  to 
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'After  you've  experienced  Ultravision® 
everything  else  is  just  television/' 


The  drama  of  true-to-life  images  enveloped 
in  lifelike  audio.  Incredibly  vivid  colors 
seen  in  amazing  clarity.  Sound  that  impacts 
your  mind  as  much  as  your  ears.  This  is  what 
differentiates  the  Ultravision  experience 
i  from  merely  watching  television.  A  difference  made  possible  by 
technological  advances  that  are  unique  to  Hitachi,  such  as  the 
HDTV  Lens  System  that  significantly  improves  picture  quality 
i,  by  using  higher  grade  optics  and  state-of-the-art  lens  design. 

Hitachi's  exclusive  high-output 
Ultravision  Projection  Tubes,  together  with 
large  diameter  electron  guns,  further 
improve  focus  clarity  by  providing  more 
precise  magnification  and  increased 
accuracy  of  the  electron  beam's  shape. 

To  ensure  that  your  television  main- 
■!  tains  its  sharpness,  Hitachi  developed 


ocus 


Magic  Focus,  the  industrys  oruy  autome 
digital  convergence  system.  And  becau^ 
the  Ultravision  experience  demands  sound 
that's  as  breathtakingly  sharp  as  our 
picture,  Hitachi  has  taken  Dolby  Pro- 
Logic*  Surround  Sound  to  an  even  higher 
level  with  a  built-in  center  channel  speaker. 

And  thafs  just  the  beginning.  There's  also  Hitachi's 
Wireless  Sound  Delivery  System,  Perfect  Volume,  UltraTEC 
Color  Coded  On-Screen  Display,  MultiViewer  Dual  Tuner  PIP, 
Auto  Link,  Plug  &  Play...the  list  of  Hitachi  features  goes  on 
and  on.  As  will  your  viewing  pleasure.  So  much  so,  that  once 
you've  experienced  Ultravision,  you'll  never  settle  for  plain 
old  television  again.  Like  every  product  Hitachi  makes,  from 
computers  and  semiconductors  to  power  tools  and  power 
plants,  we  put  innovation  and  quality  first  to  make  sure  your 
satisfaction  will  last. 


A  TOTALLY  NEW  VISION 

For  more  information  about  Hitachi,  call  l-80(VrfttiCHI  or  visit  our  web  site  at  https'/wwwhitachLcom  9 19%  Hitachi,  Ltd.  Dolby  Pro-Logic  is  a  registered  trademark  of  Dolby  Laboratories  Licensing  Corporation. 


a  of  the  States 


State 

— Number  of  jobs — 

%  change 

Per  capita 

-Taxes  as  a  %  of  income  

State 

January  1900 

July  1996 

total  created          90-  9B 

income 

total 

federal 

state  &  local 

Tgvji ; 

6,980,400 

8,281,800 

1,301,400 

18.6% 

$23,044 

33.6% 

22.5  % 

11.1% 

Texas 

5,352,100 

6,176,100 

824,000 

15.4 

25,404 

33.4 

22.7 

10.6 

Florida 

2,977,100 

3,599,400 

622,300 

20.9 

23,874 

32.7 

22.0 

10.7 

Georgia 

Kentucky 

1,167.300 

1,668,800 

501,500 

43.0 

20,816  . 

33.1 

21.4 

11.7 

Kentucky 

Ohio 

4,836,100 

5,318,300 

482,200 

10.0 

24,355 

34.0 

23.1 

11.0 

Ohio 

Illinois 

5,251,700 

5.695,100 

443,400 

8.4 

27,565 

34.9 

24.3 

10.7 

Illinois 

Michigan 

3,920,600 

4,326,700 

406,100 

10.4 

26,088 

35.4 

23.5 

11.9 

Michigan 

North  Carolina 

3,109,500 

3,507,300 

397,800 

12.8 

23,087 

33.1 

21.4 

11.7 

North  Carolina 

Colorado 

1,498,800 

1,892,600 

393,800 

26.3 

26,299 

33.4 

23.3 

10.1 

Colorado 

Arizona 

1,468,100 

1,859,500 

391,400 

26.7 

23,099 

32.6 

20.9 

11.7 

Arizona 

Tennessee 

2,186.300 

2,557,900 

371,600 

17.0 

22,823 

32.3 

22.3 

9.9 

Tennessee 

California 

12,409,800 

12,757,100 

347,300 

2.8 

25,521 

34.3 

22.6 

11.7 

California 

Wisconsin 

2,264,500 

2,587,800 

323,300 

14.3 

24,326 

36.9 

22.9 

14.0 

Wisconsin 

Minnesota 

2,113,300 

2,431,800 

318,500 

15.1 

26,191 

36.9 

23.5 

13.4 

Minnesota 

Washington 

2,112,900 

2,412,100 

299,200 

14.2 

26,093 

35.8 

23.4 

12.4 

Washington 

Indiana 

2,509,000 

2,782,000 

273,000 

10.9 

23,829 

33.1 

22.4 

10.7 

Indiana 

Utah 

709,600 

961,500 

251,900 

35.5 

20,574 

32.4 

20.6 

11.8 

Utah 

Oregon 

1,233,200 

1,476,500 

243,300 

19.7 

24,311 

34.3 

22.4 

11.9 

Oregon 

Nevada 

607,800 

850,300 

242,500 

39.9 

28,783 

33.7 

22.9 

10.8 

Nevada 

Louisiana 

1,569,200 

1,799,600 

230,400 

14.7 

20,963 

31.5 

21.7 

9.8 

Louisiana 

Virginia 

2,896,300 

3,121,800 

225,500 

7.8 

26,016 

32.7 

22.7 

10.0 

Virginia 

Missouri 

2,342,700 

2,557,800 

215,100 

9.2 

24,090 

31.3 

22.3 

9.0 

Missouri 

Alabama 

1,625,300 

1,821,000 

195,700 

12.0 

20,821 

31.0 

21.8 

9.2 

Alabama 

Arkansas 

915,000 

1,086,800 

171,800 

18.8 

19,654 

33.9 

22.6 

11.3 

Arkansas 

Oklahoma 

1,178,100 

1,343,600 

165,500 

14.0 

20,206 

33.1 

21.9 

11.2 

Oklahoma 

Iowa 

1,216,400 

1,377,700 

161,300 

13.3 

23,735 

34.1 

21.9 

12.3 

Iowa 

South  Carolina 

1,529,300 

1,684,000 

154,700 

10.1 

20,669 

32.2 

21.4 

10.7 

South  Carolina 

Mississippi 

927,200 

1,078,600 

151,400 

16.3 

18,690 

31.3 

20.2 

9.0 

Mississippi 

Kansas 

1,081,800 

1,227,400 

145,600 

13.5 

24,097 

34.3 

22.8 

11.5 

Kansas 

New  Mexico 

572,300 

717,500 

145,200 

25.4 

20,184 

36.2 

21.4 

14.8 

New  Mexico 

Idaho 

376,100 

501,300 

125,200 

33.3 

22,042 

33.6 

21.5 

12.1 

Idaho 

Nebraska 

719,300 

832,300 

113,000 

15.7 

24,083 

34.0 

22.4 

11.6 

Nebraska 

Pennsylvania 

5,181,500 

5,274,800 

93,300 

1.8 

25,512 

35.4 

23.2 

12.3 

Pennsylvania 

West  Virginia 

623,800 

698,900 

75,100 

12.0 

19,939 

31.8 

20.6 

11.2 

West  Virginia 

South  Dakota 

284,200 

354,600 

70,400 

24.8 

22,804 

31.6 

22.2 

9.4 

South  Dakota 

Montana 

293,600 

359,400 

65,800 

22.4 

20,723 

33.7 

22.3 

11.4 

Montana 

North  Dakota 

263,100 

309,700 

46,600 

17.7 

21,622 

35.2 

22.7 

12.5 

North  Dakota 

Alaska 

230,900 

264,600 

33,700 

14.6 

26,072 

33.5 

25.2 

8.3 

Alaska 

New  Hampshire 

517,900 

551,200 

33,300 

6.4 

27,516 

35.8 

23.5 

12.3 

New  Hampshire 

Delaware 

343,800 

376,100 

32,300 

9.4 

27.109 

31.6 

25.2 

6.4 

Delaware 

Wyoming 

195,200 

221,300 

26,100 

13.4 

23,598 

33.7 

24.0 

9.7 

Wyoming 

Maryland 

2,166,700 

2,188,600 

21,900 

1.0 

28,443 

34.7 

23.2 

11.5 

Maryland 

Vermont 

261,000 

275,100 

14,100 

5.4 

22,911 

35.9 

22.6 

13.3 

Vermont 

Hawaii 

516,700 

527,100 

10,400 

2.0 

27,013 

35.9 

21.9 

14.1 

Hawaii 

Maine 

543,600 

540,200 

-3,400 

-0.6 

22,412 

34.2 

21.0 

13.2 

Maine 

Rhode  Island 

456,600 

439,100 

-17,500 

-3.8 

25,163 

36.2 

23.9 

12.3 

Rhode  Island 

Massachusetts 

3,049,500 

3,022,900 

-26,600 

-0.9 

29,559 

35.4 

24.0 

11.4 

Massachusetts 

New  Jersey 

3,682,800 

3,642,200 

-40,600 

-1.1 

31,818 

37.8 

24.9 

12.9 

New  Jersey 

District  of  Columbia 

686,900 

629,900 

-57,000 

-8.3 

34,723 

38.9 

24.0 

14.9 

District  of  Columbia 

Connecticut 

1,647,300 

1,581,300 

-66,000 

-4.0 

32,773 

41.4 

27.4 

14.1 

Connecticut 

New  York 

8,258,100 

7,926,400 

-331,700 

-4.0 

29,139 

40.2 

24.1 

16.1 

New  York 

MEDIANS 

161,300 

$24,090 

33.9% 

22.6% 

11.5  % 

Sources:  U.S.  Bureau  of  Labor  Statistics;  The  Tax  Foundation. 


As  with  cities,  so  with  states: 
Keeping  taxes  down  lures  jobs. 
Most  states  shauider  similar  federal 
tax  burdens,  but  state  and  local  tax 
burdens  vary  widely  and  tend  to 
correlate  with  job  creation  and 
destruction. 


move  elsewhere.  Often  they  threaten 
to  move,  hoping  to  get  a  tax  break. 

But  isn't  a  trained,  educated  work 
force  as  important  as  low  costs?  Yes, 
but  high  spending  on  education 
doesn't  necessarily  translate  into  an 
educated  work  force;  too  often 
money  is  simply  siphoned  off  by  the 


teachers'  unions  and  the  educational 
bureaucracy.  The  result  is  high  taxes 
and  not  much  education. 

Certainly  well-directed  spending 
on  education  helps.  Recently,  in 
Columbus,  Ga.,  the  city's  largest 
employer,  Synovus  Financial  Corp., 
threatened  to  move  its  credit  card 
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Speed  with  accuracy  is  the  foundation  of  value. 


INVESTMENT  MANAGER 


L  BankersTrust 


The  Stanley  Works 


Total  Assets  Under 
Management 
$125,000,000 


Defined  Benefits 
Plan  Assets 
$325,000,000 


The  art  of  changing  investment  options  for  a  client 
lies  in  changing  them  wisely  as  well  as  quickly. 
When  The  Stanley  Works,  a  leading  manufacturer 
of  tools,  hardware  and  specialty  hardware,  asked  us 
to  execute  a  controlled  portfolio  restructuring,  they 
really  had  only  one  question:  How  do  we  do  this 
both  quickly  and  cost  effectively.7  Together,  we 
designed  a  plan  that  took  their  existing  equity 
index  and  split  it  into  separate  funds,  thereby 


maximizing  liquidity  while  minimizing  restructuring  costs.  Simultaneously, 
we  maintained  Stanley's  equity  allocation  through  a  dynamic  futures  hedge 
between  trade  and  settlement  dates  of  their  domestic  and  international 
trades.  Our  plan  worked.  Virtually  100%  of  The  Stanley  Works  Pension  Plan 
restructuring  was  completed  within  two  weeks  at  minimal  costs,  which  is 
not  only  why  they  came  to  us  in  the  first  place,  but  why  they're  still  with  us 
now.  We  welcome  the  opportunity  to  discuss  how  we  can  develop  equally 
innovative  solutions  to  your  financial  challenges. 


k  BankersTrust 


Architects  of  Value 


©1996  BankersTrust  New  York  Corporation  and  its  affiliated  companies 


AUSTIN,  TEX. 


processing  operations  to  another 
state.  Synovus  Chief  Executive 
James  Bianchard  wasn't  looking  for  a 
tax  break.  He  complained  that  Geor- 
gia's educational  system  wasn't  grad- 
uating enough  software  programmers 
to  keep  up  with  Synovus'  expansion. 

To  persuade  Synovus  to  stay  in 
Columbus,  the  state  devised  a  $23 
million  package  of  tax  breaks  and 
educational  spending,  including  $10 
million  to  train  1,500  additional  soft- 
ware programmers  over  the  next 
three  years.  Unlike  the  special  deals 
Rhode  Island  and  other  states  cut, 
Georgia's  program — under  the  direct 
supervision  of  the  state's  university 
systems  chancellor,  Stephen  Portch — 
will  benefit  every  company  that  needs 
computer-literate  people,  which 
means  just  about  every  business 
today. 

Utah  didn't  create  its  high-tech 
boom  with  tax  breaks  for  favored 
industries,  either.  The  boom  started 
with  spinouts  from  Brigham  Young 
University's  computer  science 
department,  including  WordPerfect, 
Novell  and  Ameritech  Library 
software. 

Utah  spends  on  education,  but  it 
spends  effectively.  It  has  low  local 
taxes — 6%  below  the  national  aver- 
age— and  a  highly  educated,  industri- 
ous work  force  that  is  75%  Mormon. 
Over  the  past  five  years  the  Provo- 
Orem  metropolitan  area  increased 
its  jobs  by  30%,  the  fourth-highest 
rate  in  the  nation.  Its  overall  business 
costs  are  10%  below  the  national 
average. 

Oh,  sure,  you  will  say:  Provo  does 
not  have,  for  example,  New  York 
City's  problems  with  crime  and  wel- 
fare and  make-work  bureaucracy. 
Provo's  modest  welfare  costs  and  its 
low  crime  rate  require  just  one  police 
officer  per  1,100  residents  compared 
with  6  in  New  York  City.  Be  that  as  it 
may,  the  fact  remains  that  most  busi- 
nesses cannot  afford  to  pick  up  the 
costs  of  crime,  welfare  and  bureau- 
cracy. In  a  highly  competitive  econo- 
my, the  low-cost  producer  of  goods 
and  services  wins. 

Cutting  taxes  isn't  just  a  matter  of 
leaving  more  money  in  the  pockets  of 
citizens.  It  makes  overall  economic 
sense.  It  is  the  best  guarantee  that  the 
U.S.  does  not  wake  up  in  a  few  years 
looking  like  Western  Europe.  ■■ 


Low  costs  and  a  first-class  educational  system 
bring  prosperity  to  Austin. 

Cow  chips  to 
computer  chips 


By  Suzanne  Oliver 

"Austin  was  nothing  but  a  gov- 
ernment and  university  town  where 
people  came  from  the  ranches  and 
fishing  boats  to  get  culture."  So 
says  George  Kozmetsky,  cofounder 
of  Teledyne  and  former  dean  of 
the  University  of  Texas  Business 


School  in  Austin. 

Today  Austin,  the  capital  of  Texas, 
still  pays  sentimental  tribute  to  its 
past,  with  cowboys  singing  nightly  at 
the  bars  and  nightclubs  that  line 
Sixth  Street.  But  daytime  Austin  is 
home  to  200  semiconductor  manu- 


Austin  entrepreneur  Robert  Fabbio,  formerly  of  Boston 

Austin  "is  less  expensive  than  Boston  for  a  bootstrapping  new  company." 
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wen  this  guy  couldn't  lose  our  latest  airline  ticket. 


He's  been  known  to  lose  his  ba-ba,  his  blankie  and  his  temper,  but  he  can't  possibly  lose  United's  electronic  ticket, 
because  there's  nothing  to  lose.  Just  choose  the  E-TicketSM  option  when  making  your  reservations,  go  to  the  gate,  show  a 
picture  I.D.  along  with  the  credit  card  you  made  your  reservations  with,  and  you're  on  board.  So  now  you  don't  have  to 
remember  to  remember  to  take  your  airline  ticket.  Neat  huh?  E-Ticket  service.  Just  another  idea  brought  to  you 
by  the  employee-owners  of  United,  50,000  minds  working  overtime.  Come  fly  our  friendly  skies. 


United  Airlines 

http://www.ual.com 
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%  Rowing  on  Town 

^  Lake  near 

%  downtown  Austin 

> 

|  The  city  jump- 
started  its  high- 
tech boom  by 
luring  two 
prestigious 
computer 
research 
consortiums 
to  town. 


facturers  and  suppliers,  260  manufac- 
turers of  personal  computers  or  PC 
suppliers  arid  over  400  software  firms. 
Two  of  the  better  known:  Michael 
Dell's  Dell  Computer  and  Joseph 
Liemandt's  Trilogy  Development 
Group.  Employment  in  Austin  has 
grown  34%  over  the  past  five  years, 
the  second-fastest  growth  in  the 
nation  among  major  cities. 

Along  with  a  handful  of  other 
cities — Boise  City,  Idaho;  Colorado 


Springs;  Portland,  Ore.;  Salt  Lake 
City;  Seattle;  and  Raleigh,  Durham 
and  Chapel  Hill  (the  Research  Trian- 
gle), N.C. — Austin  has  attracted  lots 
of  high-tech  businesses.  They  are 
desirable  because  they  are  nonpollut- 
ing  and  offer  high-paying  jobs.  These 
newer  centers  are  pulling  industry 
away  from  the  older,  more  expensive 
high-tech  centers  such  as  Boston,  San 
Jose,  Chicago,  Los  Angeles  and 
Washington,  D.C.  They  are  creating 


jobs  much  faster  than  the  older  high- 
tech centers,  according  to  Toni  Horst 
of  Regional  Financial  Associates  in 
West  Chester,  Pa. 

Certainly  it's  not  the  climate  that 
makes  Austin  attractive.  Its  swelter- 
ing, humid  summer  days  regularly 
top  100  degrees.  But  Austin  has  low 
business  costs  (see  chart,  p.  252)  and 
outstanding  higher  education  in  the 
form  of  the  University  of  Texas.  And 
it  is  an  important  element  of  Texas' 
booming  export  economy  (Forbes, 
Oct.  7). 

In  an  unusual  example  of  success- 
ful cooperation,  the  university,  the 
Austin  Chamber  of  Commerce  and 
the  local  and  state  governments 


Austin  is  home  to  200  semiconductor  manufacturers 
and  suppliers,  260  manufacturers  of  personal  computers 
or  PC  suppliers  and  over  400  software  firms.  Why? 
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N  ew  efficient  electric 
technologies  can  give 
American  business  a 
big  competitive  edge. 
How?  By  saving  energy. 
Lots  of  it.  Which  allows 
us  to  produce  higher 
quality  goods  faster 
and  for  less  money. 
■  Electrically  powered  steel  mills  use  50%  less  energy  and 
cut  production  time  significantly,  which  results  in  higher 
profitability.  Commercial  ovens  and  electric  induction 
fryers  cut  cooking  time  and  energy  use.  They  also  emit  less 
heat  which  reduces  kitchen  cooling  costs.  Infrared  auto 
paint  drying  cuts  energy  use  by  90%  and  greatly  speeds 
production.  ■  These  savings  go  right  to  America's  bottom 
line.  And,  the  same  energy  efficiency  that  makes  the 
economy  hum  helps  keep  the  air  clean.  American  business 
is  more  productive  than  it's  ever  been.  Today's  energy-efficient 
electric  technologies  are  one  of  the  primary  reasons  why. 


Electricity 


The   power   to    make   life  better 


©  Edison  Electric  Institute.  1996 


Elkhart's  wage  rates  are  below  the  national  average, 
and  so  are  its  taxes.  Result:  The  economy  is  booming. 

Trailerville 


joined  hands  to  attract  two  presti- 
gious computer  and  semiconductor 
research  consortiums  to  Austin — 
Microelectronics  &  Computer  Tech- 
nology Corp.  in  1983  and  Sematech 
in  1987. 

The  research  groups  were 
landed  with  $130  million,  raised 
quickly  from  the  University  of 
Texas  and  private  donors.  That 
bought  the  consortiums'  low-cost 
space  in  new  university  buildings. 
Another  $32  million  went  to 
assure  a  local  source  of  talent  by 
expanding  the  university's  engi- 
neering programs. 

The  consortiums,  in  turn,  attract- 
ed chipmakers  seeking  access  to  the 
consortiums.  Cypress  Semiconductor 
came  in  1985,  Applied  Materials  in 
1990,  Tokyo  Electron  in  1994  and 
Samsung  in  1995.  Motorola,  which  is 
Austin's  largest  employer,  has  been 
here  since  1974. 

Where  there's  high  technology  and 
higher  education,  there's  entrepre- 
neurship.  To  nurture  Austin  startups, 
Kozmetsky  founded  the  Austin  Tech- 
nology Incubator  in  1989.  The  Incu- 
bator has  given  reduced-rate  office 
space  and  business  and  marketing 
advice  to  more  than  60  high-tech 
startups  in  Austin.  This  being  capital- 
ism, they  don't  all  make  it.  But  the 
Incubator's  24  surviving  independent 
companies  had  revenues  of  $95  mil- 
lion last  year. 

"It's  less  expensive  than  Boston  for 
a  bootstrapping  new  company,"  says 
Robert  Fabbio,  founder  of  Tivoli  Sys- 
tems and  Dazel  Corp.  Fabbio  was 
lured  to  Austin  from  Prime  Comput- 
ers in  Boston  in  1987  to  be  one  of 
the  lead  architects  for  IBM's  AIX  oper- 
ating system. 

Then,  in  1989,  he  founded  Tivoli 
Systems  in  Austin,  hiring  some  of  the 
programmers  who  had  worked  on 
the  project.  Tivoli  Systems  was 
recently  acquired  by  IBM  for  $743 
million.  Now  Fabbio  is  running  his 
second  Austin  software  startup, 
named  Dazel  Corp. 

Regional  Financial  Associates  fore 
casts  that  the  Austin  high-tech  boom 
will  continue  to  produce  one  of  the 
fastest  rates  of  job  creation  over  the 
next  five  years,  too  (see  map,  p.  254). 
It's  a  dynamite  combination:  reason- 
able costs  and  a  highly  educated  work 
force.  H 


By  Rana  A.  Dogar 

Elkhart,  Ind.  is  booming.  Over  the 
past  five  years  jobs  in  the  Elkhart- 
Goshen  metropolitan  area  have 
climbed  21%. 

Many  of  Elkhart's  workers  are 
putting  the  doors  and  windows  into 
mobile  homes  or — as  the  industry 
prefers  to  call  them — "manufac- 
tured" homes.  The  quality  of  these 
prefabricated  houses  has  improved  to 
the  point  where  developers  are  even 
putting  fancy  manufactured  homes 
on  golf  courses.  At  an  average  price 
of  $36,000,  they  cost  $75,000  less 
than  a  similar-size  frame  house. 

A  related  Elkhart-area  industry  is 
the  manufacture  of  recreational  vehi- 
cles. More  than  half  of  all  RVs  in  the 
country  are  made  in  Indiana,  mostiy 
in  Elkhart-Goshen.  As  American 
baby  boomers  age,  they  are  buying 


up  these  gas-guzzling  highway  mon- 
sters in  record  numbers.  Over  the  last 
five  years,  RV  shipments  were  up  60%. 

Sales  at  Coachmen,  Inc.,  the  coun- 
try's third-largest  RV  manufacturer, 
were  up  31%  last  year.  The  company 
has  nearly  doubled  its  work  force  in 
Elkhart  since  1992. 

There's  long  been  a  labor  shortage 
in  Elkhart.  Last  year  Coachmen  and 
other  Elkhart  employers  set  up 
recruiting  tables  in  the  local  welfare 
office  and  outside  homeless  shelters. 
Are  you  drug-free?  Never  mind  if 
you  have  had  no  experience.  We 
want  you. 

It  got  so  bad  that  the  city  fathers 
feared  some  of  the  factories  would 
move  elsewhere  in  search  of  hands. 
Elkhart's  Chamber  of  Commerce 
stepped  in.  "We  had  2,000  jobs  we 


Downtown  in  low-cost  Elkhart,  Ind. 

The  state  and  local  taxes  are  11%  below  the  national  average;  business  prospers. 
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Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  fumre  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 


f  Source:  Morgan  Stanley  International  Perspective,  through  June  30,  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions,  changes 
in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  structure  and  Fund 
expenses.  A  1  M  Distributors,  Inc.  9/96. 


CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 


1-800-246-4246 


iKHftnr. 


More  than  half  of  all  RVs  in  the  country  are  made 
In  Indiana,  mostly  in  Elkhart-Goshen,  where  the  cost 
of  doing  business  is  8.5%  below  the  national  average. 


thing,  the  state  of  Indiana  has  worked 
hard  to  keep  taxes  down.  Its  state 
and  local  tax  burden  is  11%  below  the 
national  average — only  ten  states  are 
ranked  lower. 

In  good  part  because  taxes  don't 
bite  as  deeply  into  take-home  pay, 
pay  scales  can  be  below  the  national 
average  without  unduly  pinching  the 
citizenry.  Manufacturing  wages  in 
Elkhart  average  $12  per  hour,  com- 
pared with  $  1 3  for  the  national  aver- 
age. Do  these  relatively  low  rates 
translate  into  a  low  standard  of  living? 


needed  to  fill  fast,"  says  Chamber  of 
Commerce  President  David  Germain. 
The  chamber  put  newspaper  ads  in 
12  cities  around  the  country,  includ- 
ing Albany,  Ga.  and  Decatur,  111. 
Nearly  3,000  people  responded, 
some  of  them  highly  skilled  profes- 
sionals from  as  far  away  as  Japan  and 
Switzerland.  About  450  eventually 
moved  to  Elkhart. 

Manufactured  housing  and  RVs  axe 
competitive  industries.  Costs  matter. 
Recognizing  that  high  taxes  work 
their  way  through  the  cost  of  every- 


On  the  contrary,  Elkhart  boasts  good 
schools,  affordable  housing  and 
excellent  hospitals. 

It's  a  simple  truth:  High  wages 
don't  necessarily  mean  a  high  stan- 
dard of  living.  If  property  and  local 
income  and  sales  taxes  are  high,  high 
wage  rates  may  not  mean  much. 

This  combination  of  moderate 
wages  and  low  taxes  works.  In  the 
past  five  years  over  359  new  busi- 
nesses have  started  in  Elkhart.  Eighty 
of  them  are  related  to  the  RV  or  man- 
ufactured home  industries.  This, 
though  the  city  generally  refuses  to 
give  tax  breaks  to  new  businesses. 
Says  local  industrial  developer  Allan 
Ludwig,  "We'd  rather  have  people 
pulling  the  wagon  than  riding  in  it." 
It  helps  that  the  load  is  light.  H 


,  sity  of  Colorado  has  spawned  a  high-tech  boom  in  Boulder- 
that      owth  citizens  may  squash. 


ce  your  jobs 
and  shove  'em 


By  Christine  Foster 


Can  an  area  produce  too  many 
jobs?  This  item  was  buried  among 
proposals  for  ordinances  and  public 
hearings  on  Boulder,  Colo.'s  June  18 
city  council  agenda.  Among  issues  to 
be  discussed:  "Program  for  the 
Reduction  of  Projected  Job  Growth 
in  Boulder  Valley."  To  Thomas  Clark, 
the  president  of  the  Boulder  Cham- 
ber of  Commerce,  the  proposal 
seemed  almost  funny.  "If  any  [other] 
city  council  in  the  U.S.  put  that  on 
their  agenda,  they  would  probably  all 
be  recalled,"  he  says. 

But  proponents  of  the  program 
aren't  joking.  Job  growth  in  the 
region  has  been  24%  over  the  past 
five  years,  the  tenth  highest  in  the 
nation.  Unemployment  in  the  county 
in  1995  was  4.1%,  a  point  and  a  half 
lower  than  the  national  average. 
Given  the  inevitable  frictions  in  the 
job  market,  this  translates  into  virtu- 
al zero  unemployment. 

Enough!  say  some  citizens.  They 


Downtown  Boulder;  Amgen's  chief  of 
Boulder  operations,  Michael  Bevilacqua 
Boulder  has  enjoyed  a  boom  in  spite 
of  itself.  When  the  city  wouldn't 
guarantee  Amgen  the  right  to  build 
a  new  plant,  the  company  bought 
72  acres  in  nearby  Longmont. 
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As  mill  throughput  increases... cost  per  pound  of  copper  decreases. 


62,300 


Metric  Tons  of  Ore  Per  Day 


What's  better  than 
a  good  thing?  More 
of  a  good  thing. 

Freeport-McMoRan  Copper  & 
Gold  mines  one  of  the  world's  largest 
copper  reserves  and  the  world's 
largest  single  gold  reserve  in  Irian 
Jaya,  Indonesia. 

In  1994,  we  set  new  records  for  mill 
throughput.  During  1995,  we  broke 
those  records  by  increasing  through- 
put to  approximately  125,000  metric- 
tons  of  ore  per  day  (MTPD),  a  dra- 
matic 73%  increase  compared  to 
1994's  average.  As  mill  throughput 
increased,  our  cost  per  pound  of 
copper  decreased.  As  a  result  of  the 
expansion,  we  sold  4 1  %  more  copper 


Cents/Pound  Cash  Production  Cost  of  Copper 
(net  of  gold  and  silver  credits) 


and  70%  more  gold  than  the  previous 
year.  And  the  future  holds  promise  for 
even  more  production. 

The  company  has  completed  a 
study  that  establishes  the  economic 
justification  for  a  further  expansion  of 
mine  and  mill  facilities  to  190,000 
MTPD,  subject  to  certain  approvals.  Yet 
even  at  this  expanded  rate,  we  will 
still  have  almost  30  years  of  proven 
reserves.  Better  yet,  future  increases  in 
proven  reserves  resulting  from  our 
continuing  exploration  within  the 
"golden  triangle,"  an  area  of  high- 
grade  ore  deposits  and  mineralized 


zones  situated  near 
our  existing  mill 
site,  could  further 
enhance  the  value  of  our  company 
and  improve  our  profitability. 

Freeport-McMoRan  is  among  the 
largest  and  lowest-cost  producers  of 
copper  and  gold  in  the  world.  We're 
committed  to  increasing  production, 
aggressive  exploration  and  creating 
shareholder  value. 

To  learn  more  about  Freeport- 
McMoRan  Copper  &  Gold,  call  or 
write  today. 


Freeport-McMoRan 
Copper  &  Gold 

A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-863-3541  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-6,  P.O.  Box  61 1 19.  New  Orleans.  LA  70161. 


MCALLEN,  TEX. 


Little  more  than  a  river  separates 
the  people  of  McAllen,  Tex. 
and  their  counterparts  in  Mexico. 

Border 
boomtown 


worry  that  business  expansion,  and 
the  traffic  that  comes  with  it,  will 
spoil  this  beautiful  community  nes- 
tled in  the  foothills  of  the  Rocky 
Mountains. 

Way  back  in  1976  the  no- 
growthers  rammed  through  a  law 
capping  residential  construction  at  2% 
annually.  But  with  the  economy 
growing  much  faster  than  that,  many 
people  working  in  Boulder  have  had 
to  commute  long  distances — often 
from  Denver,  40  miles  away.  Mean- 
while, the  limit  on  new  construction 
drove  up  single-house  prices  to  a 
median  of  $207,400  in  1993,  com- 
pared with  $86,529  nationally. 

Last  fall  the  council  again  gave  in 
to  the  no-growthers,  passing  an  ordi- 
nance restricting  commercial  con- 
struction to  495,000  square  feet  in 
1996,  down  from  more  than 
550,000  the  previous  year.  The  city 
would  hold  a  lottery  to  allocate  the 
available  permits.  The  ordinance 
backfired.  Speculators  requested 
many  of  the  permits.  The  city  coun- 
cil put  the  ordinance  on  hold. 

Boulder  is  not  a  cheap  place  to 
live.  What  with  artificially  high  hous- 
ing prices,  the  cost  of  living  is  19% 
higher  than  the  national  average. 
But  Boulderites  can  afford  to  pay 
the  price  for  keeping  their  city 
uncrowded.  Sixty  percent  of  Boul- 
der's adults  have  college  degrees, 
compared  with  23%  nationally,  and 
they  tend  to  hold  well-paying,  high- 
tech jobs.  In  the  last  five  years  Boul- 
der has  given  birth  to  more  than 
300  high-tech  startups.  Because  its 
inhabitants  are  mostly  well-paid  and 
the  new  businesses  are  creating 
wealth,  Boulder  can  afford  low 
growth.  We're  all  right,  Jack. 

When  Boulder  officials  would  not 
guarantee  biotechnology  company 
Amgen,  Inc.  that  it  would  be  per- 
mitted to  expand  its  manufacturing 
operation  there,  Amgen  bought  72 
acres  in  nearby  Longmont.  The  com- 
pany is  planning  a  1.2-million- 
square-foot  facility  there  for  up  to 
400  employees.  Meter  manufacturer 
Micro  Motion,  Inc.  is  contemplating 
leaving  Boulder  for  another  city  in 
Colorado. 

Good  riddance,  say  the  no- 
growthers.  We  like  our  town  the  way  it 
is.  In  a  way,  you  can't  blame  diem,  but 
not  many  cities  have  that  luxury*  KB 


By  Christopher  Palmeri 

In  1988  McAllen,  Tex.  Mayor 
Othal  Brand  decided  that  McAllen 
and  Reynosa,  its  sister  city  across  the 
Mexican  border,  weren't  getting 
their  share  of  maquiladoras,  the 
thriving  assembly  plants  that  line  the 
Mexico  side  of  the  U.S. /Mexico 
border.  Brand,  one  of  the  nation's 
largest  onion  farmers,  hired  a  former 
priest,  Michael  Allen,  to  head  the 
McAllen  Economic  Development 
Corp.  Allen  helped  make  McAllen 
one  of  the  fastest-growing  cities  in 


the  country,  with  jobs  increasing  24% 
over  the  past  five  years. 

What  is  Allen's  secret?  "You  don't 
just  sell  them  a  piece  of  land,"  he 
says.  "You  service  them."  Levi 
Strauss  got  a  new  traffic  light  near  its 
plant,  for  example.  And  Allen  spent 
days  negotiating  with  striking  Mexi- 
can truckers  to  keep  the  goods 
moving  across  the  border. 

McAllen  is  a  flat,  sun-drenched 
stretch  of  land  in  the  southeastern 
corner  of  the  state.  There's  not  much 
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WE   CAN   SAVE   YOU   20$  Oil 


YOUR   TOTAL   COST   OP  COMPUTING. 

IP  you're  WILLING  TO 


Tf5 

TIT 
n 


B02# 


We're  not  talking  chump  change.  When  you  add  up  basic  maintenance,  help  desk 
and  other  support  costs,  each  PC  runs  you  about  $6,000  over  its  lifetime.  If  you've  got 
5,000  computers,  that's  $30,000,000.  Ouch.  But  you  can  cut  that  pain  by  20%.  In  this 
case,  six  million  bucks.  It's  not  new  math.  Its  a  new  way  of  thinking:  Call  for  our 


FREE  REPORT 


00-368-3946. 


Total  PC  Management 
Because  You  re  dot  A  Business  To  Run? 


7  i'Q 
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MCAUEN.TEX. 

Orchid  International's  electric  motors  parts  plant  in  McAllen 

McAllen's  job  base  has  grown  by  24%  since  1991,  thanks  to  companies  like  Orchid  supplying  Mexican  maquiladoras. 


to  attract  business — just  the  city's 
proximity  to  the  thriving  maquila- 
doras. Allen  realized  that  the  more 
Reynosa  thrived,  the  more  would 
McAllen.  It  might  seem  bizarre  for  a 
U.S.  economic  development  officer 
to  recruit  jobs  for  a  foreign  country. 
But,  says  Allen,  "You  have  to  look  at 
the  two  communities  together.  The 
maquiladoras  drove  the  expansion  on 
both  sides  of  the  border." 

That  expansion  brought  lots  of 
advantages  to  McAllen.  The  U.S. 
managers  of  the  big  plants  typically 
live  on  the  U.S.  side  of  the  border. 
Plants  supplying  things  needed  by  the 
maquiladoras  have  begun  setting  up 


in  McAllen.  Orchid  International,  a 
privately  held  Nashville,  Tenn. -based 
company  making  metal  stamped  parts 
for  small  motors  and  appliances, 
opened  a  plant  last  year  in  McAllen  at 
the  behest  of  one  of  its  big 
maquiladora  customers,  General 
Electric.  Orchid's  founder,  Grant 
Bibby,  says  he  thinks  sales  at  his 
McAllen  plant  could  grow  from  $40 
million  to  $300  million  over  the  next 
five  years  as  Orchid  wins  business 
from  other  maquiladora  operators. 
Now  Allen  is  trying  to  recruit  other 
maquiladora  suppliers,  like  boxmak- 
ers  and  plastic  molders,  to  McAllen. 
Many  experts  thought  that  the 


ifYou  don't  just  sell  them  a  piece  of  land,"  says  McAllen 
Economic  De  velopment  Corp.  chief  Michael  Allen. 
f£You  service  them,,? 


economies  of  border  cities  like 
McAllen  would  be  squashed  by  the 
peso  devaluation  and  the  recession  it 
triggered  in  Mexico.  That  didn't 
happen.  Although  retail  sales  fell  last 
year  as  fewer  Mexicans  crossed  the 
border  to  shop,  McAllen's  diversified 
economy  more  than  made  up  for  the 
slide,  notes  Michael  Blum,  a 
McAllen-based  relocation  consul- 
tant. McAllen's  overall  employment 
jumped  3.8%  last  year,  well  above 
the  national  average.  McAllen's 
unemployment  level  remains  unusu- 
ally high  due  to  the  constant  flood 
of  immigrants  and  the  city's  historic 
abundance  of  migrant  workers.  But 
business  people  say  there  are  short- 
ages of  skilled  labor.  Meanwhile, 
new  residential  subdivisions,  restau- 
rants and  stores  pop  up  at  a  pace 
that  leaves  longtime  residents'  heads 
spinning.  Hi 
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Royal  Caribbean  Cruise  Line.  Electrical  distribution, 
monitoring  and  automation  systems  supplied  by  Schneider. 


The  electrical  distribution 
and  other  key  automation 
systems  of  ships  of  the 
Royal  Caribbean  Cruise 
Line  have  been  designed 
by  Schneider  to  operate 
safely,  allowing 
passengers  to  enjoy 
their  cruise.  No  wonder. 
Schneider  is  a  world 


leader  in  the  electrical 
industry.  Our  products 
and  services  from 
Merlin  Gerin,  Square  D 
and  Telemecanique 
provide  solutions 
to  customers  around 
the  world,  from  electrical 
distribution  and  industrial 
control  to  automation. 


No  matter  what  business 
you're  in,  no  matter 
where,  Schneider  has 
the  products  to  meet 
your  needs.  Because 
no  one  in  the  world  does 
more  with  electricity. 
Schneider  North  America 
Phone:  (847)  925  3796 
Fax  :  (847)  925  7796 


No  one  in  the  world 

does  more  with  electricity. 


GROUPE  SCHNEIDER 


Merlin  Gerin  ■  Square  D  ■  Telemecanique 


You  can  strike  it  rich  in  the 

toys-and-games  business  without  much  capital. 

Trouble  is,  lots  of  people  know  it. 


"anted: 
newcomers  with 

bright  ideas 


By  Robert  La  Franco 


Whkn  YOU  WERE  a  kid  you  probably 
played  "finger- flick,  football" — flick- 
ing a  tightly  folded  paper  triangle- 
over  a  set  of  goalposts  made  by  your 
buddy's  thumbs  and  index  fingers. 
The  best  players  could  score  from  6 
feet  out. 

You  probably  played,  but  how 
come  you  didn't  try  to  commercial- 
ize the  game?  Chase  Fitzpatrick  of 
Orange  County,  Calif,  did.  Six  years 
ago  Fitzpatrick,  then  17,  and  his 
father,  Brian,  started  a  company 
called  Finger-Sports.  They  produced 
a  game  board  designed  after  a  foot- 
ball stadium,  made  the  rules  more 
complicated  and  replaced  the  paper 
triangle  with  a  colorful  plastic  ball. 

Since   introducing  Finger-Flick 


Brian  and  Chase 
Fitzpatrick 
Now  that  their 
Finger-Flick 
sports  games 
have  scored  on 
the  shelves  of 
Toys  "R"  Us,  this 
father  and  son 
team  is  bringing 
out  Ultimate  Line 
Up — wall  mounted 
display  boards  for 
trading  cards. 
Risky?  "You  have 
to  be  venture- 
some enough  to 
bet  your  retire- 
ment funds  to 
make  them  hap- 
pen," says 
Fitzpatrick  pere. 
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Leo  Hauser  and  Russell  Hornsby  with  one  of  their  Starcastles 

From  startup  to  $150  million  in  seven  years.  Next  stop  Wall  Street? 


Sports'  games  in  1995,  they  have 
already  sold  25,000  sets  and  expect 
to  gross  more  than  $  1  million  on  the 
game  this  year,  netting  about  one- 
third.  Brian  has  quit  his  job  as  a  soft- 
ware salesman  and  is  working  with 
Chase  at  the  game  business  and  on  a 
line  of  trading  card  wall  displays 
called  Ultimate  Line  Up. 

The  Fitzpatricks  got  off  the 
ground  by  landing  Toys  "R"  Us  as  an 
account.  The  big  retailer  does  huge 
volume  with  Hasbro  and  Mattel, 
which  together  control  30%  of  the 
$20  billion  U.S.  toy  business.  But  it 
doesn't  close  the  door  to  newcomers 
with  bright  ideas — people  like  the 
Fitzpatricks.  Explains  Toys  "R"  Us' 
president  of  U.S.  manufacturing 
Roger  Goddu:  "We  like  the  margins 
we  get  with  the  little  guy."  Goddu 
estimates  that  about  15%  of  Toys  "R" 


Us'  volume  is  from  companies  with 
less  than  $30  million  in  revenues,  and 
more  than  60%  from  companies  with 
less  than  $100  million  in  revenues. 

Because  they  are  so  heavily  presold, 
retailers  price  the  big  companies' 
games  competitively,  treating  them  as 
traffic  builders.  The  real  profit  is  in 
the  toys  of  the  nonblockbuster  vari- 
ety. "When  a  toy  from  one  of  the  big 
players  is  blowing  off  the  shelves,  we 
make  nothing,"  Goddu  complains. 

Monopoly,  for  example,  which 
retailers  buy  from  Parker  Brothers  for 
more  than  $  1 0  per  set,  is  often  sold 
for  less  as  a  lure  to  get  customers  in 
the  door.  With  that  in  mind,  Leo 
Hauser,  a  former  novelty  gift  sales 
executive,  and  Russell  Hornsby,  a 
former  Mattel  designer,  started 
Trendmasters  in  St.  Louis  seven  years 
ago.  The  idea  was  to  bring  out  toys 


and  games  that  were  sound-activated 
and  could  be  tested  in  the  package. 

Their  first  product  was  Loony 
Heads,  sets  of  simple  plastic  character 
faces  that  belched  or  screamed  on 
command.  The  partners  sold  3  mil- 
lion Loony  Heads,  netting  around  $2 
million  before  taxes.  They  rolled  the 
money  into  a  line  of  plastic  dolls  that 
did  a  jerky  dance  to  music  played 
nearby.  These  wholesaled  at  $8.50 
apiece  and  netted  about  $2  pretax. 
Unlike  Loony  Heads,  this  fad  lasted 
only  long  enough  to  sell  140,000 
units,  but  it  was  enough  to  help 
Trendmasters  build  its  own  design 
and  manufacturing  divisions.  Last 
year  Trendmasters  released  Starcastle, 
a  line  of  dollhouses  that  transform 
into  tea  sets,  which  it  will  support 
with  a  $5  million  TV  ad  campaign. 

Trendmasters  now  has  close  to 
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$150  million  in  sales  and,  looking  to 
cash  in  some  of  their  chips,  Hauser 
and  Hornsby  are  considering  going 
public  within  the  next  few  months. 

As  thc-t  little  companies  get  big, 
they  are  often  acquired  by  the  bigger 
outfits.  John  Osher,  founder  of 
Cleveland-based  Cap  Toys,  scored 
big  with  Stretch  Armstrong,  a  mal- 
leable superhero  doll  made  out  of 
rubber  and  corn  syrup.  He  also  did 
well  with  Shout  n'  Shoot,  a  voice- 
activated  squirt  gun  mounted  on  a 
headset,  and  a  number  of  other  nov- 
elty hits. 

When  sales  at  Cap  Toys  doubled  to 
$80  million  between  1992  and  1993, 
Osher  sold  out  to  Oakland,  N.J.- 
based  Russ  Berrie.  Berrie,  primarily  a 
novelty  designer,  acquired  OddzOn 
Products  (maker  of  the  hot  item 
Koosh  Ball)  a  year  later. 

Independent  toy  designer  Avi 
Arad  was  lured  to  Toy  Biz  when 


investor  Ronald  Perelman's  Marvel 
Entertainment  Croup,  Inc.  took  a 
27%  stake  in  the  character  licensee. 
Toy  Biz  went  public  last  year,  making 
Arad's.  20%  stake  now  worth  $68  mil- 
lion. Yla  Eason,  founder  of  Olmec 
Toys  in  Richmond,  Va.,  took  'on 
Hasbro  as  a  financial  partner  for  an 
undisclosed  amount  in  1990,  after 
she  scored  a'  big  success  with  Sun 
Man,  an  ethnic  superhero  doll  that 
she  created  in  her  living  room. 

Getting  display  space  is  the  key  to 
breaking  into  the  business.  Many 
upstart  toymakers  pay  as  much  as 
10%  of  their  wholesale  prices  to  toy 
agents  who  shop  their  products  to 
retailers.  But  the  Fitzpatricks  and 
Eason  began  selling  directly  to 
Toys  "R"  Us.  This  saved  them  the 
agents'  commissions  and  brought 
them  invaluable  advice  from 
retailers  on  producing,  packaging  and 
promoting  their  toys  and  games. 


Before  you  quit  your  day  job  to 
design  toys  and  games,  remember 
this:  Toymaking  is  show  biz.  For 
every  product  that  succeeds,  dozens 
languish.  Head  Toys  "R"  Us  buyer 
Jill  Hall  says  she  gets  an  average  of  40 
calls  a  day  from  hopeful  toymakers. 
Don't  think  you  can  do  it  on  a  shoe- 
string. The  Fitzpatricks  spent 
$74,000  for  a  full-dress  prototype 
Finger-Flick  game,  and  then,  with  an 
outside  investor,  ponied  up  another 
$250,000  to  manufacture  the  first 
run  of  games.  Similarly,  Eason  spent 
around  $150,000  to  get  the  Sun 
Man  dolls  to  market. 

Even  the  toys  and  games  that  do 
sell  often  have  short  shelf  lives. 
"There  are  a  lot  of  good  ideas  out 
there,"  cautions  Finger-Sports 
cofounder  Brian  Fitzpatrick,  "but  you 
have  to  be  venturesome  enough  to 
bet  your  retirement  funds  to  make 
them  happen."  WM 


Magic: 
the  money 


Surfing  the  Internet 
from  Seattle  in  1991, 
Peter  Adkison  met  a 
fellow  game  inventor 
named  Richard  Garfield 
and  concocted  a  far-out 
idea:  Combine  a  fantasy 
game  concept,  where  play- 
ers control  the  acts  of 
mystical  characters,  with 
the  trading-card  format, 
where  fans  buy  and  sell 
collectible  cards  of  sports 
heroes.  After  years  of 
struggling  in  the  game 
business,  Adkison  was 
intrigued. 

Thus  was  born  Magic: 
The  Gathering,  the 
hottest  card  game  on  the 
market.  Adkison,  now  35, 
made  Garfield,  33,  an 
equity  partner  in  Wizards 
of  the  Coast  and  threw 
the  company  into  the  fan- 
tasy/card game  business. 
To  pay  the  bills,  the  part- 
ners gave  stock  to  200 
^rher  people  in  return  for 


either  cash  or  labor. 
Magic:  The  Gathering 
now  has  a  huge  cult  fol- 
lowing, mainly  among 
American  males  aged  13 
to  25,  who  use  character 
cards  to  try  to  "destroy" 
the  cards  held  by  other 
players,  possibly  taking 
them  as  booty.  In  addition 
to  the  original  Magic 
game,  which  retails  at 


between  $2  and  $9  a  pack, 
Adkison  and  Garfield  have 
added  three  additional 
card  games,  plus  ancillary 
Magic  products  like  col- 
lector books  and  soon  a 
CD-ROM  game.  They  are 
now  supported  by  two 
independent  magazines 
for  Magic  fans,  Scrye  and 
InQuest,  which  boast 
combined  circulations  of 


Wizards  of  the  Coast's  trading  cards 

Some  sets  change  hands  at  nearly  $3,000  a  set. 


200,000. 

"The  beauty  of  this 
concept  is  the  repeat  busi- 
ness," says  Adkison. 
"People  are  spending  hun- 
dreds and  sometimes 
thousands  of  dollars  to  get 
the  cards  that  they  want." 
At  first  found  only  in  spe- 
cialty shops  like  David 
Belmont's  Graphitti,  a 
comic  book  store  in  West- 
wood,  Calif,  Magic:  The 
Gathering  is  starting  to 
show  up  on  the  shelves  of 
major  toy  and  department 
stores.  Competing  games 
have  flooded  the  market, 
some  from  big  players  like 
Parker  Brothers  and  trad- 
ing card  giant  Fleer  Corp., 
but  none  has  taken  hold 
like  Magic. 

The  fad  may  fade,  but 
for  now  it's  enormously 
profitable.  Wizards  of 
the  Coast  took  in  some 
$75  million  last  year,  and 
may  reach  $100  million 
this  year  with  likely 
pretax  profits  over  $15 
million.  No  wonder  the 
business  attracts  so  many 
hopefuls.  -R.L.M 
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OR'S  ADVANTAGE 


Ten  years  of 
beating  the  S&F  I 


No  load. 


The  Strategist  Growth  Fund  from  American  Express 


Average  Annual  Total  Returns  (As  of  6/30/96) ; 


1  Year 


5  Year 


1 0  Year 


291%  192%  14.1 

Standard  &  Poor's  500  Index 
26.0%  15.7%  13.8% 


c 


100%  No-load 


The  Strategist  Growth  Fund  from 
American  Express  Financial  Direct  has 
outperformed  the  Standard  &  Poor's 
500  Index  over  the  past  1-,  5-  and  10-year  periods  on  an  average 
annual  total  return  basis.  Of  course,  past  performance  is  no  guar- 
antee of  future  results. 

You  can  get  started  with  as  little  as  $2,000.  Licensed  financial 
consultants  are  ready  to  discuss  the  wide  range  of  financial 
products  from  American  Express  designed  to  meet  a  variety  of 
investment  goals.  Whatever  you  request,  you'll  receive  the  excep- 
tional service  you  expect  from  American  Express. 


Financial 
Direct 


For  a  Strategist  Growth  Fund  prospectus 
— with  no  load  or  transaction  fee,  call 

1800AXP-2011 

2  9  7  -  2  0   1  1 


*/\rtTi/»r  annual  total  returns  arc  for  the  periods  ending  6/30/96,  and  include  changes  in  principal  value,  reinvested  dividends  and  capital  gains  distributions.  Investment 
return  and  principal  value  will  van  and  shares  may  he  worth  more  or  less  at  redemption  than  at  original  purchase-  Strategist  Growth  Fund  invests  its  assets  in  Growth 
Portfolio  of  Crou  th  Trust.  The  Portfolio's  predecessor  fund,  IDS  Growth  Fund,  has  been  in  existence  since  March  1972.  the  performance  shown  is  based  in  pari  on  the 
historical  performance  of  the  predecessor  fund,  which  also  invests  its  assets  in  Growth  Portjolio.  I  he  performance  shown  represents  performance  of  the  predecessor  bind  prior 
to  3/20/95  and  of  the  predecessor  fund's  Class  A  shares  from  3/20/95  through  6/30/96,  adjusted  to  reflect  the  absence  of  sales  charges.  The  historical  performance  has  not 
been  adjusted  for  any  difference  between  the  estimated  Jees  and  expenses  of  the  Fund  and  the  historical  fees  and  expenses  oj  the  predecessor  jund.  Sttxlis  that  make  up  tlie 
S&P  500  bule\  may  not  necessarily  he  the  \ime  as  those  in  which  the  lands  portfolio  invests  The  SaP  500  ;s  not  an  investment  vehicle.  Standard  and  Poor's  and  S&Pare  registered 
trademarks  of  the  iilcGraw-l  I  ill  Companies,  Inc.  For  more  complete  information,  including  charges  and  expenses,  please  call  lor  a  prospectus.  Read  it  carejidly  Injure  you 
invest  or  send  money.  American  Express  Service  Corporation,  Distributor. 
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abies  are  this  year's  megatoy. 

Ty  Warner's  secret:  Make  'em  hard  to  get. 


stique  marketing 


By  Gary  Samuels 

In  the  Chicago  suburb  of  Oak 
Brook,  III.  this  summer,  100  mothers 
and  their  kids  routinely  lined  up  out- 
side Gait  Toys  hours  before  opening 
time  on  the  days  when  shipments  of 
Beanie  Babies  arrived.  Once  inside 
the  store,  they  were  restricted  to 
buying  a  dozen  of  the  $5  cuddly 
stuffed  animals  per  family.  Down  the 
road  in  Naperville,  there  has  been  so 
much  jousting  at  Adrienne's  Unusu- 
al Gifts  that  owner  Adrienne  Kanter 
now  hires  three  extra  sales  clerks  to 
keep  the  peace  whenever  a  new 
Beanie  Babies  shipment  arrives. 

Duplicate  the  same  frenzy  all  over 
the  country  and  you've  got  the  mar- 
keting score  of  the  year:  A  line  of 
palm-sized,  bean  bag  creatures  that 
have  names  like  Bones  the  Dog  or 
Legs  the  Frog.  They  are  sold  only  in 
card  shops,  small  toy  stores  and  air- 
port gift  shops.  Designer  Ty  Warner 
puts  a  limit  on  how  many  he  will  sell 
to  any  one  store,  no  more  than  36  of 
each  character  per  month. 

Kids  love  them,  but  so  do  college 
students  and  even  computer  geeks. 
Created  by  Warner  in  1993  and  pro- 
duced by  his  company,  Ty  Inc.,  of 
Oak  Brook,  111.,  they  are  the  biggest 
toy  of  the  year,  according  to  Play- 
things magazine.  Privately  held  Ty 
seems  likely  to  sell  100  million  of  the 
things  this  year,  which  would  beat  the 
old  one-year  new  toy  record  held  by 
the  Ninja  Turries  and  generate  $250 
million  in  (wholesale)  sales.  Operat- 
ing margins  are  probably  well  in 
excess  of  15%. 

The  strategy  here  is  empty 
shelves — the  deliberate  creation  of 
scarcity,  which  pumps  up  word-of- 
mourii  demand  to  a  frenzied  level.  All 
this  takes  a  certain  kind  of  restraint  in 
the  here-today-gone-tomorrow  toy 
business.  But  Ty  Warner  knows  that 
the  harder  his  toys  are  to  get,  the 
more  people  want  them  and  the 
longer  his  fad  will  last. 

Thus  no  licensing  deals,  no  big  ad 
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budgets,  no  selling  to  the  big  nation- 
al discount  chains  like  Toys  "R"  Us 
and  Wal-Mart,  fust  Warner  and  a 
group  of  200  order  takers  and  ship- 
pers working  out  of  a  shabby  indus- 
trial park  office  in  Oak  Brook. 

They  sell  and  ship  directly  to 
thousands  of  independent  gift 
stores,  who  happily  pay  cash  on 


demand  or  give  Ty  a  check  in  15 
days  if  they  have  credit.  "If  we  were 
to  sell  to  Wal-Mart,  we  would  not 
be  paid  in  30  days,"  Warner  says. 
"This  thing  could  grow  and  be 
around  for  many  years  just  as  long 
as  I  don't  take  the  easy  road  and  sell 
it  to  a  mass  merchant  who's  going 
to  put  it  in  bins." 

Warner  first  learned  about 
|  avoiding  the  discount  chains 
2  after  graduating  from  Kala- 
\  mazoo   College   in  1962, 
"  when  he  went  to  work  in  his 
native  Illinois  for  Dakin  Inc. 
He  sold  stuffed  animals  to 
specialty  gift  shops.  "That 
taught  me  that  it's  better  sell- 
ing 40,000  accounts  than  it  is 
5  accounts,"  he  says.  "It's 
more  difficult  to  do,  but  for 
the  longevity  of  the  company 
and  the  profit  margins,  it's 
the  better  of  the  two." 

Warner  quit  Dakin  in  1980, 
spent  a  few  years  in  Italy 
goofing  off,  then  designed  a 
line  of  understuffed,  floppy 
Himalayan  cats,  which  he  sold 
to  his  old  customers.  The  cats 
and  the  other  full-sized  ani- 
mals he  designed  were  unusu- 
al in  that  they  could  be  posed 
and  they  were  inexpensive: 
just  $10  and  $20  retail. 
Beanie  Babies  didn't  come 
along  until  1993,  inspired  by 
the  idea  that  kids  would  be 
able  to  buy  smaller,  cheaper 
versions  with  their  own 
allowance  money. 

To  keep  the  customers 
coming  back  for  more, 
Warner  regularly  retires  old 
characters  and  replaces  them 
with  many  more  new  ones. 
Since  he  showed  the  first  9 
Beanie  Babies  at  a  toy  trade 
fair  late  in  1993,  Warner  has 
introduced  99  characters.  This 
summer  Lefty  the  donkey  and 
Righty  the  elephant  sold  out 
in  Chicago  and  San  Diego. 
The  characters  have  mostly 
clever  names,  and  come  with 
poems,  often  contributed  by 

Ty  Warner  and  friends 
No  licensing  deals,  no  advertis- 
ing, no  selling  to  discounters. 


Warner's  staff.  The  toys  are  manufac- 
tured in  independent  factories  in 
China  and  Korea. 

There  are  knockoffs  to  contend 
with.  Wal-Mart  sells  $3.99  Pebble 
Pets,  made  by  Imperial  Toy  Corp.,  of 
Los  Angeles,  which  look  only  slight- 
ly less  cute  than  the  real  thing. 
Warner  has  a  credenza  in  his  office 
covered  with  lawsuit  files  and  looka- 
like  beanbag  toys.  So  far,  of  five  law- 
suits, Warner  has  settled  three,  forc- 
ing competitors  to  recall  their 
knockoffs  and  hand  over  profits. 

The  only  place  Warner  flogs  Beanie 
Babies  is  over  the  Internet,  on  a  web 
site  (Ty.com)  that  serves  as  an  elec- 
tronic marketplace  for  anyone  inter- 
ested in  buying,  selling  or  just  chat- 
ting about  Beanie  Babies.  Samantha 

Warner  gets  either  cash  or  a 
check  in  15  days:  "If  we  were 
to  sell  to  Wal-Mart,  we 
wouldn't  be  paid  in  30  days." 


Tucker,  a  10-year-old  from  Bartles- 
ville,  Okla.,  claims  to  have  97  Beanie 
Babies  and  wants  a  Beanie  Babies  pen 
pal.  Latoys,  a  toy  store  in  Cedarhurst, 
N.Y.  brags  about  Beanies  it  has  in 
stock  and  lists  an  800  order  number. 

Can  this  possibly  last?  Before  Ty 
Warner  came  along,  Russ  Berrie  was 
the  king  of  plush  toys.  Berrie  sells 
only  to  independent  gift  stores  and 
stays  away  from  discounters,  too.  A 
few  years  ago,  sales  of  Berrie's  trolls 
suddenly  took  off,  from  $44  million 
in  1991  to  $250  million  in  1992. 
Then,  without  warning,  the  fad  died. 
"On  April  12,  1993,  at  1:42  p.m., 
every  person  in  the  U.S.  stopped 
buying  trolls,"  Berrie  says.  "Ty  is 
doing  a  terrific  job,  but  he's  got  a 
blip  up  and  at  some  point  that  blip  is 
going  to  have  to  come  down." 

But  Warner,  who  owns  100%  of  Ty 
with  no  debt,  thinks  he's  onto  more 
than  a  fad.  "People  are  saying  this 
Christmas  will  be  the  last,  but  every 
time  we  make  a  shipment  they  want 
twice  as  many  as  we  can  possibly  get 
to  them,"  he  says.  "As  long  as  kids 
keep  fighting  over  the  products  and 
retailers  are  angry  at  us  because  they 
cannot  get  enough,  I  think  those  are 
good  signs."  ■ 
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Major  League  Soccer 
surprised  a  lot  of  skeptics 
in  its  freshman  season  with 
solid  attendance  and  cash 
flows  that  exceeded  pro- 
jections at  most  of  the  ten 
teams.  Nobody  is  cheering 
more  than  Marc  Rapaport, 


chairman  of  the  Los  An- 
geles Galaxy  and  one  of 
the  first  investors  to 
commit  money  to  the  new 
league.  Heading  into  the 
playoffs  this  September, 
his  team  was  in  first  place 
in  the  Western  Conference 


and  led  the  league  in 
attendance,  averaging 
29,000  per  game. 

A  Wharton  and  Har- 
vard Law  School  graduate, 
the  rabid  sports  fan  (who 
named  his  golden  retriever 
after  Mickey  Mantle)  • 
abandoned  the  law  for 


Los  Angeles  Galaxy's 
Marc  Rapaport  (right); 
star  players  Cobi  Jones 
and  Andrew  Shue, 
also  an  actor  on 
Melrose  Place 
Heading  into  the 
playoffs  in  first  place. 


Drexel  Burnham  Lam- 
bert's Beverly  Hills  office, 
becoming  cohead  of 
domestic  capital  markets 
there  before  the  firm  dis- 
integrated in  1990. 

Moving  to  Jefferies  & 
Co.,  he  cofounded  their 


capital  division  only  to 
quit  in  1994.  "It  was  time 
to  do  something  for 
myself,  more  entrepre- 
neurial," says  Rapaport. 

Soccer  beckoned.  Rapa- 
port raised  $9  million  for 
the  Los  Angeles  Galaxy, 


kicking  in  the  largest  share 
and  cobbling  together  the 
rest  from  his  former 
cronies  and  clients.  With 
the  draw  of  some  star 
players,  the  Galaxy  may 
actually  break  even  this 
year — a  big  score  indeed. 


Operators  are 
standing  by 

Part  of  the  $3  billion 
package  that  Rupert 
Murdoch's  News  Corp.  is 
buying,  along  with  the  TV 


stations  and  programming 
of  New  World  Communi- 
cations, is  a  37.5%  interest 
in  Guthy-Renker,  a  Palm 
Desert,  Calif. -based  maker 
of  infomercials. 

It  gets  Murdoch  into  a 


high-growth  business  and 
presents  him  with  new 
cross- marketing  possibili- 
ties with  his  Fox  entertain- 
ment and  other  properties. 
But  the  real  winners  are 
cofounder  Gregory 
Renker,  39,  and  his  part- 
ner William  Guthy,  41 . 

Renker,  who  had  been 
working  for  his  family's 
Palm  Springs,  Calif, 
resort,  and  Guthy,  who 
owned  a  cassette  duplicat- 
ing firm,  teamed  up  in 
1988.  They  put  up 
$100,000  from  savings 
and  broke  even  on  their 
first  effort,  an  infomercial 
of  Napoleon  Hill's  Think 
and  Grow  Rich.  Then 
came  the  hit  Personal 
Power  with  Tony  Robbins 
(Forbes,  Oct.  9,  1995). 

Greg  Renker  and  Bill  Guthy 
Getting  a  chance  to  ride  on 
Rupert  Murdoch's  coattails. 


A  hair-extension  spot  was 
less  successful — with  a  30% 
return  rate.  "We  still  have 
lots  of  hair  in  our  ware- 
house," says  Guthy. 

But  by  1993  Guthy- 
Renker  was  one  of  the 
largest  infomercial  firms, 
with  $60  million  in  sales. 
Still,  it  wasn't  big  enough 
for  the  owners.  Says 
Renker:  "In  order  to 
leapfrog  over  the  competi- 
tion, we  had  to  take  in 
capital."  Hence  they  sold  a 
stake  to  New  World  that 
year  for  $25  million. 

This  year  the  firm 
expects  $270  million  in 
sales  and  will  spend  $60 
million  on  air  time  to  flog 
everything  from  exercise 
equipment  to  makeup. 
"We  were  looking  for  dis- 
tribution platforms  for  our 
programs,"  says  Renker. 
"Murdoch  has  the  biggest 
and  best.  It's  an  out-of- 
the-park  home  run."  ■■ 
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employee  need  a  powerful  PC  that  can 
aire?  Too  much  horsepower  on  the  desktop 
the  perverse  effect  of  cutting  productivity. 

Technology 
for 

technology's 
sake 


By  Nina  Munk 

Has  the  personal  computer  revo- 
lution come  too  far?  Sun  Microsys- 
tems1 chief  executive,  Scott  McNealy, 
has  made  a  campaign  of  this  contrary 
view.  "People  inherently  know  that  a 
15-font,  14-color,  13-pieces-of-clip- 
art,  right-hand-justified,  spell- 
checked  document  is  not  produc- 
tive," he  says. 

McNealy  is  no  Luddite.  He  makes 
his  living,  after  all,  selling  hardware. 
He's  just  saying  that  some  corpora- 
tions overequip  their  deskbound 
workers.  It's  time,  in  short,  to  right- 
size  your  PCs. 

"All  I  need  is  backspace,  delete, 
cut-and-paste  and  print,"  he  contin- 
ues. "The  most  effective  way  to  do 
overhead  presentations  is  not  with 
some  fancy  software  program,  it's 
with  a  plastic  sheet  and  a  felt  pen.  It 
takes  you  about  five  minutes." 

Though  the  people  who  make 
their  money  selling  ever  more  power- 
ful PCs  and  software  don't  want  to 
hear  it,  there  is  a  great  deal  of  tech- 
nology-for-technology's-sakc  in 
American  business  today. 

In  a  survey  of  6,000  workers,  SBT 
Accounting  Systems  in  San  Rafael, 
Calif,  found  that  users  spend  five 
hours  a  week  "futzing"  with  their 
PCs.  The  number  one  time-waster: 


waiting  for  programs  to  run,  reports 
to  print,  repairmen  to  show  up  or 
technical  support  folks  to  pick  up  the 
telephone. 

Organizing  and  clearing  out  clut- 
tered disk  storage  is  another  time- 
guzzler.  And  now  that  solitaire  and 
Minesweep  are  standard  features  on 
Microsoft's  Windows  operating 
system,  playing  computer  games  on 
company  time  is  an  ever-present  dis- 
traction. Stamford,  Conn.'s  Gartner 
Group  figures  businesses  lose  26  mil- 
lion hours  of  employee  time  a  year 
from  game  playing.  We're  talking  big 
money  here:  $750  million  or  more. 
Gartner  doesn't  have  a  figure  for 
hours  wasted  while  browsing  the 
Internet,  but  it  has  to  be  large — and 
growing  rapidly. 

In  1990  the  average  PC  was  deliv- 
ered with  5 1  megabytes  of  disk  stor- 
age and  1  megabyte  of  random  access 
memory.  Now  PCs  routinely  come 
with  a  gigabyte  of  hard  disk  space  and 
16  megabytes  of  RAM.  Intel's  486DX 
processor,  cutting  edge  when  it  was 
introduced  in  early  1989,  processed 
20  million  instructions  per  second. 
The  latest  Pentium  Pro  200  proces- 
sor handles  440  million  instructions 
per  second.  Some  folks  need  all  that 
power.  Many  don't. 
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There's  a  Parkinson's  Law  in  effect 
here:  Computer  software  grows  to  fill 
the  expanded  hardware.  This  is  not  to 
say  that  all  the  new  software  isn't 
useful;  it  often  is.  But  not  everybody 
needs  it.  For  mundane  uses,  the  older 
software  may,  paradoxically,  be  more 
efficient. 
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Software  engineer  Andrew  King,  a 
partner  at  Web  site  developer  Athenia 
Associates  in  Ann  Arbor,  Mich.,  com- 
pared old  and  new  versions  of 
Microsoft's  Word  for  the  Macintosh. 
He  ran  the  old  Word  5.1  on  a  vintage 
1994  piece  of  hardware  (the  Macin- 
tosh LC575),  then  ran  the  newer 


Word  6.01  on  newer,  supposedly 
faster  equipment,  the  Power  Macin- 
tosh 6100/60.  The  old  software  on 
the  old  machine  takes  just  7  seconds 
to  launch  and  9  seconds  to  open  a 
192 -page  document.  The  new  soft- 
ware on  the  new  machine  takes  17 
seconds  to  start  up  and  another  20 


seconds  to  open  the  same  document. 
(Microsoft  claims  its  latest  Word,  ver- 
sion 6.01a,  has  solved  many  of  6.01's 
problems.) 

Why  is  newer  software  so  slow? 
Because  it  can  do  so  much.  Word 
6.01  can  perform  automatic  cross- 
referencing  and  allows  a  user  to  trans- 
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How  much  does  it  cost  to 
own  one  networked  PC? 
$13,000  a  year. 


form  a  document  into  Hypertext 
Markup  Language.  Great  if  you  are  a 
Webmaster,  not  so  great  if  you  are 
just  trying  to  send  your  boss  a  memo. 
An  unnecessary  option  means  one 
more  menu  item  to  trip  over,  one 
more  thing  to  learn  in  your  training 
class,  one  more  thing  to  conflict  with 
some  other  piece  of  software  and 
crash  the  computer. 

Have  you  checked  out  the  latest 
screen  savers?  In  terms  of  productiv- 
ity, the  best  screen  saver  is  a  few  lines 
of  code  that  blank  out  the  screen 
when  the  computer  is  idle.  But  you 
can't  make  a  business  selling  that. 
After  Dark,  the  bestseller  screen  saver 
program  from  Berkeley  Systems,  fea- 
tures DrawMorph,  which  lets  work- 
ers while  away  hours  expressing  their 
creativity  through  drawings  created 
with  a  mouse.  What  does  this  do  for 
productivity? 

CD-ROM  drives  are  now  pretty  stan- 
dard on  home  computers,  but  does  a 
business  need  them?  Christopher 
Dreyer,  a  book  production  editor  at 
a  big  Manhattan  publishing  house, 
uses  a  Power  Macintosh  6100/60 
with  an  internal  cd-rom  drive  at 
work.  What  does  he  do  with  the 
drive?  Play  Stravinsky  and  Brazilian 
samba  albums. 

Paul  Maszczak  is  corporate  direc- 
tor of  data  processing  operations  for 
C.R.  Bard  Inc.,  a  $1.1  billion  (sales) 
medical  supply  company  in  Murray 
Hill,  N.J.  He  looks  after  one  main- 
frame, three  mid-'-ange  processors 


and  4,500  PCs.  "It's  an  absolute 
nightmare,"  says  Maszczak.  "The 
average  business  user  has  100  times 
more  horsepower  on  his  desk  than  he 
needs."  A  lot  of  those  users  need 
nothing  more  than  an  electronic 
typewriter. 

Folks  who  are  in  charge  of  infor- 
mation services  for  corporations  com- 
plain that  increasingly  the  home  PC 
market  drives  business  decisions.  C.R. 
Bard,  for  example,  currently  uses 
Windows  3.1  happily.  Still,  the  com- 
pany is  slowly  upgrading  to  Windows 
95.  "We  have  no  need  for  Windows 
95,"  says  Maszczak.  "But  our  sales 
force  have  machines  at  home  with 
Windows  95,  so  we're  being  forced 


Of  that,  21%,  or  $2,730,  is 
the  amortized  cost  of  hard- 
ware and  software:  in  this 
case  a  Windows -based  PC, 
standard  office  software  and 
the  wires,  hubs,  routers 
and  servers  that  make  up 
a  local  area  network. 

to  upgrade."  Since  new  PCs  these 
days  come  equipped  with  Windows 
95,  it's  virtually  impossible  to  stick 
with  an  older  version  of  the  operating 
system — even  if  it  suits  your  needs. 

Office  PCs  equipped  with  drives 
that  allow  users  to  trade  disks  with 
computers  outside  the  office  are 
sometimes  very  convenient.  They  are 
also  dangerous.  Innocently  or  not, 
they  enable  workers  to  bring  viruses 
into  the  network  and  take  sensitive 
data  away. 


"With  few  exceptions,  you  should 
not  allow  any  software  other  than 
company  software,"  says  Kenneth 
Olsen,  the  founder  of  Digital  Equip- 
ment Corp.  and  a  longtime  foe  of  the 
PC.  He's  running  a  new  business  that 
makes  machines  that  resemble  PCs  in 
every  way  expect  that  they  come 
without  disk  drives.  Software,  he  says, 
belongs  on  the  server. 

The  Gartner  Group  figures  it  costs 
a  corporation  $13,000  a  year  to  own 
one  personal  computer  attached  to  a 
local  area  network.  The  hardware,  of 
course,  is  just  the  tip  of  the  iceberg. 
Training,  hand-holding  and  upgrad- 
ing software  are  all  hugely  expensive. 
Anything  that  can  be  done  to  hold 
down  these  costs  is  important. 

Richard  Brightman,  vice  president 
of  information  services  for  Ramsey, 
N.J. -based  Liberty  Travel,  believes 
that  with  proper  oversight  companies 
can  control  how  employees  use  their 
PCs  and  cut  costs.  "It's  a  management 
issue  more  than  a  technology  issue," 
he  says. 

Liberty  is  moving  its  2,300-odd 
travel  agents  from  using  Unisys  main- 
frames to  a  system  that  relies  mainly 
on  Compaq  personal  computers  that 
run  on  Windows  NT.  Using  software 
similar  to  a  virus  detector,  Brightman 
will  be  immediately  alerted  if  anyone 
in  the  company  installs  unauthorized 
software,  games  or  screen  savers  on  a 
desktop  computer. 


Another  27%,  or  $3,510,  is 
the  cost  of  providing 
technical  support 
to  the  user. 
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Successfully  commercializing  CDMA  Digital  Cellular  Service  was  a 
breakthrough  we  were  quite  satisfied  with.  but  only  for  a  second.  you  see, 
at  Korea  Mobile  Telecom,  we  look  ahead  to  new  obstacles  as  fast  as  we  speed 
THROUGH  the  old  ones. 

It's  this  kind  of  thinking  that's  made  us  one  of  the  world's  largest  cellular 
service  providers,  as  well  as  one  of  the  fastest  growing  telecommunication 
companies  on  the  planet.  In  fact,  we're  already  number  three  worldwide  in 
paging  subscribers.  but  we're  not  stopping  there. 

We're  bringing  our  innovative  thinking  to  everything  from  multimedia  to  satellite 
communications.  so  when  you're  thinking  about  the  challenges  you  face  and 
need  a  global  partner  who  can  help  you  break  through  them,  think  fast. 
Think  Korea  Mobile  Telecom. 


Korea  Mobile  Telecom 


WHAT    BARRIERS     CAN    WE     BREAK    WITH  YDU? 

1  in  Fast  55th  Street  New  York.  NY  10022  •  FAX  212-906-816  3  •  www.kmt.co.kr 


Orac'e  Corp.'s  chief  executive, 
Lawn  nee  ..  llison,  goes  further.  He 
iiy  users  should  dump 
s  altogether  for  a  pared- 
down  v  rniinal  that  does  little  else  but 
accc-.^  a  network — either  an  internal 
corporate  network  or  the  Internet 
colossus  outside. 

Phil  D.  Hester,  IBM's  vice  president 
of  network  computing,  goes  so  far  as 
to  say  that  only  10%  to  20%  of 
employees  at  a  typical  company  really 
need  a  PC.  The  others  are  perfect  can- 
didates for  basic  terminals  hooked 
into  a  network.  The  key  is  to  figure 
out  which  of  your  employees  really 
need  serious  computing  power.  "I 
have  this  naive,  old-fashioned  idea," 
chuckles  Ken  Olsen.  "That  is,  you 
should  define  the  job  you  want  done, 
and  then  supply  the  computing 


About  9%,  or  $1,170,  goes  to 
administer  the  system. 


needed  to  suit  the  job.'" 

You  could  accuse  Larry  Ellison  or 
Scott  McNealy  of  having  it  in  for 
Microsoft  Corp.  But  the  managers  at 
Decatur,  Ga. -based  Carr-Scarbor- 
ough  Microbiologicals  Inc.,  a  $10 
million  (sales)  manufacturer  of  med- 
ical supplies,  don't  hold  any  grudge 
against  Bill  Gates.  They've  just  decid- 
ed not  to  get  caught  up  in  the  frenzy 
of  model  changeovers.  In  the  last  13 
years  Carr-Scarborough  has  upgrad- 
ed its  computer  technology  only 
twice.  Its  accounting  and  order  pro- 
cessing departments  use  Wyse60 
dumb  terminals.  Everyone  else  in  the 
company,  except  two  department 
heads,  uses  an  IBM-compatible  clone 
with  a  vintage  1985  386  processor. 
The  fanciest  computers  in  the  joint: 
two  clones  with  486DX4  processors. 


Voluntary  simplicity 

Some  smart  money  is  betting  that  the  days  of  bloated 
PCs  are  coming  to  a  close.  In  May  IBM,  Apple  Computer, 
Oracle  Corp.,  Sun  Microsystems  and  Netscape  Commu- 
nications got  together  to  announce  technical  specifica- 
tions for  so-called  network  computers.  What  is  an  NC?  A 
stripped-down  PC  that  has  no  hard  drive,  but  connects  to 
the  Internet  or  to  an  internal  corporate  network. 

IBM  plans  to  start  shipping  NC  units  in  volume 
for  under  $700,  without  a  monitor,  before 
the  end  of  the  year.  IBM's  intended  cus- 
tomers include  folks  in  the  auto,  air- 
line and  banking  industries  who  are 
on  local  area  networks.  Apple  and 
Sun  also  plan  to  make  NC  devices. 
Kenneth  Olsen,  former  president 
of  Digital  Equipment  Corp.,  is 
now  chairman  of  a  tiny  new 
computer  company  called 
Advanced  Modular  Solutions 
that  has  begun  selling  a  simple 
processor,  the  size  of  a  Kleenex 
box,  without  a  hard  drive.  Oracle 
Chief  Executive  Larry  Ellison,  the 
biggest  booster  of  NCs,  predicts  that  by 
2000  more  network  computers  will  be 
sold  than  PCs. 

For  the  home  market,  NCs  may  finally  make  the 
computer  as  common  as  the  telephone  or  television.  For 
business,  ibm  thinks  that  the  cost  of  operating  an  NC  in 
a  commercial  environment  will  be  25%  to  50%  less  than 
the  cost  of  operating  a  networked  PC. 

The  backbone  of  many  NCs  is  Sun's  new  program- 
ming language,  Java.  Any  program  written  in  Java  can 
run  on  any  computer — a  Windows  PC,  a  Unix  worksta- 
tion, a  Macintosh  or  an  NC — that  is  equipped  with  a 


Java  "interpreter,"  a  tiny  program.  If  a  user  wants  to 
create  or  read  a  spreadsheet  or  a  document,  he  simply 
downloads  off  the  Internet  an  "applet,"  or  a  little  bit  of 
software,  designed  specifically  for  the  task.  When  he's 
done,  the  simple  Java  applet  erases  itself  from  the  desk- 
top computer. 

Ottawa,  Ont.- based  Corel  Corp.,  a  $196  million  soft- 
ware firm  whose  stable  of  titles  includes  CorelDraw  and 
Quattro  Pro,  has  just  introduced  a  preview  version  of 
Corel  Office  for  Java  on  its  Web  site 

www.corel.com).  The  software  lets  a  user 
operate  a  bare-bones  version  of  Word- 
Perfect, for  example,  that  includes  no 
spell-checker  until,  and  if,  you  need 
to  check  a  spelling.  Two  benefits: 
You  don't  need  a  1  -gigabyte  hard 
drive  to  store  the  word  processor; 
and  Corel  can  add  a  new  feature 
to  the  program  without 
mailing  out  upgrade  disks  to  its 
customers. 
"A  lot  of  companies  just  take 
the  high  cost  of  PCs  as  a  given," 
says  Christoph  Biber,  Corel's  tech- 
nology evangelist.  "Others  ask,  is  it 
really  necessary?  We  don't  think  it  is." 
Critics  say  NCs  are  simply  a  step  back  to 
the  dark  days  of  dumb  terminals  with  all 
information  stored  in  a  huge,  centralized  machine.  If 
anything  goes  wrong,  every  user  is  knocked  out.  They 
also  argue  that  NCs  are  unworkable  without  a  massive 
investment  to  improve  Internet  connection  speeds. 

It's  way  too  early  to  predict  who  will  be  the  winner  in 
this  intense  debate.  But  we'll  say  this:  Even  if  NCs  aren't 
the  answer  to  our  PC  woes,  they  are  the  first  signal  that 
some  smart  people  no  longer  believe  that  faster  and 
bigger  PCs  are  the  future.  -N.M.  ■ 
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WHAT  COMPANY  WOULD  GO  WITH 
AN  INTERNET  SERVICE  THAT  DIDN'T 
OPERATE  ITS  OWN  PRIVATE  NETWORK 
OR  TAKE  FULL  RESPONSIBILITY 
FOR  ITS  CONNECTIONS? 


One  that  doesn't  know  LS.  from  B.S. 


'II 


/COMMUNICATIONS 


"We  stay  n  touch  with  new  tech- 
nology  and  use  it  when  we  need  it," 
insists  Can  Scarborough's  marketing 
directoj .  Gerald  Marshall,  noting  that 
his  company  lias  had  a  Web  site  since 
August  "We  just  don't  think  every- 
one in  the  whole  company  needs  the 
latest  newfangled  technology." 

Buying  secondhand  equipment  is 
one  way  to  sidestep  the  upgrade 
treadmill.  Frederick  Ford,  a  stock- 
broker at  Boston's  Moors  &  Cabot, 
refuses  to  buy  new  PCs  for  his  work. 
In  the  1980s  he  paid  around  $6,000 
for  what  was  then  the  latest  in  laptop 
technology,  a  hulking  new  Compaq 
"portable."  When  he  went  to  trade  it 
in  just  three  years  later,  it  was  worth- 
less. "That's  when  I  realized  PCs  are 
like  new  cars,"  explains  Ford.  "They 
lose  their  value  as  soon  as  you  drive 
them  off  the  lot."  If  you  want  a  car 
for  the  thrill  of  driving,  or  for  pres- 
tige, you'll  want  an  expensive  new  car 
with  all  the  trimmings.  If  you  just 
want  to  drive  to  the  train  station,  a 
workable  clunker  will  do  fine. 

Stockbroker  Ford  has  bought  six 
second-hand  PCs  from  the  Boston 
Computer  Exchange.  His  current 
machine:  an  NEC  486/33  that  he 
bought  about  two  years  ago  for 
$1,000  (today  that  same  machine 
would  run  him  under  $400).  He's 
since  spent  another  $150  to  upgrade 
to  a  66-MHz  processor.  "It  does 
everything  I  want,"  declares  Ford. 

When  it  comes  to  software,  Ford 
sticks  with  a  DOS-based  version  of 
Broker's  Ally,  a  program  that  tracks 


Finally,  43%,  or  $5,590, 
is  the  cost  of  so-called 
end-user  operation: 
time  spent  by  an  employee 
trying  to  figure  out  how  to 

use  the  system, 
"futzing"  with  his  machine, 
organizing  his  hard  drive, 
installing  software, 
waiting  for  the  printer, 
playing  games, 
unproductively  surfing  the 
Net  and  so  on. 

and  sorts  clients.  Ford  gave  the  Win- 
dows version  of  Broker's  Ally  a  test 
run,  but  decided  that  the  DOS  version 


is  easier  to  use. 

The  Boston  Computer  Exchange, 
one  of  the  nation's  largest  sellers  of 
used  PCs,  says  sales  have  doubled  for 
each  of  the  last  three  years  and  now 
stand  at  $32  million.  A  recent  offer- 
ing: Compaq  Prolinea  486DX2/50 
PCs  with  8  megabytes  of  random 
access  memory  and  a  200  megabyte 
hard  drive. 

Boston  Computer  Exchange 
bought  150  of  the  machines  from 
Babson  College  for  $150  apiece  and 
is  selling  them  to  students  at  $450. 
In  high  demand  from  economy- 
minded  users  are  monochrome  note- 
books from  IBM,  Toshiba  and 
Compaq  with  386  and  486  micro- 
processors for  $350  to  $600.  At  the 
higher  end:  IBM  Thinkpad  720C, 
with  a  486/50  processor,  a  color 
monitor  and  a  9,600  bit-per-second 
modem  for  $795.  (For  information 
on  where  to  buy  used  PCs,  see  box 
below. ) 

Some  computer  consultants  say 
buying  used  computers  and  sticking 
stubbornly  with  older  technology  is  a 
mistake.  "PCs  are  like  toasters," 
declares  Cheryl  Currid,  of  Houston- 
based  Currid  &  Co.,  a  technology 
consultant.  What  she  means  is  that 
PCs  ought  to  be  tossed  out  and 
replaced  every  few  years. 

William  Kerwin,  a  vice  president  at 
Gartner  Group,  agrees,  comparing 
old  machines  to  a  vw  bug:  Your  cap- 
ital costs  will  be  lower,  says  he,  but 
you'll  probably  see  an  increase  in 
maintenance  and  service  costs. 


Going  once,  going  twice,  sold! 

Did  you  iust  buy  a  $3,000  PC  only  to  find  it  selling  for 
$1,000  less  six  months  later?  Would  you  be  happy  with 
a  basic  486?  Consider  acquiring  a  preowned  computer. 

This  list  of  dealers  (all  sell  both  Macintosh  and  IBM- 
compatible  machines)  is  just  a  sampling.  Check  your 
Yellow  Pages  and  you'll  find  many  more. 
■  Computer  Renaissance  is  a  chain  of  81  franchised 
used-PC  stores  in  30  states.  Minneapolis,  Minn. -based 
Grow  Biz  International,  the  publicly  traded  company 
that  owns  Computer  Renaissance,  plans  to  open  anoth- 
er 90  stores  in  the  next  12  months.  Expected  1996  rev- 
iil:  close  to  $100  million.  The  stores  have  a 
-  rions-asked  return  policy  and,  at  mini- 
t,  a  3         ■  arranty.  For  a  store  near  you,  call 


■  The  Computer  Exchange  matches  buyers  and  sellers 
all  over  the  world.  At  any  time  the  exchange  lists 
between  1,000  and  2,000  machines.  Sellers  pay  a  10% 
commission.  All  prices  are  negotiable.  Computers  come 
with  a  30-day  warranty.  Last  year  about  $2  million 
worth  of  PCs  went  through  the  exchange.  For  general 
information  check  out  the  firm's  Web  site  (www. 
compexch.com).  For  prices,  and  to  buy  or  sell,  call 
800-304-4639. 

■  Boston  Computer  Exchange  buys  used  equipment 
and  resells  it  by  phone.  A  subsidiary  of  Omaha,  Neb.- 
based  Inacom  Information  Systems,  Boston  Computer 
takes  a  lot  of  machines  on  consignment  from  big  com- 
panies, for  a  35%  commission  charge  (plus  shipping 
costs).  Expected  1996  sales:  $32  million.  Warranty:  30 
days  and  up.  For  information  call  617-542-4414. 

-N.M. 
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Mobile  computing  perfected  by  TDK  Systems. 


"Big  World" 


It 


seems  there's  a  new  country 
started  everyday. 


Easy  Set  Up.  Simple  pull-down  menus  allow 
you  to  instantly  configure  your  Global  Class 
fax/modem  for  whatever  country  you're  in. 


Digital  Line  Protection.  Global  Class 
digital  protection  circuitry  ensures  that 
hotel  and  business  phone  systems  won't 
turn  your  modem  into  charcoal. 


Global  Acceptance. 

Australia,  Austria,  Canada, 
Czech  Republic,  Belgium, 
Denmark,  Finland,  France, 
Germany,  Hong  Kong,  Ireland, 
Italy,  Japan,  Luxembourg, 
Mexico,  The  Netherlands, 
New  Zealand,  Norway, 
Singapore,  South  Africa, 
South  Korea,  Sweden, 
Switzerland,  United 
Kingdom,  United  States 
and  more. 


"Small  Wonder" 

TDK's  Global  Class™  Fax/Modem 
is  probably  already  compatible  with 
their  phone  system. 


sineSS  is  Global.  Your  fax/modem  should  be  too. TDK's  Global  Class  is  certified 
patible  in  more  countries  than  any  other  fax/modem  in  the  world.  It's  the  highest 
ed  international  PC-Card  fax/modem  available.  Call  TDK  Systems  at 
J0-999-4TDK  or  visit  our  web  site  at  www.tdksystems.com  Technically,  Superior. 


&TDK 


TDK    SYSTEMS,  INC 
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It  all  dcj  ends.  Fred  Ford,  for  one, 
says  1;  had  a  problem  with 

his  us<  !  '  s.  Carr-Scarborough's 
Gerald  Marshall  reports  that  when  his 
firm  recently  needed  new  software  he 
had  a  hard  time  finding  a  program- 
mer who  was  familiar  with  the  out- 
dated Unix-based  FoxBase  language 
the  firm  uses.  Consultant  after  con- 
sultant told  Carr-Scarborough  to 
dump  its  old  system  for  a  database 
program  geared  to  run  with  Win- 
dows NT.  The  firm  stuck  to  its  guns 
and  eventually  found  a  programmer 
familiar  with  FoxBase.  Better  yet:  The 
fellow  asked  just  $35  an  hour,  versus 
the  $75  to  $100  demanded  by  a  pro- 
grammer familiar  with  newer  com- 
puter languages. 

When  its  old  mainframe  started  get- 
ting creaky,  $1.1  billion  (fiscal  1996 
sales)  Houston-based  gas  producer 
Mitchell  Energy  &  Development  was 
advised  to  move  to  a  fancy  cli- 
ent/server system.  Mitchell  is  a  com- 
pany that  counts  its  capital  dollars 
carefully.  Instead  of  buying  the  new 
system,  Mitchell  Energy  last  year 
bought  a  seven-year-old  IBM  3090 
mainframe  for  $60,000  from  equip- 
ment leasing  company  Comdisco.  The 
machine  would  have  cost  as  much  as 
$6  million  new. 

"It  may  be  technically  obsolete," 
says  Milton  Crumpler,  who  heads 
Mitchell's  information  systems.  "But 
it's  not  functionally  obsolete."  Crum- 
pler believes  strongly  in  giving  each 
employee  a  machine  that  suits  his  ot- 
her needs.  So  the  company's  top 
engineers,  geophysicists  and  geolo- 
gists all  have  state-of-the-art  Unix- 
based  workstations.  And  the  finance 
folks  who  need  to  run  complex 
spreadsheets  have  PCs  with  90-mega- 
hertz  Pentium  processors  and  a  giga- 
byte of  disk  storage. 

But  of  Mitchell's  1,000-odd  PCs, 
fully  one-third  are  386  machines. 
There  are  even  a  handful  of  286 
machines  still  in  use  for  functions  like 
word  processing.  "We  just  won't 
bring  in  new  technology  for  the  sake 
of  technology,"  declares  Crumpler. 
"Our  purchasing  decisions  are  driven 
by  business  needs." 

Yes,  we  know  it's  Almost  un-Amer- 
ian  to  raise  these  questions  today.  But 
we  do  believe  that  technology,  like 
everything  else,  should  have  to  justi- 
fy itself.  H 


Little  Glenayre  Technologies  stole  a  march 
on  mighty  Motorola— right  in  the  heart 
of  the  paging  business.  Can  it  hold  on? 

Where  Motorola 
missed  a  beep 

By  Jeffrey  Young 

Think  of  pagers,  think  Motorola,  company  that  now  sells  about  55%  of 
Maybe  100  million  of  the  pagers  in  the  back-office  gear  that  paging  corn- 
use  today  were  sold  by  the  wireless  panies  need — a  business  worth  some 
technology  giant.  But  so  busy  has  $600  million  a  year. 
Motorola  been  promoting  pagers  How  did  Glenayre  make  such  an 
that  it  has  let  a  tiny  rival  slip  in  under  end  run  on  a  company  90  times  its 
its  nose.  The  upstart  is  Glenayre  size?  "Focus,  focus,  focus,"  explains 
Technologies,  a  Charlotte,  N.C.  Gary  B.  Smith,  the  company's  newly 
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Gary  B.  Smith,  president  of  Glenayre  Technologies 
"This  is  all  we  do.  We'd  better  be  good  at  it." 
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THERE'S  ONLY  ONE  PROBLEM  WITH  BUYING 
A  PC  DESIGNED  FOR  TODAY'S  BUSINESS  APPLICATIONS. 
IT'S  CALLED  TOMORROW. 


Intel  Pen  tin  in  Pro  Processor 
up  to  200  MHz 

16  MB  or  32  MB  RAM 
Standard 

2  GB  IDE  or  SCSI 
hard  drive 

PCI  Accelerated  21) 
and  3D  graphics 

Microsoft  Windows  ST 

3  year  limited  warranty 


INTRODUCING  THE  POWERMATE  PROFESSIONAL  SERIES  WITH  PENTIUM  *  PRO  PROCESSOR. 

These  days,  trying  to  buy  technology  for  your  company  is  like  trying  to  shoot  a  moving  target.  If  you  don't 
set  your  sights  far  enough  ahead,  you'll  miss.  Fortunately,  the  NEC  PowerMate1  Professional  is  at  the 
leading  edge  of  the  technology  curve.  With  advanced  technologies  like  a  200  MHz  Intel  Pentium  Pro 
processor  and  Microsoft  Windows  NT®,  the  PowerMate  Professional  is  just  the  long-term  investment 
your  company  has  been  looking  for.  Power  hungry  32-bit  office  applications,  like  3D  CAD/CAM  and  financial  modeling,  are  not  a  problem  for  the 
PowerMate  Professional  system.  And  you  can  maintain  full  compatibility  with  all  general  purpose  PC  applications.  So  if  you're  tired  of  keeping  up  with 
the  latest  technology,  we  have  a  solution:  the  latest  technology.  For  more  information  on  the  PowerMate  Professional  Series  and  other  PowerMate 
products,  just  call  1-800-NEC-INFO,  or  visit  us  on  the  web  at  http://www.nec.com.  HEAR  AND  FEEL  THE  DIFFERENCE™ 


©  1996  Packard  Bell  NEC,  Inc.  NEC  and  PowerMate  are  registered  trademarks  ol  NEC  Corporation  See.  Hear  and  Feel  the  Difference  is  a  registered  trademark  of  NEC  Technologies,  Inc.  The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor 
logo  and  the  Pentium  Pro  Processor  logo  are  trademarks  of  Intel  Corporation  Microsoft,  Windows  and  Windows  NT  are  registered  trademarks  of  Microsoft  Corporation.  Key  #22623 
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year-old  president  and 
.  .!.  ;  ..  ng  officer.  "This  is  all  we 
do.  Wt ' '  better  be  good  at  it." 

Still,  thv  right  focus  on  infrastruc- 
ries  the  company  to  a  small 
customer  base  with  fickle  buying 
habits.  Last  month  Motorola  told 
Wall  Street  to  lower  expectations  for 
the  September  quarter.  Glenayre  then 
did  the  same  and  got  swift  punish- 
ment— its  stock  fell  40%  in  one  day. 

This  could  be  yet  another  case  of 
the  market  overreacting  to  temporary 
bad  news.  As  in  the  computer  busi- 
ness, pager  customers  often  hold  off 
on  new  purchases  while  they  wait  for 
the  next  generation  of  equipment  to 
hit  the  market.  The  Motorola  paging 
standard  that  Glenayre  licenses  has 
been  upgraded  several  times,  increas- 
ing capacity  without  requiring  new 
gear.  That  can't  last:  Paging  compa- 
nies will  soon  have  to  expand  their 


infrastructures  to  accommodate  two- 
way  paging  and  voicemail. 

Infrastructure,  in  the  form  of  trans- 
mitters and  related  base-station 
equipment  and  software,  accounts  for 
78%  of  Glenayre's  $321  million  in 
annual  revenues.  It  accounts  for 
probably  only  10%  of  Motorola's.  In 
the  pager  base-station  business  Glen- 
ayre is  running  for  its  life — Motorola 
only  for  its  dinner.  Look  at  the 
results.  Glenayre's  net  margin  last 
year  was  24% — nearly  four  times 
Motorola's.  (Motorola  doesn't  break 
out  paging  profits.) 

A  nimble  little  startup?  Quite  the 
contrary.  In  its  first  20  years  Glenayre 
juggled  a  jumble  of  businesses.  It 
started  in  Canada  as  a  maker  of  high 
school  science  course  power  supplies, 
then  got  into  the  mobile  telephone 
business  back  in  precellular  days.  It 
also  pioneered  railcar  radio:  By  hang- 
ing a  transmitter  on  the  last  car,  the 
engineer  could  keep  tabs  on  brake- 
pressure  and  other  data  he  needed  to 
keep  the  train  in  one  piece,  and  thus 
could  dispense  with  the  caboose. 

When  the  cellular  phone  wave  hit 
in  the  early  1980s,  Glenayre  Elec- 
tronics (as  the  company  was  called 


then)  held  back.  "We  were  just  a  little 
Canadian  company,"  says  Smith,  who 
joined  Glenayre  straight  out  of  the 
University  of  British  Columbia  in 
1983.  "How  could  we  compete  with 
the  enormous  companies  planning  on 
getting  into  it?"  But  it  had  at  least  a 
chance  in  paging.  Glenayre  figured  it 
had  the  know-how  to  master  paging's 
three  key  components:  base  stations, 
whose  transmitters  blast  out  radio 
waves  to  the  target  beeper;  switches, 
which  route  incoming  calls  to  the 
transmitters;  and  communication 
links  that  allow  the  base  station  and 
switches  to  speak  to  each  other. 

The  project  required  more  capital 
than  a  $21  million  (sales)  Toronto 
Stock  Exchange  firm  in  British 
Columbia  could  muster.  So  in  the 
late  1980s  a  private  placement  raised 
about  $30  million  and  a  debt  issue 
another  $37  million.  By  then  the  firm 


had  been  taken  over  twice  by  investor 
groups,  ending  up  in  the  hands  of  a 
chain  of  auto  glass  replacement  shops 
in  Canada.  The  money  enabled  the 
old  Glenayre  to  build  its  base  station 
business,  buy  switching  companies 
and  acquire  radio  frequencies  for 
paging.  By  1992  its  paging  infra- 
structure was  second  only  to 
Motorola's;  it  also  ran  a  paging  ser- 
vice largely  confined  to  Canada. 

Success  brought  a  major  problem: 
Most  of  its  paging  customers  regard- 
ed it  as  a  competitor.  So  in  1992  it 
did  what  AT&T  was  later  to  do,  split 
in  pieces.  The  paging  service  compa- 
ny was  renamed  Glentel  and  is  still 
listed  on  the  Toronto  Stock 
Exchange.  At  this  point  an  invest- 
ment group,  Cramer  Rosenthal 
McGlynn,  came  into  the  picture.  The 
manufacturing  business  merged  into 
a  publicly  traded  corporate  shell  con- 
trolled by  Cramer  Rosenthal.  This 
shell  owned  a  small  amount  of  oil 
and  gas  interests  and,  as  of  the  end  of 
1995,  had  $116  million  in  tax-loss 
carryforwards.  The  resulting  firm  was 
rechristened  Glenayre  Technologies. 

The  rest  is  history.  From  1993  to 
1995  the  number  of  U.S.  paging 


subscribers  nearly  doubled,  to  35 
million.  Part  of  the  reason  was  the 
halving  of  the  typical  price  for  the 
service,  to  around  $10  a  month. 
Even  more  important,  beepers 
became  fashionable.  Parents  began  to 
equip  their  latchkey  kids  with  them, 
and  repairmen  and  real  estate  agents 
alike  felt  they  weren't  properly 
dressed  without  one. 

Cramer  Rosenthal  McGlynn  made 
a  good  investment.  Even  after  the 
recent  tumble,  their  7%  of  the  stock 
is  up  from  a  split-adjusted  63  cents  to 
22%.  Glenayre  sells  at  21  times  esti- 
mated 1996  earnings,  with  a  market 
cap  of  $1 .4  billion. 

Glenayre  has  an  80%  share  of  U.S. 
paging  switches  and  60%  of  paging 
transmitters,  versus  Motorola's  10% 
and  35%.  Worldwide,  the  numbers 
are  Glenayre  60%  and  40%,  versus 
Motorola's  30%  and  40%.  Of 
course,  the  business  is  just  too  good 
for  everybody  else  to  let  Glenayre 
enjoy  its  market  dominance  in 
peace.  AT&T  and  European  compa- 
nies, such  as  Ericsson,  are  pushing  a 
competing  two-way  wireless  paging 
standard.  Motorola  is  not  standing 
still,  either. 

Smith  claims  there  will  be  enough 
new  business  to  accommodate  some 
newcomers.  "Any  fast-growing  econ- 
omy with  no  phone  system  in  place  is 
a  natural  for  pagers,"  Smith  says. 
"China  is  now  the  biggest  market.  It 
already  has  40  million  subscribers." 
Brazil  and  India  are  also  going  to  be 
lucrative  outlets. 

When  everybody  has  a  pager,  what 
will  Glenayre  do  for  an  encore? 
Upgrades.  Limited  two-way  paging — 
which  lets  you  send  back  a  brief  mes- 
sage by  return  post,  as  it  were — is 
already  available  from  Sky  Tel,  and 
later  this  year  voice  paging  will  pro- 
vide the  equivalent  of  an  answering 
machine  on  a  belt  for  $20  a  month. 
All  this  is  great  for  Glenayre,  which 
sells  the  souped-up  equipment  that 
service  providers  require  for  their 
transmitting  stations. 

It's  great  for  Cramer  Rosenthal 
McGlynn,  too.  These  venturers  are 
sitting  on  $96  million  of  the  stock, 
and  that's  after  taking  out  maybe  $50 
million  in  profits.  If  they  hang  on 
long  enough  for  paging  to  get  back 
on  its  feet  again,  those  numbers 
could  go  much  higher.  H 


When  everybody  has  a  pager,  what  will  Glenayre  do  for  an 
encore?  Upgrades.  Try  two-way  paging,  or  voice  paging — the 
equivalent  of  an  answering  machine  on  a  belt. 
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The  Future  Of  Digital  Imaging 

MM  Welcome  to  the  Aiicio  series.  From  Ricoh.  Remarkable  cop) 
BSM  quality.  Increased  productivity.  Greater  reliability.  The  Aficio 
400  Digital  Copier  is  an  entirely  new  way  of  making  black  &  white 
copies.  Its  digital  brain  gives  you  richer,  crisper  black  &  white  with  a 
whole  new  array  of  image-manipulation  features.  Come  see  what  we 
can't  show  you  here.  A  real  Aficio  copy.  Call  1  800  63  RICOH  or 
meet  us  at  http://www.ricoh.com 


©  1996  KjuiIi  Corporation.  As  an  ENERGY  STAR  Partner,  Ricoh  Corporation  has  determined  that  tins  product  meets  the  ENERGY  STAR  guidelines  tor  c 


'96  Partner  01  The  Year 


Ricoh  Aficio  400 
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RS  /  COMMUNICATIONS 


David 


i  is  betting  that  young  females  will  want 
j  thing  on  the  Internet  that  they  want 

in  magazines:  models  and  fashions. 

Models  dot  com 


By  Kambiz  Foroohar 

The  Internet  remains  a  com- 
puter-hacking, games-playing, 
porno- hunting  preserve  where 
four  out  of  five  users  are  male. 
Why  don't  more  women  join 
the  fun? 

Perhaps  the  right  bait  is  staring 
out  of  the  covers  of  Vogue  and 
Seventeen:  clothes  and  fashion 
and  glamorous  models.  That's 
the  idea  of  David  Rae,  founder 
and  president  of  the  male -centric 
Attitude  Network,  based  in 
Naples,  Fla.  Rae  plans  a  Web  site 
(www.fordmodels.com)  in 
partnership    with  Ford 
Models  Inc.,  home  of 
Christie  Brinkley  and  f 
Elaine  Irwin. 

"It's  not  going  to 
be  babes  in  bikinis,"  says 
Rae.  The  ladies  will  display 
fashionable  evening  wear  and 
cosmetics.  Just  like  in  the  glossy 
magazines.  Rae  is  planning  to 
have  the  site  up  and  running  by 
December,   competing  with 
year-old  sites  from  the  Wil- 
helmina  Model  Agency  (www. 
wilhelmina.com)    and  Boss 
(www.bossmodels.com). 

The  Ford  Model  Webzine 
will  feature  gossip  on  super- 
models, advice  on  breaking  into 
modeling,  advertising-spon- 
sored areas  on  makeup  and 
fashion,  and  contests  for  Ford 
modeling  contracts. 

Rae  is  after  a  female  audience 
far  younger  than  any  other  Web 
site  has  targeted:  between  12 
and  25  years  old.  "Modeling  is 
like  a  religion  for  young  girls," 
says  William  Ford,  president  of 
licensing  at  Ford  Models. 

In  the  1990s  supermodels 
became  cultural  icons,  replacing 
actresses,  athletes  and  rock  stars 
as    young    women's  idols. 


Michael  Gross'  Model  was  on  the 
New  York  Times  bestseller  list  for  five 
weeks  last  year. 

Rae  is  putting  in  $1  million  toward 
the  startup  costs,  while  Ford  will  con- 
tribute photos,  columns  on  health 
and  beauty  tips  and  advice  from 
supermodels.  "With  our  brand 
name,  we  can  have  licensing  arrange- 
ments and  take  a  percentage.  Just 
think  of  T  shirts  with  the  logo  ford 
models.com,"  says  Ford,  bet- 
ting the  site  will  break  even 
next  year. 

Rae  and  Ford  have  this  going 
for  them:  They  are  filling  a 
vacuum.  As  it  stands,  there  are 
only  a  handful  of  sites  that 
target  women,  such  as  San  Fran- 
cisco-based   Women's  Wire 
www.women.com),  which 
appeals  to  career  women  in  their 
30s  and  earning  over  $40,000. 
Despite  their  tender  ages, 
women  in  Rae's  target  group 
have  lots  of  dollars.  Children 
aged  12  to  19  spent  $109 
billion  last  year,  up  10% 
\     from  1994,  according  to 
l^f     Teenage  Research 
Unlimited,  a  Northbrook, 
111.  research  group.  A  lot  of  that 
went  to  clothing  and  cosmetics. 

Rae  had  teenagers  in  mind 
when  he  started  Attitude  Net- 
work a  year  ago.  "The  three 
most  popular  Web  destinations 
were  porn,  gambling  and  games, 
so  we  chose  games,"  Rae  says. 
His  Happy  Puppy  Web  site  has 
games  (like  Click)  that  can  be 
played   on-line.    It   is  now 
among  the  top  20  sites,  claim- 
ing 44  million  hits  and  8  mil- 
lion pages  viewed  per  month. 
Attitude  Network  plans  other 
Web  sites,  featuring  music  and 
sports.  In  September 
Attitude  Network  sold 
$250,000  in  advertis- 
ing to  such  companies 
as  Microsoft,  Procter  & 
Gamble  and  AT&T.  Rae 
'  expects  the  network  to 
break  even  this  year. 
"We  want  to  go  into 
'■  areas  where  there  is  no 
major  competition,"  says 
Rae.     "It    worked  in 
gaming,  and  it'll  work 
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SOURCE 


There's  a  source  of  energy.  A  source  of  information.  And  one  simple,  powerful  source  for  all  of  your  words  to  travel 
through.  BellSouth.  Now  more  than  ever,  we're  bringing  together  every  kind  of  technology.  From  local  and  long 
distance  service,  to  Internet  access,  wireless,  yellow  pages,  interactive  video  and  beyond.  So  you  can  pick  and 
choose  what  you  need,  when  you  need  it.  All  from  a  single  source  that  connects  you  and  your  words  in  every  way. 

Because  a  word  can  have  many  meanings.  But  it  means  nothing  until  it's  shared. 


BELLSOUTH 

It's  All  Here." 

www.bcllsouth.com/words 


ware  that  pays  for  itself 


J.  KESSLER 


Andy  Kessler 
(akessler@tbyte.com)  is 
a  genera!  partner  of 
Velocity  Capital 
Management,  a  tech- 
nology and  communi- 
cations investment 
company  in  Palo  Alto, 
Calif. 


If  technology  is  so  great,  where's  the 
payoff?  If  you  haven't  asked  yourself  that 
question,  you'd  better  do  so  right  away.  If  you 
spend  $1  million  on  a  computer  installation  or 
a  new  piece  of  software,  how  long  does  it  take 
to  save  your  company  $1  million — a  month,  a 
year,  forever? 

There  are  three  important  places  to  cut 
costs  out  of  a  business:  people,  distribution 
and  the  distribution  of  people.  By  people,  I 
mean,  of  course,  payroll.  By  distribution,  I 
mean  getting  products  to  customers;  in  many 
businesses  today  the  big  item  here  is  telecom- 
munications costs.  By  distribution  of  people,  I 
mean  travel  expenses. 

If  your  job  is  to  serve  burgers,  there  may  be 
no  way  to  cut  payroll  without  shrinking  the 
value  of  your  product.  But  if  your  job  is  prod- 
uct support  or  customer  service,  there  proba- 
bly is  a  way. 

Federal  Express  sets  the  example.  FedEx 
receives  300,000  calls  a  day  from  people  who 
want  to  know  where  a  package  is.  I  don't  have 
FedEx's  budget,  but  a  typical  customer  service 
inquiry  costs  75  cents  or  so  a  minute,  includ- 
ing the  phone  bill.  That  comes  to  $2  or  $3  for 
a  call  lasting  3  to  4  minutes.  So  FedEx  is 
spending  maybe  $200  million  a  year  holding 
customers'  hands. 

For  a  total  cost  that  I  guess  at  between  $5 
million  and  $7  million,  FedEx  has  provided 
both  tracking  software  and  a  Web  site  that 
enables  a  customer  to  type  in  an  airbill 
number  for  a  package  and  determine  its 
status.  One  in  ten  of  these  inquiries  now 
comes  in  electronically,  with  no  incremental 
costs.  That  suggests  a  savings  of  $20  million  a 
year  and  a  four-month  payback.  Too  bad  there 

When  you  assess  automation,  figure 
in  the  value  of  your  customers'  time. 
Some  call  answering  systems  are  so 
irksome  that  they  have  to  he  losers. 


aren't  more  capital  outlays  like  this  one.  Much 
of  the  savings  from  using  these  systems  comes 
from  all  but  eliminating  the  cost  of  reaching 
customers.  The  Internet  really  can  be  viewed 
as  a  zero-variable-cost  distribution  system. 

Move  on  from  package  tracking  to  financial 
services,  and  you  find  all  sorts  of  interesting 
applications.  Edify,  a  company  in  Santa  Clara, 


Calif,  sells  software  to  bring  the  self-service 
concept  to  financial  services.  NationsBank  uses 
Edify  tools  not  just  for  the  obvious  balance 
inquiries,  but  also  for  transfers,  wires,  bill  pay- 
ments and  even  loan  applications.  Unisys  uses 
Edify  tools  to  help  workers  select  benefits, 
move  401(k)  accounts  around,  change  address- 
es and  change  withholding  taxes.  I  am  not  privy 
to  the  payback  period,  but  my  guess  for  both  of 
these  applications  is  less  than  one  year. 

One  caution  here.  When  you  add  up  the 
costs  and  benefits  of  automation,  figure  in  the 
value  of  your  customers'  time.  The  FedEx  on- 
line service  probably  saves  their  time  and  so  is 
even  more  of  a  winner  than  it  at  first  appears 
to  be.  Some  automated  call  answering  sys- 
tems, however,  are  so  irksome  to  the  people 
dialing  in  that  they  have  to  be  losers. 

A  big  budget  item  for  computer  vendors  is 
handling  calls  from  users  whose  machines 
have  crashed.  The  crash  may  or  may  not  be 
the  fault  of  the  manufacturer,  but  the  manu- 
facturer is  still  going  to  get  blamed.  This 
explains  why  SystemSoft  is  about  to  rake  in  a 
mountain  of  profits. 

The  firm  recently  introduced  System- 
Wizard,  diagnostic  software  that  PC  manufac- 
turers can  install  on  their  machines  as  the 
machines  go  out  the  door.  The  program  looks 
at  all  of  the  peripherals  attached  to  the  PC  and 
most  of  the  software  drivers,  looking  for  con- 
flicts. The  customer  is  told:  Before  you  call  us, 
ask  for  help  from  SystemWizard.  The  program 
eliminates  a  lot  of  service  calls  and  cuts  in  half 
the  time  spent  on  many  of  the  rest.  The  fea- 
ture is  a  bargain  at  $5  to  $10  per  PC. 

What  about  saving  on  distribution?  My  firm 
needed  stock  quotes  and  the  like  and  was  pre- 
pared to  spend  $3,000  a  month  for  the  dedi- 
cated line  and  financial  terminals  from  the 
usual  vendors.  Then  we  realized  we  could  get 
almost  all  of  what  we  needed  from  the  Inter- 
net. Cost:  $300  a  month.  I  suspect  that  some 
smart  entrepreneurs  are  going  to  capitalize  on 
price  discrepancies  like  this  one. 

Travel:  I  recently  visited  a  private  company 
that  connects  users  with  on-line  reservation 
systems  like  American  Airlines'  Sabre,  but 
imposes  a  set  of  company- mandated  rules 
designed  to  capture  low  fares.  A  large  com- 
puter company  used  an  early  version  and 
saved  $12  million  in  the  first  year. 

Technology,  wisely  purchased,  can  raise 
productivity  immensely  I'm  sure  econometri- 
cians  will  figure  this  out  as  soon  as  they  get 
the  right  software.  H 
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Marisol  Ferrer.  Your  R&D  superstar.  Truly  innovative.  Took  concept 
to  prototype  overnight.  Customers  wanted  it  months  ago. 


"I  can' 


Your  brightest  and 
best  can't  perform  well  working 
alone  in  a  vacuum.  On  the  other  hand,  a  multi- 
functional team  approach  to  product  development 
may  not  be  enough  to  get  the  goods  out  to  your 
customers  -  when  they  need  them. 

So  how  do  you  breathe  new  life  into  new  prod- 
uct development?  With  Arthur  Andersen. 

No  other  business  advisors  have  greater  experi- 
ence or  savvy  with  the  industry' s  trailblazing  tool:  the 
Global  Best  PracticesSM  knowledge  base.  Nothing  else 
comes  close.  Using  it,  Arthur  Andersen  professionals 
will  help  your  people  develop  insights  into  ways  to 
improve  their  processes. 


Arthur  Andersen  can  help  them 
break  out  of  the  old  traps  and  develop 
more  confidence,  greater  creative  freedom,  superstar 
performances  -  and  super  product  introductions. 
Find  out  more.  Call  1-800-640-8914  or  visit  our  Web 
site  at  http://www.arthurandersen.com/gbp. 

Global  Best  Practicessm 

Putting  Insight  Into  Practice™ 


.Arthur 
Andersen 


©1996  Arthur  Andersen,  Andersen  Worldwide  SC.  All  rights  reserved. 


at  to  buy 
in  biotech 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996), 


Biotechnology  stocks,  after  an  uninspiring 
first  half,  have  turned  higher.  If  you  want  to 
participate,  take  these  three  pieces  of  advice: 

■  Own  the  big  ones  first:  Chiron,  Biogen, 
Genzyme,  Amgen  and  Genentech. 

■  When  you  venture  outside  this  top  tier,  pay 
as  much  attention  to  methods  as  to  products. 
A  small  firm  will  become  a  large  one  if  it  has  a 
unique  drug  manufacturing  or  drug  delivery 
system. 

■  Look  for  a  balance  sheet  with  plenty  of  cash 
on  it,  especially  if  the  company  doesn't  yet 
have  significant  product  sales. 

These  rules  well  describe  the  stocks  I  buy 
for  clients.  They  own  all  five  of  the  blue  chips. 
I  think  that  two  of  them — Chiron  at  a  recent 
19  and  Genzyme  at  a  recent  26 — are  the 
better  buys  now.  Among  the  more  speculative 
stocks,  I  am  buying  Alkermes,  a  firm  in  Cam- 
bridge, Mass.,  which  has  a  trove  of  cash  ($43 
million)  and  is  strong  on  methods.  It  develops 
drug  delivery  systems. 

Alkermes'  original  business  was  researching 
ways  to  push  drugs  across  the  blood-brain 
barrier,  the  invisible  filter  that  impedes  the 
delivery  of  drugs  into  brain  cells  (Forbes, 
Aug.  6,  1990).  Alkermes  has  broadened  since, 
via  a  1993  acquisition,  into  another  delivery 
problem:  getting  protein  drugs  into  the 
bloodstream. 

Biotechnology  drugs  are  often  proteins,  and 
protein  drugs,  just  like  hamburgers,  are  digest- 
ed by  the  stomach.  In  consequence  these  new 
drugs  cannot  be  readily  given  as  pills.  They 
must  be  administered  with  a  needle.  Once  the 
drugs  are  in  the  blood,  they  degrade  rapidly, 
so  injections  must  be  frequent  or  continuous 
(for  example,  via  an  intravenous  line  in  a  hos- 
pital). The  problems  of  being  hooked  to  an  rv 
or  frequently  jabbed  have  made  biotechnology 
drugs  difficult  to  self- administer. 

Alkermes  calls  its  protein  drug  delivery 
technology  Prolease,  for  protein  release.  The 
idea  is  to  package  protein  drugs  into  micro- 
spheres. From  a  single  injection  under  the 
skin  the  drug  is  released  at  a  slow  and  steady 
rate  over  a  long  period. 

Note  that  this  is  a  method,  not  a  product, 
and  it  is  a  method  with  broad  application. 
Alkermes'  most  visible  use  of  this  technology 
is  in  a  collaboration  with  Genentech  to  pack- 
age human  growth  hormone.  Genentech  sold 


$220  million  worth  of  this  drug  in  the  U.S. 
last  year,  in  a  formulation  that  requires  daily 
injection.  Tests  of  the  Prolease  formulation 
suggest  the  injections  could  be  scheduled  as 
infrequently  as  once  a  month. 

Another  collaboration  involves  a  Prolease 
formulation  for  Schering-Plough's  alpha  inter- 
feron, which  is  prescribed  for  hepatitis  types  B 
and  C.  This  drug,  which  requires  frequent 
injection,  will  probably  produce  $500  million 
for  Schering  in  1996. 

These  sustained-release,  microencapsulated 
drugs  are  unlikely  to  produce  royalty  revenues 
for  Alkermes  until  the  turn  of  the  century,  but 
its  drug  company  partners  contribute  to 
research  funding,  lifting  most  of  the  risk  of 
new  product  development  from  Alkermes' 
shoulders. 

Alkermes  is  not  laboring  in  isolation.  In  a 
survey  published  by  Connect  Pharma  Ltd.  of 
Oxford,  England,  reporting  on  70  companies 
specializing  in  drug  delivery  systems,  over 
one-third  reported  they  were  interested  in 
doing  precisely  what  Alkermes  is  doing — 
devising  delivery  systems  for  protein  and  pep- 
tide (that  is,  small  protein)  drugs. 

However,  Alkermes'  high-visibility  collabo- 

Problem  with  biotech  drugs: 
Patients  have  to  be  hooked  to 
an  IV  or  frequently  jabbed. 
The  solution  may  come 
from  Alkermes. 


rations  are  an  important  competitive  advan- 
tage. The  firm  has  other  intriguing  technolo- 
gies. One  is  Medisorb,  another  microsphere 
delivery  system.  This  technology  is  best  for 
traditional,  small-molecule  drugs.  Alkermes  is 
working  with  the  Janssen  Pharmaceutical  divi- 
sion of  Johnson  &  Johnson  to  formulate  an 
undisclosed  drug  for  timed  release.  The  drug 
is  probably  Risperdal,  an  antischizophrenic. 

Then  there  is  rfp-7,  a  drug  that  opens  up 
the  blood-brain  barrier  so  that  other  drugs 
can  get  to  work.  If  the  fda  approves,  Alker- 
mes could  have  it  on  the  market  in  late  1997 
as  a  delivery  system  for  carboplatin,  a  drug 
aimed  at  certain  brain  tumors. 

I  consider  Alkermes  a  buy  at  15  or 
lower.  H 
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will  be  there... 
WILL  YOU? 
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theinnerweb: 

UNLOCKING  CORPORATE  CAPABILITIES  T  H  R  0  U  G  H   I  N  T  R  A  N  ETS 


AN  EXCLUSIVE 
GATHERING 
OF  ClOs 

December  2-4,  1996 
The  Bell  Harbor  International 
Conference  Center  and 
The  Four  Seasons 
Olympic  Hotel 
Seattle,  Washington 


THE  FORBES  TECHNOLOGY 
SYMPOSIUM  IS  PRESENTED 
IN  ASSOCIATION  WITH: 


Cap  Gemini 


sterling 
software 


I II  HUM  .11 


Official  Payment  System  Provider 


Cards 


ISSUES  COVERED  INCLUDE: 

•  How  intranets  can  revolutionize  strategy 

•  Do  intranet  technologies  make  groupware  applications  obsolete? 

•  Compatibility:  Integrating  new  systems  into  the  installed 
base 

•  Electronic  commerce  for  the  masses:  hope  or  hype? 

•  Remote  Access:  Information  on  Demand 

•  Strategies  for  circumventing  the  bandwidth  problem 

•  Securing  the  server  and  safeguarding  end-to-end  communication 

•  Is  your  outsourcing  strategy  out  of  date?  What  the  smart 
companies  are  doing 

•  The  Coming  Web  Shakeout  — placing  the  right  bet  for  your 
company 

PLUS... 

•  Lost  in  cyberspace  — the  government's  role  in  the  develop- 
ment of  an  on-line  economy 

•  The  consequences  of  a  global  society  split  between  the 
information  haves  and  have-nots 

•  The  year  2000  problem  — pay  now,  or  pay  later 


ATTENDANCE  IS  BY  INVITATION  ONLY. 

FOR  REGISTRATION  INFORMATION: 

CALL:  212-206-5521 

e-mail:  techsymp@forbes.com 

FAX:  212-206-5158 


Limited  sponsorship  opportunities  are  available.  For 
Sponsorship  information  call  William  H.  DeGraff. 
Director  of  Partnership  Development  at  212-206-5151. 


past  70,  think  twice  before 
I  to  optional  surgery.  At  that  age 
3  kind  of  double  jeopardy. 

First,  do  no 
harm 


By  Philip  E.  Ross 

Primum  non  nocere.  This 
ancient  medical  motto  needs 
repeating  in  an  age  where  the 
urge  to  do  something,  any- 
thing, often  overpowers  pru- 
dence. Sometimes  doing 
nothing  is  the  best  a  doctor 
can  do. 

True,  medicine  increasingly 
offers  studies  that  weigh  the 
benefits  of  drugs  and  surgery 
against  hidden  risks.  Surgeons 
read  us  our  chances  of  survival 
from  statistical  tables,  such  as 
the  one  on  this  page.  What 
they  often  omit  to  say,  howev- 
er, is  that  surgery  can  derange 
the  mind.  Life  should  be  mea- 
sured by  more  than  duration. 

A  73-year-old  Toronto 
woman  recently  broke  her  hip 
and,  rather  than  resort  to  a 
cane,  consented  to  the 
implantation  of  an  artificial 
hip.  The  operation  was  a  suc- 
cess, she  healed  well  and  then  BM 
she  suddenly  stopped  speak- 
ing or  showing  any  interest  in  her 
surroundings.  Weeks  later  she  recov- 
ered her  mental  equilibrium,  but  it 
wasn't  quite  the  equilibrium  she'd 
had  before. 

A  Boston  man,  79  years  old,  whose 
family  had  noticed  only  the  begin- 
nings of  senility,  underwent  a  total 
hip  replacement.  He  descended  into 
full-blown  dementia  afterward. 
Months  later  he  was  better — living  at 
home — but  still  not  well  enough  to 
live  on  his  own.  He  may  spend  his 
last  days  in  a  nursing  home. 

Howard  Spiro,  a  gastroenterologist 
who  heads  the  program  for  humani- 
ties in  medicine  at  Yale  Medical 
School,  has  witnessed  this  phenome- 


4 


Surgical  risk 


Coronary  bypass  40* 

Coronary  angioplasty  23 

Hernia  repair  17 

Spinal  fusion  14 

Hip  replacement  13 
Prostate  removal  9 
Hysterectomy  7 
Disc  removal  5 
Knee  replacement  4 
'Deaths  within  30  days  per  1,000  operations 
for  Medicare  beneficiaries  over  65. 
Source:  Medicare. 

Do  you  really  need  a  new  knee? 


non  firsthand,  although  he  concedes 
that  it  is  hard  to  quantify  or  even  to 
prove.  "I'm  72,  and  I  see  that  some 
of  my  friends  who've  had  surgery 
aren't  what  they  used  to  be,"  he  says. 
"The  [surgeons]  will  say,  'The  patient 
looks  good  to  me,'  but  then  they 
don't  see  what  goes  on  in  the  home." 

What's  the  matter?  Some  doctors 
put  much  of  the  blame  on  anesthesia 
and  postsurgical  painkillers.  Another 
theory  holds  that  clots,  which  are 
released  into  the  bloodstream  during 
surgery  and  the  convalescence  that 
follows,  block  blood  vessels  in  the 
brain,  causing  tiny  strokes.  Old 
people  are  particularly  vulnerable 
because  their  arteries  are  often  partly 


blocked  and  they  may  already  have 
had  a  number  of  ministrokes. 

Some  surgeons,  such  as  Andrew 
Warshaw,  chief  of  general  surgery  at 
Massachusetts  General  Hospital, 
argue  that  some  candidates  for 
surgery  are  very  sick  and  that  sickness 
predisposes  them  to  mental  prob- 
lems. "I'll  expose  my  bias,"  he  says. 
"Telling  a  candidate  for  prostate 
surgery,  'would  you  rather  get  up 
three  times  at  night  or  risk  losing 
your  brainpower' — man,  that's  really 
loading  the  argument.  Until  we  have 
more  reliable  data,  I  would  be  very 
wary  of  frightening  people." 

But  most  geriatricians  agree 
with  Spiro  in  putting  the 
blame  on  the  surgery  and 
anesthesia.  "There  are  patients 
with  absolutely  no  [mental] 
impairment,  and  after  their 
bypass  they  have  it,"  says 
Robert  Butler,  director  of  the 
International  Longevity  Cen- 
ter at  New  York's  Mount  Sinai 
3       Medical  School. 

"I  would  not  recommend 
casually  to  patients  over  70 
that  they  go  for  surgery," 
Butler  says.  "There  might  be 
occasions  when  the  discom- 
fort from  a  hip  problem  might 
be  only  minimal,  and  you 
don't  need  a  replacement. 
That's  also  true  of  lower- back 
pain.  It's  horrible  the  way 
some  orthopedists  rush  in  to 
treat  with  surgery." 

Why  don't  more  doctors 
warn  their  older  patients  of 
the  risk?  In  good  part  because 
they  simply  aren't  aware  of  the 
extent  of  the  problem.  In  an  article  in 
Science  &  Medicine,  Yale's  Spiro 
wrote:  "If  we  think  about  such  mat- 
ters, we  may  be  reassured  by  studies 
showing  impairment  to  be  only  tem- 
porary, as  judged  by  psychological 
tests.  [However,]  no  one  studies 
amusement,  empathy,  association, 
recall  of  minor  events,  poetic  ability 
or  the  quirks  and  delights  that 
account  for  personality." 

Spito  continues:  "Questionnaires 
and  answers  from  the  patients  them- 
selves will  cast  little  light,  for  how  do 
you  know  when  part  of  yourself  is  no 
longer  with  you?" 

His  advice:  If  in  doubt  about  elec- 
tive surgery,  don't  get  it.  ■ 
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Looking  for  an  investment 
opportunity  with  some  teeth  in  it? 


Try  one  that  lets  you  invest  in  the  future  of  our  children. 


That's  what  a  Camp  Invention  sponsorship  does.  Camp  Invention 
is  a  one  week  summer  day  camp  for  children  who  have  completed  first 
through  fifth  grade.  This  nationwide  educational  outreach  program 
developed  by  Inventure  Place,  National  Inventors  Hall  of  Fame  is  brought 
to  communities  with  the  support  of  local  schools.  Inventure  Place  is  a  not- 
for-profit  center  for  creativity  which  opened  in  July  of  1995. 

As  a  Camp  Invention  sponsor,  you'll  gain  positive  exposure  for  your 
company  on  a  citywide,  statewide  or  national  basis,  all  at  investment 
levels  that  are  extremely  reasonable.  More  importantly,  you'll  be  helping 
kids  all  across  the  country  -  perhaps  even  your  employees'  children  if 
you  sponsor  a  camp  in  your  city  where  your  corporate  headquarters  is 
located  or  in  one  of  your  plant  communities.  Campers  will  learn  how  to 
solve  problems,  think  creatively  and  work  within  the  spirit  of  teamwork. 
They  acquire  skills  that  will,  one  day,  make  a  valuable  contribution  to 
business,  to  the  community  and  to  society. 

Tested  and  proven  since  1990.  Camp  Invention  has  been  at  the 


forefront  of  reform  efforts  in  education  for  six  years.  Through  hands-on 
activity  modules,  Camp  Invention  builds  on  a  child's  innate  curiosity  and 
intuition  about  the  way  things  work,  encouraging  them  to  explore,  create 
and  discover.  In  the  end,  they've  learned  more  than  just  scientific  principles 
and  math  skills.  They've  grasped  some  very  real  concepts  and  learned  how 
to  put  them  to  use. 

Endorsed  by  people  who  know.  The  innovative  approach  used  by 
Camp  Invention  has  won  the  endorsement  of  the  inductees  of  the  National 
Inventors  Hall  of  Fame  and  educators  nationwide.  It's  also  garnered 
overwhelming  support  among  past  camp  directors  and  parents,  95%  of 
whom  say  they'd  send  their  children  to  Camp  Invention  again.  And  the 
real  experts?  The  kids  who  say  they  can't  wait  to  come  back. 

Call  1-800-968-IDEA  and  ask  for  Amy  Dwyer  or  E-Mail  Stephen  Brand 
at:  StephBrand  @  aol.com.  We'll  be  glad  to  answer  any  questions  you  may 
have  and  send  you  a  Camp  Invention  proposal.  Call  today,  and  discover 
how  even  a  modest  investment  can  offer  you  a  very  healthy  return. 


do 


camp  iv^vi&s^ 

a  program  of  inventure  place  •  national  inventors  hall  of  fame 


Camp  Invention. 

Where  Imaginations  Run  Wild. 

Inventure  Place,  National  Inventors  Hall  of  Fame 

221  South  Broadway  Street 'Akron,  OH  44308-1 505 

http://  www.invent.org/ 

1-800-968-IDEA '(330)  762-6565 

For  more  information  see:  Celebrating  Innovation 
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mpared 
©what? 


Don't  just  compare  your  fund  to  the  market,  says 
Roger  Ibbotson;  rank  it  against  funds  with  the  same 
style.  He's  got  an  intriguing  way  of  doing  that. 


By  Thomas  Easton 


Flip  on  a  professional  tennis  tour- 
nament and  the  same  faces  appear 
again  and  again.  The  finalists  today 
are  very  likely  to  have  been  finalists  in 
last  year's  tournament. 

Too  bad  winning  streaks  aren't  a 
feature  of  money  management  as 
they  are  in  tennis.  The  unfortunate 
truth  is  that  a  list  of  last  year's  win- 
ning funds  isn't  going  to  tell  you 
much  about  who's  going  to  be  a 
winner  this  year. 

What  to  do?  Forbes  has  always 


rated  funds  separately  for  bull-market 
and  bear-market  performance.  There 
is  some  consistency  here:  An  aggres- 
sive fund  that  buys  high-multiple 
growth  stocks  will  tend  to  do  well  in 
bull  markets  and  badly  in  bear  ones; 
conservative,  value-oriented  funds 
will  have  the  reverse  pattern.  We 
don't  presume  to  be  able  to  forecast 
the  market,  but  we  can  tell  you  some- 
thing about  the  character  of  the  fund 
you  are  about  to  buy. 

What  our  system  tells  you  is  that  if 


you  are  not  prepared  to  accept  sharp 
losses  in  a  bear  market,  then  you 
shouldn't  own  a  fund  with  an  A+/F 
rating,  like  Twentieth  Century 
Giftrust.  But  the  rating  doesn't  tell 
you  whether  Giftrust  will  lead  the 
pack  next  year. 

Weighing  in  with  a  fresh  take  on 
this  knotty  problem  is  Roger  Ibbot- 
son, a  Yale  School  of  Management 
professor  with  a  business  selling  data 
to  money  managers.  Ibbotson  has 
studied  20  years  of  mutual  fund 
returns  and,  building  upon  the  work 
of  Nobel  laureate  William  Sharpe,  has 
come  up  with  a  way  of  rating  funds 
that,  he  says,  has  some  value  in  pre- 
dicting winners.  It  will  be  years 
before  we  know  whether  the  Ibbot- 
son system  makes  money  for 
investors,  but  it  is  definitely  worth 
keeping  an  eye  on. 

Ibbotson  began  by  analyzing  year- 
by-year  rankings  of  funds  over  the 
period  1976  through  1995.  His  con- 
clusion, not  at  all  surprising,  is  that 
there  is  next  to  no  consistency  of  raw 
returns  from  one  year  to  the  next. 
Only  52%  of  the  time  did  a  fund  that 
landed  in  the  top  half  one  year  repeat 
its  performance  the  next.  Using 
longer  periods  (two  or  three  years) 
didn't  improve  the  picture. 

Why  should  this  be  so?  Because  so 
much  of  a  fund's  return  is  deter- 
mined not  just  by  the  manager's 
stock-picking  skills,  but  by  his  style. 
In  one  period  big-company  stocks  are 
winners,  in  other  years  tiny  zoomers 
make  a  splash  and  in  still  others  inter- 
national firms  shine.  A  fund  invested 
in  the  hot  area  almost  inevitably  does 
well  and  when  that  area  cools,  so 
goes  performance. 

Ibbotson  proceeds  to  make  this 
concept  more  precise.  He  defines 
nine  styles,  then  classifies  each  fund 
portfolio  by  the  percentage  allocation 
to  each  of  these  styles.  He  says  you 
can  explain  about  90%  of  the  varia- 
tion in  returns  this  way. 

So  the  professor  went  back  to  his 
database  and  ranked  the  funds,  not 
on  their  raw  performance,  but  on 
how  well  they  beat  their  peers.  A 
fund  evenly  divided  between  large- 
company  growth  stocks  and  interna- 
tional stocks,  for  example,  would  be 
compared  with  a  hypothetical  index 
consisting  of  a  50-50  blend  of  a 
large-company  growth  fund  average 
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and  an  international  fund  average. 

Now  some  consistency  shines 
through:  55%  of  the  funds  that  beat 
their  style  benchmark  one  year  beat  it 
the  next.  Over  three  years  the  pattern 
is  a  little  more  pronounced. 

Were  performance  random,  the  top 
quartile  and  the  bottom  quartile 
funds  should  each  have  a  25%  shot  at 
landing  in  the  same  quartile  for  the 
next  three-year  period.  In  fact  one 
period's  top  funds  had  a  39%  chance 
of  being  in  the  next  period's  top 
quartile;  the  worst  funds  had  a  36% 
chance  of  being  die  worst  in  the  sub- 
sequent period,  too. 

Ibbotson  thinks  he  has  found  a 
way  to  separate  out  stock-picking  skill 
from  sheer  coincidence.  "So  much  of 
the  return  of  the  fund  is  related  to  its 
style  that  the  manager's  skill  is  often 
hidden,"  says  Ibbotson.  "Find  a  fund 
that  has  done  better  [than  its  bench- 
mark] over  the  past  one  or  two  or 
three  years,  and  you  are  likely  to  do 
better  in  the  future." 

In  the  table  we  list  24  funds  whose 
performance  looks  particularly  good 
using  the  Ibbotson  methodology. 
Note  that  the  majority  of  them  are 
small-company  growth  funds.  During 
the  last  three  years,  a  bull  market  for 
new  technology  companies  and  other 
speculative  plays,  the  most  aggresssive 
of  the  small-company  growth  funds 
did  the  best. 

It  remains  to  be  seen  if  this  kind  of 
style  beater  remains  a  style  beater  in  a 
bear  market.  That's  one  insight  that 
is,  unfortunately,  hard  to  glean  from 
the  fairly  short  analysis  periods  that 
Ibbotson  favors. 

How  does  Ibbotson  want  investors 
to  use  his  style  rankings?  Once  you 
have  decided  to  put  some  money  in  a 
small-company  value  fund,  say,  you 
should  favor  a  fund  that  does  better 
than  other  small-company  value 
funds.  Don't  worry  if  the  style  itself 
hasn't  been  this  year's  big  winner.  As 
the  study  suggests,  and  as  most 
investors  know,  the  nature  of  the 
stock  market  varies  from  year  to  year. 
Some  trends  play  out  fast;  others 
endure  for  years.  Just  make  sure, 
Ibbotson  says,  that  your  fund  is 
doing  better  than  others  with  a  simi- 
lar style. 

Forbes  doesn't  publish  style  break- 
downs, but  we  do  rank  Best  Buys  in 
several  fund  categories,  an  exercise 


Ibbotson  s  rating  formula  likes  these  funds 


Fund 

— 3-year  annualized  return* — 

Investment  stylet 

excess 

excess 

absolute 

versus 

versus 

returns 

style 

sap  son 

ootr  juu 

AIM  Aggressive  Growth 

15.0% 

16.1% 

33.3% 

Stein  Rnp  Canital  Onnnrfiini+ioc 

13.6 

15.2 

32.4 

18%  large  growth 

PBHG  Growth 

13.0 

13.7 

30.9 

Twentieth  Century  Giftrust  Investors 

12.7 

13.1 

30.3 

Putnam  OTC  Emerging  Growth  A 

12.5 

13.3 

30.5 

1  %  larpp  prnwth 

Parkstone  Small  Cap  Institutional 

12.2 

12.4 

29.6 

RSI  Retirement  Tr  Emerg  Growth  Eq 

11.1 

11.4 

28.7 

L.UIU  HUUCLl  UcYclUpiFIg  OlOWin 

10.3 

9.4 

26.7 

19%  large  growth 

Baron  Asset 

9.7 

8.6 

25.8 

18%  larpp  valnp  21%  nthpr 

T  Rowe  Price  New  Horizons 

9.6 

10.3 

27.5 

S%  l^rcp  ornwth 

~J  /O  1  Ql  JiC  gl  U  VV  L 1  1 

USAA  Aggressive  Growth 

9.3 

9.9 

27.2 

12%  large  growth 

Kaufmann 

9.3 

9.0 

26.2 

3%  International  stock 

FPA  Capital 

8.4 

8.7 

25.9 

14%  small  value 

Pathfinder 

■  all  II II IUCI 

8.0 

5.8 

23.1 

Westwood  Equity  Retail 

7.8 

4.5 

21.7 

44%  large  value,  36%  other 

SunAmerica  Small  Company  Growth  A 

7.7 

6.4 

23.6 

5%  small  value,  3%  other 

Alliance  Quasar  A 

7.5 

7.3 

24.5 

6%  small  value,  4%  other 

Seligman  Frontier  A 

7.5 

7.5 

24.7 

1%  international  stock 

John  Hancock  Special  Equities  A 

7.3 

6.9 

24.1 

DFA  US  9-10  Small  Company 

7.0 

5.3 

22.6 

70%  small  value,  1%  other 

T  Rowe  Price  Over-the-Counter  Sees 

6.5 

2.2 

19.4 

41%  small  value,  16%  other 

Smith  Barney  Special  Equities  B 

6.3 

5.9 

23.2 

1%  international  stock 

Oberweis  Emerging  Growth 

6.2 

5.7 

22.9 

Mentor  Growth  B 

6.2 

4.1 

21.3 

22%  small  value,  8%  other 

*Through  June  30.  tSmall  growth  unless  otherwise  noted. 
Sources:  Ibbotson  Associates;  Upper  Analytical  Services,  Inc. 


Most  of  these  style  beaters  focus  on 
small  companies.  A  bull  market  helped. 


that  compares  funds  against  peers. 
(We  also  put  a  lot  of  emphasis  on 
fund  costs,  a  factor  that  Ibbotson 
didn't  study  in  his  20-year  fund 
review. ) 

Where  do  you  get  a  style  analysis? 
Ibbotson  Associates,  in  Chicago,  sells 
a  fund  analyzer  program  covering 
almost  2,000  mutual  funds  ($595  a 
year  with  semiannual  updates)  as  well 
as  a  more  sophisticated  program  cov- 
ering 7,000  funds  ($7,000  with  quar- 
terly updates).  Berkeley,  Calif.-based 
Barra  Inc.  sells  a  more  expansive  pro- 
gram for  $8,000  a  year  with  monthly 
updates. 

If  Ibbotson's  hypothesis  holds  up, 
you  ought  to  be  able  to  do  well  by 
owning  a  wide  assortment  of  style 
beaters — one  fund  that  does  well 
with  blue  chips,  another  with  foreign 
stocks,  and  so  on. 

But  beware  that  theories  don't 
always  lead  to  real-world  investment 


success.  Ibbotson  is  best  known  for 
his  contribution  to  the  academic 
theory  that  small-company  stocks 
beat  big-company  stocks  over  time. 
One  outfit,  Dimensional  Fund  Advi- 
sors, turned  this  theory  into  an 
investment  product:  a  fund  that  buys 
almost  all  the  smallest  companies 
trading  on  the  New  York  Stock 
Exchange.  Since  its  1981  inception, 
this  fund  has  lagged  the  Dow  Jones 
Industrial  Average,  the  s&P  500  and 
the  Wilshire  5000. 

Our  advice:  Consider  style  rankings 
as  just  one  more  of  the  many  tools 
that  are  useful  in  selecting  funds.  Sec- 
ondly, be  aware  that  funds  some- 
times, without  much  notice,  sudden- 
ly switch  styles  in  midmarket.  Finally, 
be  mindful  of  the  fact  that  any  fund- 
picking  system  developed  during  a 
long  bull  market  (which  is  what  we 
have  had,  by  and  large,  for  the  past 
20  years)  may  not  work  for  the  next 
10  or  20  years.  If  we  shift  to  a  period 
of  sideways  or  down  markets,  the 
rules  could  change.  &2 
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t  to  cash  in  on  the  booming  Asian  Tiger  countries? 
Consider  a  fund  with  lots  of  small  companies. 


A  few  years  ago,  if  you  wanted  to 
harness  the  power  of  the  exploding 
Asian  economies,  you  invested  in  big 
companies — real  estate,  utilities  and 
banks.  In  the  early  part  of  this  decade 
you  could  find  blue  chips  in  these 
sectors  with  earnings  growing  at  20% 
annually.  It's  not  so  easy  now.  The 
earnings  of  the  33  large  companies 
composing  Hong  Kong's  Hang  Seng 
index,  for  example,  are  projected  to 
be  up  13%  next  year.  Good  growth 
but  not  enough  to  entice  you  away 
from  the  U.S.  market,  where  earnings 
should  be  up  14%. 

It's  time  to  branch  out  into  small- 
er Asian  companies,  says  Mark 
Headley,  37,  managing  director  of 
San  Francisco-based  Matthews  Inter- 
national. Not  only  have  they  outper- 
formed the  larger  companies  for  18 
months  or  so,  they're  cheap.  It's  easy 
to  find  outfits  trading  at  just  1 5  times 
earnings  yet  compounding  those 
earnings  at  25%  or  more  a  year. 

Thirty -five  funds  specialize  in  the  nine 
Asian  Tiger  countries  of  China,  Malaysia, 
Singapore,  Hong  Kong,  Taiwan,  the 
Philippines,  Thailand,  Indonesia  and 
Soudi  Korea,  according  to  Morningstar, 
Inc.  Six  (see  table)  specialize  in  small  and 
medium-size  companies. 

These  funds  are  new;  not  one  has  a 
five-year  record.  Off  to  a  promising 
start,  however,  is  the  two-year-old 
Matthews  Pacific  Tiger  fund.  The 
fund  has  60%  of  assets  in  companies 
with  a  market  value  of  less  than  $1 
billion.  The  fund  recently  lost  its  vet- 
eran comanager,  Carol  Chuang,  but 
Paul  Matthews,  who  remains,  is  as 
experienced  as  they  come.  Matthews 
has  been  running  money  since  1982, 


about  as  long  as  Templeton's  famed 
Mark  Mobius. 

Matthews,  40,  who  lived  in  Hong 
Kong  from  1982  to  1988,  avoids 
buying  stocks  traded  on  the  wild  Chi- 
nese exchanges,  instead  playing  China 
through  what  are  called  Asia's  red 
chips — Chinese  companies  trading  in 
Hong  Kong  or  Hong  Kong-based 
companies  doing  lots  of  business  in 
China.  Half  the  fund's  S20  million  is 
parked  there. 

Among  the  red  chips  are  tour 
operator  China  Travel  (market  capi- 
talization, $700  million),  eyeglass 
maker  Moulin  International  ($210 
million)  and  instant-noodle  maker 
Tingyi  ($900  million).  Matthews 
expects  earnings  at  these  companies 
will  be  up  between  20%  and  50%  next 
year;  they  all  trade  at  no  more  than 
13  times  expected  1997  earnings. 

The  infant  Colonial  Newport  Tiger 
Cub  fund  is  run  by  Robert  Cameron, 
42.  Cameron  was  formerly  the  broker 
of  Asian  fund  manager  John  Mussey 


(Forbes,  Dec.  21,  1992).  Mussey,  55, 
hired  him  on  at  his  San  Francisco- 
based  firm  in  April.  Like  Matthews, 
Cameron  keeps  a  stake  in  blue  chips 
(now  22%)  to  offset  the  risk  of  his 
smaller  fry.  His  main  interest  is  in 
companies  like  Sinocan  Holdings,  a 
tin-can  maker  listed  in  Hong  Kong; 
Vitasoy,  a  Hong  Kong- based  maker 
of  soy  drinks;  and  what  he  calls  "the 
Tupperware  of  Thailand,"  Srithai 
Superware. 

Unlike  Matthews  and  Cameron, 
Nigel  Webber,  portfolio  manager  of 
the  15 -month-old  Lexington  Crosby 
Small  Cap  Asia  Growth  Fund, 
invests  as  much  as  100%  of  his 
assets — he's  now  at  80% — in  smallish 
companies.  Risky?  Matthews  and 
Cameron  think  so,  but  Webber,  43, 
who  has  been  investing  money  in 
Asia  for  eight  years,  says  that  over 
the  past  five  years  his  accounts 
invested  in  small  caps  were  half  as 
volatile  as  investments  in  large  caps. 
"These  stocks  aren't  the  prime  target 
of  hot  money,"  he  explains.  "When 
people  all  of  a  sudden  wake  up  and 
discover  they  want  to  get  into  Asia, 
they  buy  stocks  on  the  Hang  Seng 
index."  Webber  instead  heads  for 
Steady  Safe,  an  Indonesian  taxi,  bus 
and  ferry  operator;  Want  Want 
Holdings,  a  rice-cracker  maker  listed 
in  Singapore;  and  Glorious  Sun 
Enterprises,  a  jeansmaker  listed  in 
Hong  Kong.  Lexington's  fund  is 
sold  without  a  load;  expenses  run  a 
fairly  reasonable  1.8%. 

China's  takeover  of  Hong  Kong 
next  June  is  sure  to  jar  these  funds 
around.  Says  Cameron,  "Don't  buy 
these  funds  unless  you  have  at  least  a 
five-year  horizon.  Ten  is  better."  ■■ 


Where  blue  chips  are  passe 


Fund 

Median 

Assets 

Sales 

Annual 

market  cap 

($mil) 

charge 

expenses 

($mil) 

per  $100 

Asia  House  ASEAN  Growth 

$267 

$1 

none 

$2.35 

Asia  House  Far  East  Growth 

467 

.  2 

none 

2.35 

Colonial  Newport  Tiger  Cub 

362 

9 

5.75% 

2.00 

DFA  Pacific  Rim  Small  Co. 

301 

190 

none 

0.83 

Lexington  Crosby  Small  Cap  Asia  Growth 

771 

17 

none 

1.75 

Matthews  Pacific  Tiger 

1274 

20 

none 

2.17 

Sources:  Morningstar,  Inc.;  funds. 

These  Asian  funds  like  to  own  faster-growing,  smaller  companies. 
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A  great  performer  sets  goal 
then  beats  them. 


s, 


To  achieve  success  requires  discipline  as  well  as  skill.  That's  why 
all  our  investment  solutions  are  tailored  specifically  to  each  of 
our  client's  needs,  and  a  performance  goal  determined  for  each 
portfolio.  These  goals  are  established  after  careful  analysis  of 


market  behaviour  and  in  consultation  with  our  clients  and  their 
advisers.  Then  it's  up  to  the  know-how  of  our  local  investment 
teams.  Taking  full  advantage  of  regional  and  international 
trends,  their  objective  is  to  meet  those  goals.  And  beat  them. 


HSBC  Asset  Management 


Member  HSBC  Group 


World    Class  Performers 
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e  us  your 
wallflowers 

Sound  Shore  Fund  buys  busted  growth  stocks  that 
nobody  else  wants,  like  Beverly  Enterprises. 


By  James  M.  Clash 

Tiny  Sound  Shore  Fund  just 
bought  $2.5  million  worth  of  Bever- 
ly Enterprises,  the  once  fast-growing, 
now  ailing  nursing  home  chain  head- 
quartered in  Fort  Smith,  Ark.  The 
question  is,  why?  The  stock  has 
dropped  28%  over  the  last  12 
months,  to  a  recent  10M.  Earnings  in 
1995  were  off  20%,  and  tort  lawyers 
filed  a  publicized  class  action  against 
Beverly  in  Florida,  alleging  poor  care. 
The  handful  of  brokers  who  still 
cover  the  stock,  including  Morgan 
Stanley  and  Bear,  Stearns, 
mostly  have  neutral-to-bear- 
ish recommendations. 

"That's  exactly  what  we 
want,"  grins  Harry  Burn  III, 
52,  comanager  of  the  $85 
million  fund.  "The  uglier  the 
stock,  the  better." 

Burn  and  comanager  T. 
Gibbs  Kane  Jr.,  49,  have  built 
up  an  impressive  perfor- 
mance at  Sound  Shore 
buying  ugly  stocks  like  T.J. 
Maxx,  Compuware  and  amr 
Corp.  Over  the  past  five  years 
Sound  Shore  has  outper- 
formed its  growth  fund  peers 
by  2.5  percentage  points  with 
a  17.4%  annual  return,  and 
did  this  with  just  three-quar- 
ters the  risk. 

Sound  who?  Primarily  institution- 
al, Greenwich,  Conn. -based  Sound 
Shore  Management  has  been  invest- 
ing pension  money  for  blue-chip 
companies  like  Disney  and  Xerox  for 
almost  two  decades.  The  mutual  fund 
is  just  a  sideline  to  the  $1.2  billion 
institutional  business,  but  it  gets  the 
same  stocks. 

Burn  and  his  partners  look  for 


beaten-up,  medium-size  growth 
stocks  with  solid  turnaround 
prospects  or  good  liquidating  values. 
The  fund  holds  no  more  than  40 
positions  at  a  time.  Its  stocks  average 
a  price  of  12.5  times  projected  1997 
earnings,  versus  16  times  for  the 
Standard  &  Poor's  500. 

To  be  considered  by  Sound  Shore, 
a  stock  must  have  low  ratios  of  price 
to  earnings,  book  value  and  cash  flow 
(net  income  plus  depreciation) — low, 
that  is,  in  relation  to  historical  aver- 


ages. Beverly  Enterprises'  ratios,  for 
example,  are  12,  1  and  5,  respective- 
ly, versus  historical  norms  of  17,  1.7 
and  8. 

Once  a  stock  qualifies  here,  Burn 
takes  a  closer  look  at  the  company. 
Why  is  the  p/e  so  low?  Is  there  trou- 
ble with  the  core  business,  or  is  it 
peripheral?  Are  the  problems  real  or 
perceptual?  "We're  antimomentum," 
Burn  says,  "but  our  style  is  not  to 


chase  ambulances.  [We  want]  well- 
run  institutions  with  perception 
problems." 

Now  let's  look  at  Beverly's  break- 
up value.  Nursing  homes  are  its  pri- 
mary line  of  business.  With  73,000 
beds,  it  is  the  nation's  largest  chain. 
Using  $28,000  per  bed,  a  conserva- 
tive number  Burn  got  by  discounting 
by  20%  the  industry  standard  sale 
price  of  $35,000  per  bed,  Burn  fig- 
ures the  homes  are  worth  $2  billion. 
He  subtracts  debt  of  $1.1  billion, 
divides  by  100  million  shares,  and 
gets  a  value  of  $9  a  share  for  this 
business. 

Beverly  owns  another  business, 
Pharmacy  Corp.  of  America,  which 
provides  drugs  and  related  services  to 
nursing  homes,  prisons  and  hospices. 
Pharmacy  Corp.'s  purchase  of  Synd- 
ic has  depressed  Beverly's  earnings 
and  stock  price.  Nevertheless,  Bever- 
ly could  always  sell  the  business  if  it 
had  to.  Vitalink  is  buying  a  similar 
business,  TeamCare,  for  1.5  times 
revenues.  Optimistically  using  this 
multiple  on  Pharmacy's  $550  million 
estimated  1997  revenues,  Burn  fig- 
ures Pharmacy  is  worth  another  $8 
per  Beverly  share. 

Quick  and  dirty  calcula- 
tion: Beverly  is  worth  $17 
a  share.  Burn  has  not 
allowed  for  capital  gain 
taxes  that  would  be  due  if 
Pharmacy  were  sold  off. 
But  maybe  it  won't  be 
sold.  It  could  be  spun  off 
tax-free  to  shareholders  or, 
better  still,  turned  into  a 
moneymaker.  In  June  Bev- 
erly hired  Arnold  Ren- 
schler,  veteran  of  well-run 
Manor  Care  and  former 
president  of  NovaCare,  to 
tackle  Pharmacy  Corp. 
Last  year  Pharmacy  had  an 
operating  margin  (earn- 
ings before  depreciation, 
interest  and  taxes,  as  a  fraction  of  rev- 
enues) of  6%;  Renschler  boldly  pre- 
dicts the  figure  will  be  10%  by  the 
end  of  the  year. 

The  defensive  Sound  Shore  Fund 
gets  a  B  rating  from  Forbes  for  down 
markets,  a  C  for  up  markets.  A  no- 
load,  it  runs  up  annual  expenses  of 
1.2%  and  has  a  $10,000  minimum. 
Fund  consolidators  like  Schwab  will 
let  you  in  with  $5,000.  ■■ 


304 


Forbes  ■  October  21,  1996 


POINT 


Special  Edition 

A  timely  message  to  Commerzbank's 
international  clients  and  shareholders 


Commerzbank 
strengthens 
conunitment  to 
Central  and 
Eastern  Europe 


To  meet  the  goals  of  its  clients  and  shareholders, 
Commerzbank  is  focusing  its  activities  on  three 
main  areas  of  business:  international  finance, 
asset  management,  and  domestic  branch  bank- 
ing. This  special  edition  of  Viewpoint  outlines 
our  concerted  drive  to  take  advantage  of  new 
opportunities  in  Central  and  Eastern  Europe. 


sat 


50 


International  presence: 

Almaty,  Amsterdam,  Antwerp, 
Atlanta,  Bangkok,  Barcelona, 
Beijing,  Bombay,  Bratislava, 
Brussels,  Budapest,  Buenos 
Aires,  Cairo,  Caracas.  Chicago, 
Copenhagen,  Dublin,  Geneva, 
Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
Johannesburg,  Kiev,  Labuan, 
London,  Los  Angeles,  Luxem- 
bourg, Madrid,  Manama,  Mexico 
City,  Milan,  Minsk,  Moscow, 
New  York.  Novosibirsk.  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo.  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


COMMERZBANK  IN  BRIEF.  Commerzbank  is  one  of 
Germany's  foremost  universal  banks,  offering  a 
comprehensive  range  of  commercial,  investment, 
and  broker/dealer  services. 

With  about  1,000  branches  in  Germany  as  well 
as  more  than  50  outlets  in  38  other  countries,  the 
bank  facilitates  client  access  to  key  markets  in 
all  the  world's  leading  business  and  financial 
centers. 

Growing  capabilities  in  the  East.  In  line  with 
Germany's  substantially  strengthened  economic 
ties  with  Central  and  Eastern  Europe -which  now 
account  for  one-third  of  the  industrialized  world's 
trade  with  these  countries  and  40%  of  direct  invest- 
ments -  Commerzbank  was  quick  to  recognize  the 


emerging  opportunities  for  expansion  and  growth. 
As  a  result,  the  bank  has  significantly  broadened  its 
market  presence  and  boosted  its  service  poten- 
tial in  recent  years  -  establishing  Commerzbank 
as  a  prominent  foreign  banking  institution  in  the 
region. 

Operations  in  Hungary,  Poland,  and  the 
CZECH  REPUBLIC.  For  example,  Commerzbank 
(Budapest)  Rt.,  a  wholly-owned  subsidiary,  is  one  of 
Hungary's  leading  foreign  banks  and  the  largest 
outlet  of  any  German  bank  in  the  country.  In  War- 
saw, where  we  have  maintained  a  representative 
office  since  1991,  Commerzbank  holds  a  21% 
stake  in  the  profitable  Bank  Rozwoju  Eksportu 
(BRE),  which  is  present  in  12  Polish  cities. 

Commerzbank's  branch  in  Prague  -  with  a  staff 
of  over  100  -  is  the  largest  foreign  bank  in  the 
Czech  Republic.  Moreover,  we  have  recently  taken 
a  25%  stake  in  Wood  &  Company,  Prague,  an 
equity  broker  with  considerable  know-how  through- 
out Central  Europe.  What  is  more,  the  two  com- 
panies have  formed  WoodCommerz,  a  major  joint 
venture  for  bonds  to  support  the  dynamic  devel- 
opment of  the  region's  increasingly  securitized 
financial  markets. 

In  addition  to  these  operations,  Commerzbank 
maintains  a  network  of  representative  offices  in 
Bratislava  and  key  centers  in  the  CIS  republics  - 
Almaty,  Kiev,  Minsk,  Moscow,  Novosibirsk,  and 
St.  Petersburg. 

Rounding  off  Commerzbank's  rapidly  growing 
expertise  in  Central  and  Eastern  Europe  is  our 
Frankfurt-based  team  which  specializes  in  M&A 
and  project  financings  in  the  region. 

Earnings  continue  surge  in  first  half  1996. 

Following  record  results  in  1995,  Commerzbank 
turned  in  another  strong  performance  in  the  first 
six  months  of  1996,  boosting  operating  profits  by 
48%  to  DM  1.32  billion  and  lifting  total  assets  to 
over  DM  424  billion.  Committed  to  providing  the 
highest  standards  of  client  service  around  the 
world  and  to  rewarding  the  confidence  of  our 
200,000  shareholders,  we  invite  you  to  make 
Commerzbank  one  of  your  productive  assets. 

For  more  information  about  our 
banking  and  financial  services  in  Central 
and  Eastern  Europe  -  or  elsewhere  around 
the  globe  -  please  contact  Commerzbank's 
Corporate  Communications  Department, 
Frankfurt.  Fax  (+49-69)  13  62-98  05  or 
http://www.commerzbank.com 


COMMERZBANK 

German  know-how  in  global  finance 
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SPOTLIGHT 


ere  tech  is  cheap 


The  Israeli  stock  market  trades  at  a  low  multiple. 

It's  an  intriguing  hunting  ground  for  technology  companies. 


By  Shlomo  Z.  Reifman 

U.S.  technology  stocks  are  still 
rather  expensive,  even  after  the  early- 
summer  correction.  The  PSE  Tech 
100  trades  at  32  times  1996  expect- 
ed earnings.  That  compares  with  a 
forward  multiple  of  17  for  the  Stan- 
dard &  Poor's  500. 

But  who  says  your  exposure  to  the 
tech  sector  has  to  come  from  the 
U.S.?  Check  out  Israel,  home  to 
such  cutting-edge  companies  as 
Scitex  (in  digital  printing)  and  Tadi- 
ran  (in  telecommunications).  The 
bull  market  in  Tel  Aviv  is  rather 
subdued  by  U.S.  standards.  An  index 
of  25  large  Israeli  companies  trades  at 
only  12  times  expected  1996  earnings. 

Why  aren't  international  investors 
taking  advantage?  Says  Vivian  Lewis, 
publisher  of  the  Global  Investing 
newsletter:  "Investors  have  a  hard 
time  separating  Middle  Eastern  polit- 
ical events  from  economic  and 
market  considerations." 

The  Israeli  economy  is  in  better 
shape  than  you  might  have  thought. 
Yes,  the  country  is  still  rather  social- 
istic (excluding  defense  expenditures, 
the  government  consumes  28%  of 


domestic  product),  but  free  enter- 
prise thrives  and  so  does  a  healthy 
export  trade.  Scitex,  for  example,  col- 
lects almost  all  its  $729  million  in 
revenue  (mostly  from  high-end  scan- 
ners) outside  of  Israel. 


Since  1990  Israel's  exports  have 
grown  54%,  to  $30  billion.  Inflation 
is  down  in  that  period  from  17.6%  a 
year  to  8.1%;  gross  domestic  product 
is  up  an  average  5.8%  a  year. 

At  least  70  firms  based  in  Israel 


trade  in  the  U.S.,  mosriy  on  Nasdaq. 

Aladdin  Knowledge  Systems  is 
one.  This  company  develops  securi- 
ty systems  that  protect  against 
unauthorized  copying  of  software. 
Victor  Halpert,  Salomon  Brothers' 
Israel  research  analyst  in  London, 
expects  Aladdin  to  earn  85  cents  a 
share  this  year,  a  67%  increase  over 
last  year's  51  cents.  Aladdin  is 
priced  at  12  times  Halpert's  1996 
EPS  estimate. 

Halpert  also  likes  Tadiran  Tele- 
communications, which  makes 
telecommunications  gear.  Tadiran's 
lower-priced  pbx  (phone  switching) 
products  appeal  to  small  and  medium- 
size  businesses.  Exports  should  rise  to 
50%  of  Tadiran's  estimated  $486  mil- 
lion in  1996  revenues,  predicts 
Halpert.  At  its  recent  price  of  19!4, 
Tadiran  trades  at  14  times  Halpert's 
1996  forecast. 

The  table  lists  ten  Israeli  technolo- 
gy companies  that  trade  here.  You 
can  also  place  an  order  on  the  Tel 
Aviv  Exchange,  but  figure  on  com- 
mission and  currency  costs  totaling 
2%  or  more.  H 


Technology  oasis 


Company/business 

Exchange 

Recent 

Price/earnings  ratio 

1995 

Market 

price 

12-month 

1996 

sales 

value 

trailing 

estimate 

($mil) 

($mil) 

Aladdin  Knowledge  Systems/computer  security  software 

o-t-c 

10% 

12 

12 

$11 

$70 

ECI  Telecom/telecommunications 

o-t-c 

21'/8 

28 

15 

451 

1,596 

Elbit/electronic  imaging  systems 

o-t-c 

13'/4 

25 

6 

968 

375 

Gilat  Satellite  Networks/telecommunications 

o-t-c 

m% 

31 

15 

42 

55 

LanOptics/computer  network  hardware 

o-t-c 

5'/2 

11 

8 

23 

54 

NetManage/computer  network  software 

o-t-c 

9V2 

7 

17 

125 

504 

Orbotech/optical  inspection  equipment 

o-t-c 

12 

NM 

8- 

129 

150 

Scitex/electromc  imaging  systems 

o-t-c 

I2V2 

5 

16 

729 

535 

•  Tadiran/telecomrm::'iications 

NYSE 

255/8 

18 

9 

1,049 

503 

Tadiran  Telecommunications/telecommunications 

o-t-c 

19 'A 

13 

14 

388 

481 

Price,  sales  and  market  values  are  in  U.S.  dollars.  •  American  Depositary  Receipt.  NM:  Not  meaningful. 

Sources:  Josephthal  Lyon  &  Ross  Inc.;  Salomon  Brothers;  Bloomberg  Financial  Markets;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 


:-e  Israeli  techn  ^panies  trade,  at  reasonable  multiples,  on  U.S.  exchanges. 
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COMPANY      GROWTH  FUND 


-Bill  Berger, 
Shareholder  &  Trustee 


Fortune  500®  companies  don't  start  as  multimillion-dollar 
corporations.  They  begin  small,  but  move  fast  in  a  changing 
market  to  become  great  successes.  Identifying  such  companies 
by  hindsight  is  easy.  Finding  them  ahead  of  time  is  harder — 
and  riskier. 

12-month    Since  Inception  (12/30/93) 
51.0%  28.6% 

Enter  the  no-load  Berger  Small  Company  Growth  Fund. 
The  goal:  capitalize  on  rapidly  changing  industries. 
The  strategy:  invest  in  visionary  companies  who  we  think  are 
positioned  to  take  advantage  of  such  changes.  The  results 
speak  for  themselves.  And  while  these  numbers  don't  guaran- 
tee future  results,  they  do  show  how  well  we've  done  so  far. 

The  Berger  Small  Company  Growth  Fund  is  searching  for  the 
Fortune  500  companies  of  tomorrow  After  all,  just  because 
you  start  small  doesn't  mean  you  have  to  stay  that  way. 

Take  the  first  step  today  with  the  no-load 
Berger  Small  Company  Growth  Fund. 
Call  1-800-333-1001,  Dept.  A372. 

We'll  send  a  prospectus  with  more  information  including  management  fees, 
charges  and  expenses.  Read  it  carefully  before  investing. 


Together  we  can  move  mountains." 


'  Performance  figures  cited  are  historical  and  include  changes  in  share  price  and  reinvestment  ol  dividends  and  capi- 
tal gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Source:  Upper  Analytical  Services,  Inc. 

©1996  Berger  Associates,  Inc.  FOR  A372 


"Every  big  company 
starts  small!' 


Average  Annual  Total 
Return  as  of  6/30/96* 
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this  simple: 

Congress  vowed  to  make  life  easier  for  small 
businesses  that  want  to  set  up  retirement  plans 
for  employees.  It  did  and  it  didn't. 


By  Janet  Novack 


When  Congress  passed  the 
minimum  wage  hike  in  August, 
it  threw  in  some  small-business 
tax  breaks  purporting  to  lessen 
the  pain.  Among  them:  simpli- 
fied retirement  plans  for  firms 
with  100  or  fewer  employees. 

Don't  throw  any  bouquets  to 
Congress  just  yet.  The  "Simple" 
retirement  plans  have  simpler 
tax  rules  than  older  plans,  but 
the  price  you  pay  for  that  sim- 
plicity is  a  stingier  dollar  limit. 
And  deciding  whether  you  are 
better  or  worse  off  with  a  new 
option  is  not  simple  at  all. 

The  new  rules  relate  to 
"defined  contribution,1  retirement 
plans.  In  this  portable  pension,  the 
employer  or  the  employee — or 
both — put  away  pretax  dollars  that 
compound  tax-deferred  until  with- 
drawn during  retirement. 

It's  a  good  way  to  get  people  to 
save,  but  for  more  than  a  decade, 
Congress  has  weighted  down  this  tax 
shelter  with  a  heavy  dose  of  social 
engineering.  For  example,  if  all  your 
employees  are  given  the  option  to 
salt  away  some  of  their  salary  but 
only  the  better-paid  employees  save, 
you  have  a  problem.  Your  voluntary 
pension  plan  is,  in  Congress'  view, 
"discriminatory."  Determining  just 
which  plans  are  discriminatory  has 
consumed,  quite  possibly,  billions  of 
dollars'  worth  of  experts'  time. 

Does  the  1996  pension  reform 
provide  any  relief?  Yes  and  no. 
Here's  what  experts  who  have  parsed 
the  new  law  say: 

■  The  old  law  permitted  small  firms 
(25  employees  or  fewer)  to  set  up  a 


"salary  reduction  simplified  employ- 
ee pension."  This  SEP  is,  in  effect,  an 
oversized  IRA.  The  new  law  replaces 
it  with  something  called  a  "Simple 
IRA."  (Simple  is  an  acronym  for  some 
contrived  phrase.)  Watch  out:  You 
may  be  better  off  with  the  old  salary 
reduction  SEP  than  the  new  Simple 
IRA.  But  there's  a  grandfather  rule. 
If  you  set  up  this  SEP  by  Dec.  31,  you 
can  continue  to  use  it. 

■  The  new  law  creates  another  gim- 
mick it  calls  a  Simple  401(k).  Forget 
it.  "I  can  think  of  no  instance  in 
which  I  would  recommend  a  Simple 
401(k),"  says  pension  law  expert 
Fred  Reish,  of  the  Los  Angeles  office 
of  Reish  &  Luftman. 

■  The  real  break  for  small  business 
isn't  either  of  the  Simple  plans.  It's 
the  changes  the  law  made  in  regular 
401  (k)  plans,  effective  in  1999. 

The  new  Simple  plans  free  small 
firms  from  the  antidiscrimination 
rules.  In  return,  they  require  the 
boss  to  contribute  something  to  his 


workers'  accounts. 

This  sounds  good,  but  the  Simple 
plans  are  a  bad  bargain  because  they 
have  low  contribution  limits. 
Workers  in  a  Simple  plan  can  shelter 
only  up  to  $6,000  of  pay  a  year. 
Worse,  the  employer  can't  match 
more  than  3%  of  a  worker's  pay — or 
offer  any  other  pension  plan. 

By  contrast,  the  SEP  being  elimi- 
nated allows  employees  to  save  up  to 
$9,500  of  their  own  pay.  An  employ- 
er doesn't  have  to  contribute  any- 
thing, but  can  put  up  to  15%  of  pay 
in  an  employee's  account.  However, 
employer  and  employee  contribu- 
tions combined  can't  total  more 
than  15%  of  pay,  or  $22,500, 
whichever  is  lower. 

If  you  want  the  SEP  that  is 
being  eliminated  and  don't  have 
one  yet,  get  cracking.  You  must 
complete  your  paperwork  and 
notify  employees  by  Dec.  31. 
But  workers  don't  have  to  put 
money  in  the  accounts  for  1996. 

Small  businesses  should  also 
pay  attention  to  the  changes  in 
regular  401  (k)s,  says  Paula 
Calimafde,  who  heads  the  Small 
Business  Council  of  America. 
Regular  401(k)s  allow  up  to 
$30,000  per  year  in  employee 
and  employer  contributions 
combined.  That  beats  anything 
you  can  get  out  of  the  new  Simple 
IRA  and  Simple  401(k)  plans. 

The  new  law  lets  firms  avoid  many 
antidiscrimination  rules  if  they  con- 
tribute 3%  of  pay  into  rank-and-file 
workers'  accounts.  Unfortunately, 
this  doesn't  take  effect  until  1999. 

The  tax  advantage  will  vary. 
Robert  Eastwood,  vice  president  of 
Torrance,  Ca. -based  Actuarial 
Consultants,  Inc.,  gives  this  illustra- 
tion of  how  favorable  a  regular 
401(k)  can  be  if  complicated  actuar- 
ial rules  are  used.  Say  two  55-year- 
old  lawyers  pay  themselves  $150,000 
each,  pay  a  35-year-old  associate 
$70,000  and  a  25-year-old  new 
lawyer  $50,000.  In  1999  each  55- 
year-old  lawyer  will  be  able  to  shelter 
$26,675  simply  by  contributing  3% 
(a  total  of  $3,600)  to  his  associates' 
accounts. 

Simple?  Scarcely.  If  you  own  a 
small  business,  you'll  probably  have 
to  call  the  experts  back  in  to  take  a 
look  at  your  pension  benefits.  _ 
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Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


ou  get  a  different  perspective  from  up 
ere,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 

n. 


rh  ere's  a  stretch  along  the  Lower  Roanoke  River  in  North  Carolina 

21,068  magnificent  acres, 


that's  heen  called  one  of  Americas  last  great  places.  It  's  where  I  grew  up,  and  now  I  hrmg  my 


400  plant  varieties, 

kids  here  to  teach  them  what  nature's  all  about.  My  company,  Georgia-Pacific,  owns  this  land 

214  species  of  birds 

d  we  did  something  no  forest  products  company  has  ever  done  before.  We  formed  a  partnership 


an 


an  J  one  partnership  making  sure 

with  The  Nature  Conservancy  to  co-manage  and  protect  this  place.  We  all  want  a  better  world 

it  all  stays  that  way. 

for  our  kids.  It  just  feels  good  to  be  working  for  a  company  that's  doing  something  about  it. 

Mason  Lilley,  Forester 

GeorgiaFfecific  ^ 

The  Forest  Products  Company 


THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


When  the  stock  market  is  hot,  people 
sometimes  forget  that  stocks  paying 
high  dividend  yields  add  some  cushion 
when  the  market  cools  down.  The 
downdraft  this  past  July  is  a  good 
example.  So  if  you're  concerned  about 
the  market's  direction  but  don't  want 
to  shift  into  bonds  or  money  market 
instruments,  you  might  want  to  add 
some  high-yielding  stocks  to  your  port- 
folio. Which  ones?  Invesco  Strategic- 
Energy  fund  manager  Thomas  Samuel - 
son  notes  that  integrated  oil  companies 
(e.g.,  Exxon  and  Mobil)  are  paying  at 
least  a  full  percentage  point  more  in 
yield  than  the  overall  market's  1.9% 
yield.  Samuelson  likes  the  diversified 
operations  of  these  firms  because  it 
insulates  them  from  the  short-term  ups 
and  downs  in  the  price  of  crude  oil. 
Some  other  Samuelson  picks:  British 
Petroleum,  KN  Energy  and  Occidental 
Petroleum. 


Special  focus 


While  new  housing  starts  are  up  15% 
through  August,  the  eight  housing  stocks 
below  are  off  an  average  of  19%  from 
their  52-week  highs.  Yet  analysts  who 
report  to  ibes  expect  an  average  20%  gain 
in  1997  profits  for  these  firms.  On  aver- 
age, these  eight  stocks  sell  for  nine  times 
their  estimated  1997  earnings. 

Under  construction 


The  overall  market 


Recent 

1997 

Company 

price 

est  P/E 

Crossman  Communities 

17 

7 

Hovnanian  Enterprises 

6 

6 

Linda)  Cedar  Homes 

4 

6 

MDC  Holdings 

63/4 

6 

Pulte 

25V2 

9 

Ryland  Group 

143/4 

11 

Southern  Energy  Homes 

15'/4 

13 

Standard  Pacific 

57/8 

13 

4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  9/27/96 

Market  value:  $7,686,3  billion 
P/E:  19.2 

P/E  minus  negative  EPS:  17.5 
Price/book:  2.8 
Yield:  1.9% 


12-month  closeup 

BBarra  index 
3900  _i200-d3y  moving  average 


Performance 

Last  4  weeks 
Since  12/31/95 


Price       Total  return 

4.9%  5.1% 
11.5  12.9 


1200 


'86  '87 


'89    '90    '91    '92    '93    '94    '95  '96 


0NDJ  FMAMJ  JAS 
'95  '96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index1 
S&P/Barra  Value  index 
Dow  Jones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech  1003 
EAFE4 

CRB  futures  index 
Gold6  (Comex  spot) 
Yen6 (per  $US) 
Oil6  (w  Texas  Intermediate) 


1.2% 
1.5 
0.2 
0.6 
0.8 
0.7 
3.5 
5.0 
1.7 
0.3 
-0.7 
0.3 
0.3 


2-week  change 

mm 


■ 
j 


1  year  ago 

5-year  high 

15.7% 

-0.1% 

19.9 

-0.1 

14.9 

-1.2 

22.6 

-0.4 

17.4 

-0.1 

16.9 

0.0 

17.9 

-1.5 

|  9.4 

-2.9 

6.8 

-2.6 

2.0 

-5.8 

-1.1 

-8.5 

11.1 

-10.6 

40.3 

-0.7 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

WavePhore 

11  3/8 

71% 

$-0.67 

TCSI 

12  Va 

-43% 

$0.54 

Iomega 

231/4 

60 

0.46 

MobileMedia 

4  Vz 

-38 

-3.92 

Oak  Technology 

10  Va 

58 

-0.02* 

Apple  South 

133/4 

-37 

0.88 

Cirrus  Logic 

21 

49 

0.26 

Buffets 

97/8 

-34 

0.79 

Transaction  Sys  Architects 

44  7/8 

48 

0.58 

Glenayre  Technologies 

227/s 

-31 

1.09 

The  best  and  worst  performing  industry  factors8 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Electronics 

6.5% 

23.8% 

Precious  metals 

-7.0% 

-0.6% 

Cosmetics 

4.5 

26.6 

Forest  products 

-4.7 

15.0 

Agriculture,  food 

4.3 

9.3 

Oilfield  services 

-4.6 

30.1 

Thrifts 

3.8 

21.5 

Aluminum 

-4.2 

2.2 

Photographic,  optical 

3.1 

14.3 

Beverages 

-3.6 

24.7 

Sources:  IBES  Express;  Bureau  of  Economic  Analysis. 


Note:  Data  for  period  ending  9/27/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  JA  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  slndex  of  21 
commodity  futures.  6Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  '1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  ERIC  S.  HARDY 


The  Consumer  Price  Index  may  continue  to  grow  very 
slowly,  but  hard  assets  may  offer  some  attractive  invest- 
ment opportunities  anyway.  With  the  economic  growth 
that  is  happening  throughout  most  of  the  world,  demand 
for  commodities  is  increasing.  And  investors  need  not 
trade  in  risky  spot  or  futures  contracts  to  benefit;  stocks 
of  companies  that  own  commodity-related  assets  some- 
times do  better  than  the  commodity.  For  example,  many 
gold-mining  companies'  stocks  have  recently  outper- 
formed changes  in  the  price  of  gold  itself. 
*^3eorge  Roche,  manager  of  T.  Rowe  Price  New  Era 
Fund — a  $1.3  billion  portfolio — is  bullish  on  the 


prospects  of  natural  resources  stocks.  Roche's  current 
favorites  include  Georgia-Pacific  (forest  products),  New- 
mont  Mining  (minerals),  Mobil  (oil  and  gas)  and  Hal- 
liburton (energy  services). 

In  food  commodities,  milk  is  in  tight  supply  because, 
due  to  crop  damage,  dairy  farmers  have  been  feeding  their 
herds  lower-quality  feed — thus  lowering  milk  yields. 
Whole  milk's  price  now  averages  $2.67  a  gallon  in  the 
U.S.  Spot  corn  prices  ($3.50  a  bushel)  are  currently  28% 
below  their  level  three  months  ago,  but  Merrill  Lynch 
grains  analyst  Randall  Mittelstaedt  thinks  prices  will  soon 
be  heading  higher  again.  "Those  declines  [in  grain  prices] 
are  unsustainable,"  he  says.  "In  fact,  corn  and  wheat  prices 
are  expected  to  firm." 


Commodity  spotlight 


CRB  cash  and  futures  prices 


December  crude  oil  futures  (dollars  per  barrel) 

$24 
22 
20 


18 


16 


1/96 


5/96 


9/96 


Spot  indexes 

Futures  indexes 

Index5 

Value 

3-mo  change 

Index' 

Value 

3-mo  change 

All  commodities 

306.16 

0% 

CRB  index 

247.12 

0% 

Raw  industrials 

339.67 

3 

Precious  metals 

262.25 

Foodstuffs 

263.30 

-5 

Grains 

248.84 

-12 

Metals 

291.47 

0 

Industrials 

264.45 

7 

Textiles 

277.37 

1 

Livestock  &  meats 

261.96 

10 

Spot  prices 

Futures  prices 

Commodity 

Price 

3-mo  change 

Commodity 

Price 

3-mo  change 

Copper  scrap  (pound) 

$0.73 

3% 

Dec  Chi  wheat  (bushel) 

$4.30 

-17% 

Corn  (bushel) 

3.52 

-28 

Dec  copper  (pound) 

0.90 

8 

Print  cloth  (sq  yard) 

0.91 

6 

Dec  cotton  (pound) 

0.77 

5 

Soybean  oil  (pound) 

0.24 

-4 

Dec  crude  oil  (barrel) 

23.83 

30 

Steel  scrap  (short  ton) 

136.50 

-1 

Jan  platinum  (troy  oz) 

392.10 

-2 

The  December  oil  futures  contract, 
whose  price  has  increased  30%  from 
three  months  ago,  got  a  nice  boost 
from  Iraq's  saber-rattling  earlier 
this  year,  but  petroleum  prices 
should  drift  down  to  under  $20  a 
barrel  next  year.  One  reason:  the 
possibility  that  Iraq  will  probably 
be  allowed  to  resume  selling  oil 
next  year. 

Note:  All  prices  as  of  9/25/96.  "Composed  of  13  raw  industrial  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  3Gold,  platinum  and  silver. 
'Composed  of  17  commodities.  5Base  for  spot  and  futures  indexes  (1967=100).  Source:  Commodity  Research  Bureau. 


Forbes  ■  October  21,  1996 


THE  LATIN  AMERICAN  MARKET 
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The  Third  Annual  Conference 

On  the  Opportunities  for  Trade,  Investment  and  Finance  Generated 
by  South  and  Central  American  New  Business  Landscape 

November  6-8,  1996 
The  Waldorf-Astoria,  New  York  City 

Join  leaders  of  government,  business  and  finance  from  Latin  America,  the  US  and  other  countries  to 
exchange  information  on  lucrative  business  opportunities,  financing  strategies,  joint-venture  techniques 
and  to  forge  mutually  beneficial  alliances.  Participate  in  a  diversity  of  discussion  with  economic  and 
finance  ministers,  senior  government  officials,  strategic  planners,  institutional  investors,  developers, 
project  sponsors,  bankers  and  entrepreneurs  from  many  countries  involved  in  Latin  America. 


►  A  sampling  of  expected  business  and  government  leaders  on  the  program  this  year  are: 


H.E.  Pedro  Malan,  Minister  of  Finance,  Brazil 

L.  Enrique  Garcia,  President,  Andean  Development  Corporation 

H.E.  Guillermo  Ortiz,  Minister  of  Finance,  Mexico 

H.E.  Eduardo  Aninat,  Minister  of  Finance,  Chile 

Charles  K.  Gifford,  President  &  Chief  Executive  Officer,  Bank  of  Boston 

Rebecca  Mark,  Chairman,  Enron  Development  Corp. 

Steve  Forbes,  President  &  Chief  Executive  Officer,  FORBES  Magazine 


►  Key  sessions  will  be: 


Roundtable  of  Central  Bank  Presidents 

The  Impact  of  the  U.S.  National  Election  on  Latin  America 

Doing  Business  in  Mercosur 

How  the  Central  American  Markets  Are  Reducing  Risks  For  Foreign  Investors 
Business  Opportunities  In  Brazil 

Emerging  Market  Investment  Banking  -  Navigating  the  Issues  &  Investments 

Financing  the  Mid-Market  Deal 

Strategies  for  Success  in  Privatized  Sectors 

Opportunities  in  Structured  Trade  Financing 

International  Financial  Institution  Programs  for  Latin  America 

Latin  American  Telecom  -  Challenges  Ahead. ..Regulatory  and  Financing 

Latin  American  Telecom  -  Technologies  and  Infrastructure 

Mining  in  Latin  America 

Integrated  Energy  and  Financing  Energy  Projects 
Dealing  with  Currency  Stability  and  Risks 
Pipeline  Projects 

Private  Prisons  in  Latin  America:  A  Concept  Whose  Time  Has  Come 
Process  Industries 
Clean  Water 

Opportunities  in  Wastewater  Projects 
Airport  Projects,  and  many  more. 


THE  LATIN  AMERICAN  MARKET 
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Please  Send  Information  On  □  Attending  the  conference 
□  Participating  as  a  sponsor 


November  6-8.  1996  The  Waldorf-Astoria  NYC 
□  Mr.  □  Ms. 


Mail  to: 

Latin  American  Market  '96 
c/o  Joan  Hall  &  Assoc.,  LLC 
140  Sherman  Street 
Fairfield,  CT  06430 


Or  Fax  to: 
(203)  319-3631 

Or  Call: 
(203) 319-3630  or 
(800) 547-6276 


Or  E-Mail  to: 
JHA140@aol.com 


First  Name  _   Middle  Initial 


Last  Name 


Title 

Company 
Address 


City  

Tel_ 


State 
Fax 


Zip  Code 


 Country  

"For  Phono  and  Fax,  please  include  country  code  and  city  code 


Created  in 
Participation  with: 

The  World  Bank 
The  Inter-American 

Development  Bank 
The  Export-Import  Bank 
The  Overseas  Private 

investment  Corporation 

The  international  Finance 
Corporation 

Argentine-American 

Chamber  of  Commerce 
Brazilian-American 

Chamber  of  Commerce 
Colombian  American 

Association 
Ecuadorean  American 

Association 
North  American-Chilean 

Chamber  of  Commerce 
Paraguayan-American 

Chamber  of  Commerce 
Uruguay-U.S.  Chamber  of 

Commerce 
United  States-Mexico 

Chamber  of  Commerce 
Venezuelan  American 

Association 

Presented  in 
Association  with: 

Airports  Group,  International 
Apostel  &  Co. 

A.W.T.  Compagnie  Generale 

des  Eaux 
Bank  of  Boston 
Bechtel  Enterprises,  Inc. 
Bradley,  Arant,  Rose  &  White 
Commercial  Arbitration  and 

Mediation  Center  of  the 

Americas  (CAMCA) 
Continental  Airlines 
Coopers  &  Lybrand 
Deutsche  Morgan  Grenfell 
Donaldson,  Lufkin  &  Jenrette 
Enron  Development  Corp. 
GE  Capital 

Global  View  Health  Network 
Goldman  Sachs  &  Co. 
Grupo  Mexicano  de 

Desarrollo 
Hill  International,  Inc. 
International  Water,  Ltd. 
Kelley  Drye  &  Warren  LLP 
KPMG  Peat  Marwick  LLP 
Lucent  Technologies 
McDermott,  Will  &  Emery 
Mayer,  Brown  &  Piatt 
Pepper,  Hamilton  &  Scheetz 
Placer  Dome  Latin  America  Ltd. 
Rotondo  Weirich  Inc. 
Stone  &  Webster  Engineering 

Corporation 
United  Infrastructure 

Company 
Willis  Corroon  Construction 
YPF 
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S  rocKS  OF  money  man- 
agers have  thrived  in  this 
hull  market,  hut  three  remain  cheap: 
Oppenheimer  Capital  (occ), 
Alliance  Capital  (Ac)  and  New  Eng- 
land Investment  Cos.  (new).  All 
trade  on  the  NYSE. 

These  firms  yield  above  8%  per 
share  (see  table).  Why  the  juicy  divi- 
dends? Because  they  trade  as  limited 
partnerships  and  their  earnings 
aren't  taxed — though  investors'  divi- 
dends are.  Low  overhead  costs  also 
give  these  firms  among  the  fattest 
payouts. 

The  rich  dividends  won't  last  for- 
ever: A  1987  tax  bill  decreed  that  all 
limited  partnerships,  except  natural 
resources  firms,  must  convert  to  a 
corporate  structure  in  January  1998. 
Once  these  firms  are  taxed  as  corpo- 
rations, their  dividends  should  drop 
as  much  as  35%,  says  Lehman  Broth- 
ers' tax  expert  Robert  Willens. 

But  don't  get  ready  to  dump  these 
stocks  late  next  year.  Even  if  yield- 

Buy  American 

Ever  since  American 
Stores'  Chief  Victor 

Lund  fell  out  with  former 

company  chairman 

Leonard  Skaggs  this 

spring,  Wall  Street 

has  been  waiting 

for  the  NYSE 

stock  to 

move.  Skaggs 

has  stated  in 

June  sec  filings 

that  he  might  sell 

his  18%  stake  in 

American  with 

the  help  of 

Goldman,  Sachs. 

But  at  a  recent  4014, 

its  shares  (asc)  have  barely  budged 

since  Skaggs'  filing. 

Get  ready  for  action.  Skaggs  has 

already  sold  about  1%,  and  Street- 
walker hears  that  Goldman  began 

contacting  leveraged-buyout  firms 

recently  to  gauge  interest  in  the 

company.  A  likely  buyer:  Kohlberg 

Kravis  Roberts,  which  has  done  four 

supermarket  deals  in  the  last  decade. 


hungry  investors  sell,  a  new  cadre  of 
investors  will  likely  start  buying.  Tax 
laws  discourage  pension  funds  from 
buying  partnerships,  so  these  stocks 
are  mostly  owned  by  individuals. 
Institutions  will  be  able  to  buy  them 
once  they  become  corporations. 

Of  the  three,  Oppenheimer's 
shares  are  cheapest.  At  a  recent  31%, 
it  trades  at  just  10  times  estimated 
profits.  T.  Rowe  Price's  multiple  is 
18.  Including  Opco's  $2.60-a-share 
dividend,  Prudential  Securities  ana- 
lyst Dean  Eberling  thinks  investors 
could  earn  over  20%  on  the  stock  in 
the  next  year. 

Fat  funds 


Company 

Price* 

P/Et 

Yield* 

Alliance  Capital 

26 

10.4 

8.15% 

New  England  Invest  Cos 

25% 

12.9 

8.23 

Oppenheimer  Capital 

31X 

10.1 

8.35 

*As  of  Oct.  1.  tBased  on  fiscal  1997  estimates. 
Sources:  IBES  Inc.;  Prudential  Securities  Inc. 

Cheap  to  buy  and  rich  in  yield. 


KKR  avoids  hostile  deals  but  could 
emerge  as  a  white  knight  for  Lund. 

If  so,  it  may  have  to  reduce 
its  52%  stake  in  Safeway. 

Whoever  does 
buy  American 
could  sell  its 
Sav  on  and 
Osco  drugstore 
chains,  worth 
an  estimated 
$25  a  share,  or 
21  times  1997 
earnings.  The 
remaining  supermar- 
kets are  worth  about  $15 
each,  or  14  times  earnings. 
Combine  the  two  and  you  get  a 
likely  37%  gain  from  the  current 
price  of  ASC  stock. 

-Matthew  Schifrin 

Eat  and  run 

Airline  passengers  are 
going  hungry  as  carriers 
skimp  on  food  (Forbes,  Aug.  26). 
That's  good  news  for  $1.3  billion 
(estimated  sales)  Host  Marriott  Ser- 


vices Corp.  (hms),  which  operates 
65%  of  all  U.S.  airport  concessions 
as  well  as  60%  of  all  toll-road  eater- 
ies. At  a  recent  8%,  hms  shares  are 
up  20%  since  the  firm  was  spun  off 
from  Host  Marriott  Corp.  last 
December.  Still  a  bargain,  says  Amy 
Minella,  cofounder  of  Greenwich, 
Conn. -based  Cardinal  Capital,  a 
$175  million  (assets)  investor  in 
junk  bonds  and  value  stocks. 

Prior  to  its  spinoff  hms'  growth 
was  stymied  by  the  need  to  deliver 
most  of  its  profits  to  parent  Host 
Marriott.  Now  hms  can  spend  its 
cash  upgrading  concessions.  The 
latest  trend:  replacing  airports' 
generic  cafeterias  with  brand-name 
food  franchises.  Among  the  40  or  so 
brands  hms  is  now  putting  in  air- 
ports: Starbucks  Coffee,  Pizza  Hut 
and  Taco  Bell,  hms  also  benefits 
from  its  long-term  contracts,  which 
produce  steady  income  for  five  to 
ten  years. 

hms  is  also  expanding  overseas. 
Today  it  manages  concessions  in  six 
foreign  airports;  more  are  planned. 
The  company  recently  signed  on  to 
run  food  courts  in  two  outlet  shop- 
ping centers. 

Minella  places  a  composite  price 
on  the  stock  of  6.5  times  her  esti- 
mate of  1997  cash  flow.  (The  com- 
posite price  is  equity  value  plus 
debt,  minus  cash;  cash  flow  is  earn- 
ings before  depreciation,  interest 
and  taxes.)  That  amounts  to  about 
13  a  share,  a  55%  gain. 

Soft  numbers 

Investors  in  education- 
"     al  software  maker  Soft- 
Key  International  have  had  a 
bumpy  ride  lately.  After  peaking 
at  30  in  April,  shares  of  the  $350 
million  (estimated  sales)  firm  fell 
50%.  The  Nasdaq-traded  stock 
(skey)  has  rebounded  somewhat  to 
a  recent  18%6,  10  times  estimated 
1996  earnings. 

Time  to  buy?  Nope.  SoftKey's 
numbers  don't  pass  muster.  If  you 
have  the  stomach  for  short-selling, 
this  one's  a  candidate.  It  is  easily 
borrowable. 

In  the  past  ten  months  SoftKey 
has  made  $1  billion  in  acquisitions. 
Restructuring  charges  of  $350  mil- 
lion since  January  1995  have  mud- 
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died  SoftKey's  financials. 

Softkey's  earnings  before  interest, 
taxes  and  depreciation  in  the  second 
quarter  were  $28  million.  But  inter- 
est expense,  capital  expenditures  and 
working  capital  ate  up  all  but  $2.5 
million  of  that.  Then  the  company 
used  $13  million  in  stock  to  pay 
financing  expenses  and  an  outstand- 
ing note.  Translation:  a  $10.5  mil- 
lion hole. 

Why  is  SoftKey  in  a  pinch?  It  paid 
a  hefty  12  times  trailing  sales  for  its 
$684  million  acquisition  of  the 
Learning  Co.  last  December  and 
took  on  $428  million  in  net  debt  to 
fund  the  deal.  Rich  acquisitions  have 
done  nothing  to  help  SoftKey's 
market  share,  which  has  dropped 
21%  in  the  year  since  August  1995, 
according  to  PC  Data.  Once -popular 
SoftKey  tides  like  Reader  Rabbit 
and  Compton's  Interactive  Encyclo- 
pedia are  faring  poorly  against  new 
offerings  from  Disney  and 
Microsoft. 

The  last  two  SoftKey  acquisitions 
have  been  paid  for  with  shares  of  its 
high-flying  stock.  Now  that  the 
shares  are  down,  new  deals  will  be 
much  harder  to  do.  Without  acqui- 
sitions to  goose  the  stock,  look  out 
below.  -M.S. 

Bruce  goes  begging 

Wasserstein  Perella,  the  once-hot 
mergers  boutique,  is  cold.  In  a 
vibrant  deals  market,  the  firm  ranks 
twelfth  among  merger  advisers, 
according  to  Securities  Data  Co. 

Another  embarrassment:  For 
months  the  firm's  been  peddling  a 
$250  million  merchant  banking  fund. 
The  firm's  first,  launched  in  1988, 
raised  much  more:  $1.1  billion. 

But  the  first  fund  had  mediocre 
results:  10%  before  fees.  One 
reason:  The  fund's  biggest  invest- 
ment, $374  million  in  Isosceles  Pic, 
was  a  bust.  Written  down  to  zero. 

Will  Wasserstein  manage  to  make 
the  new  fund  happen?  Sun  America 
has  promised  to  reinvest,  and 
Wasserstein  Perella  will  invest 
between  $25  million  and  $50  mil- 
lion of  its  own  capital.  But  at  a  time 
when  Kohlberg  Kravis  Roberts  is 
raising  $5  billion  for  its  latest  fund, 
scrambling  for  $250  million  must  be 
humbling.  BB 
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APOLOGY  TO  LIVENT  INC. 

In  a  letter  to  the  editor  published  by  Forbes  Magazine  in 
its  issue  dated  September  25,  1995, 1  stated  that  Livent  Inc. 
capitalized  indefinitely  any  operating  losses  from  its 
theatrical  productions.  I  also  stated  in  that  letter  that  this  was 
an  aggressive  accounting  policy. 

I  have  been  advised  that  Livent  in  fact  has  followed  a 
practice  of  expensing  any  operating  losses  from  its  theatrical 
productions  as  they  occur  on  a  basis  consistent  with 
Generally  Accepted  Accounting  Principles.  I  now  understand 
that  Livent's  accounting  policies  should  properly  be 
described  as  conservative. 

I  apologize  to  Livent  for  having  mischaracterized  their 
accounting  policies. 

Alex  Winch 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  A 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
'Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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FIXED  INCOME  STRATEGY 


When  bond  managers 
get  bored 


BY  DAVID  P.  GOLDMAN 


David  P.  Goldman 
is  president  of 
SG  Capital 
Management,  Ltd., 
a  New  York-based 
money  manager. 


High-grade  bonds  offer  less  return  for  the 
risk  than  ever  before.  At  the  beginning  of  this 
year  the  average  30-year  corporate  bond  rated 
Baa  or  better  yielded  0.95%  above  the  30-year 
Treasury  bond,  and  even  then  money  man- 
agers complained  that  there  was  nothing 
worth  buying.  Today  30-year  corporates  yield 
just  0.78%  above  30-year  Treasurys. 

This  is  a  tough  environment  for  bond  man- 
agers. They  can't  easily  earn  their  keep  by  pro- 
ducing superior  returns.  The  client  might  as 
well  stick  with  Treasurys.  That  0.78%  spread 
barely  compensates  for  the  state  taxes  on  cor- 
porates (Treasurys  are  exempt  from  state  tax), 
to  say  nothing  of  money  management  fees. 

In  such  circumstances  pressure  builds  for 
managers  to  aim  for  high  returns  by  malting 
bets  on  the  direction  of  interest  rates.  No  one 
has  a  reliable  system  for  predicting  interest 
rates,  however.  The  result  is  what  I  call 
"random  error  asset  management" — crap- 
shooting,  in  other  words.  This  is  what  you  get 
when  bond  managers  get  bored. 

Flip  a  coin  and  you  have  a  50/50  chance  of 
heads.  Flip  it  twice  and  you  have  a  25  in  100 
chance  of  getting  heads  twice  in  a  row.  (See 
related  story,  p.  300.) 

If  we  examine  the  1995  and  1996  returns 
of  the  20  largest  multisector  bond  funds,  the 
pattern  isn't  much  different.  Half  the  hind 
managers  do  better  than  average  in  any  given 
year.  If  they  were  monkeys  picking  bonds  at 
random,  we  would  expect  a  quarter  of  them 
to  perform  better  than  average  in  each  of  two 
successive  years. 

Here's  a  random  error  test  you  can  do  at 
home  if  you  have  access  to  the  Internet. 
Download  performance  data  from  StockSmart 
(www.stocksmart.com;  no  fee)  for  these  20 
funds.  Count  the  ones  that  are  in  the  top  half 
both  years.  The  number  is  six.  That  is,  the 
ranking  of  the  professional  managers  resem- 
bles what  coin  tossing  would  produce.  So, 
who  needs  them? 

Alliance  Capital's  Multi-Market  Strategic 
Bond  Fund  leads  so  far  in  1996  with  a  10% 
return.  Last  year,  though,  it  brought  up  the 
rear  with  only  6%,  against  21%  and  22%  for 
the  two  Fidelity  Strategic  Income  funds.  So 
far  in  1996  the  Fidelity  funds  lagged  Alliance, 
returning  7%.  One  year's  winner  becomes 
next  year's  loser,  and  everything  washes  out 


with  the  calendar. 

Since  the  beginning  of  last  year  the  best 
performers  have  been  the  North  American 
Strategic  Income  funds  and  the  Franklin 
Strategic  Income  Fund.  In  the  tough  market 
conditions  of  1996  they  turned  in  a  9.5% 
return  year-to-date,  just  behind  Alliance's 
10%.  In  the  1995  bull  market  they  returned 
more  than  18%,  close  to  the  head  of  the  pack. 

Franklin's  and  North  American's  managers 
made  the  right  interest  rate  calls,  and  perhaps 
deserve  kudos.  The  problem  is  that  if  all  20 
managers  made  interest  rate  calls  by  flipping 
coins,  you  would  expect  a  few  of  them  to  be 
right.  It  could  take  20  years  before  a  good 
bond  manager  proved  himself  so  consistent 
on  interest  rate  calls  that  you  could  be  confi- 
dent he  was  doing  something  better  than  flip- 
ping coins.  The  vast  majority  of  bond  funds, 
however,  are  a  lot  less  than  20  years  old. 

The  lesson  here  for  mutual  fund  investors  is 
this:  There's  little  point  owning  a  mutual  fund 
that  invests  in  high-grade  corporates  right 
now  because  there  is  little  the  manager  can  do 
to  earn  his  keep.  If  you  are  already  in  a  fund, 
be  aware  that  the  manager  is  probably  making 
a  bet  on  the  direction  of  interest  rates.  How 
to  find  out?  Just  call  and  ask  for  the  duration 
of  the  portfolio.  (Duration  measures  interest 
rate  sensitivity.  A  duration  of  five  years  means 

If  managers  were  monkeys  picking 
bonds  at  random,  we  would  expect 
a  quarter  of  them  to  perform 
better  than  average  in  each  of 
two  successive  years. 


that  a  bond  gains  5  points  of  price  for  every 
percentage  point  fall  in  interest  rates.)  The 
average  duration  of  the  broad  bond  market  is 
just  under  5.  If  the  duration  is  well  above  5, 
the  manager  is  bullish  (that  is,  he  thinks  inter- 
est rates  will  drop),  and  if  the  duration  is  well 
below  5,  the  manager  is  bearish. 

But  remember  that  you  can  make  interest 
bets  without  incurring  mutual  fund  charges. 
Just  have  your  bank  or  broker  buy  long-term 
Treasurys  if  you  are  bullish,  or  Treasury  notes 
if  you  are  bearish.  If  you  are  aggressively  bull- 
ish— that  is,  if  you  think  interest  rates  will  go 
way  down — buy  long-term  Treasury  strips.  Hi 
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izophrenic 
walk  down  Wall  Street 


BY  MARK  HULBERT 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va. -based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@delphi.com 


Princeton  University  Professor  Burton 
Malkiel  remains  emotionally  attached  to  the 
idea  that  made  him  famous — that  stock  prices 
follow  a  random  walk,  and  thus  can't  be  pre- 
dicted. On  the  other  hand,  he  now  knows 
that  it  isn't  entirely  true. 

Malkiel's  solution  has  been  to  update  his 
1973  classic,  A  Random  Walk  Down  Wall 
Street.  (It's  the  sixth  edition;  W.W.  Norton, 
$15.95.)  This  allows  him  to  remain  publicly 
identified  with  the  Random  Walk  Theory 
while  retreating  from  a  few  of  the  extreme 
claims  made  in  the  earlier  editions.  In  the 
preface  to  the  new  edition,  Malkiel  concedes 
that  "there  do  seem  to  be  some  techniques  of 
stock  selection  that  may  tilt  the  odds  of  suc- 
cess in  favor  of  the  individual  investor." 

But  if  you  are  hoping  that  this  new  edition 
includes  much  more  repentance  than  this,  you 
will  be  disappointed.  Malkiel  still  overlooks  a 
lot  of  recent  academic  work  that  has  con- 
firmed that  significant  nonrandom  patterns 
exist  in  the  markets.  What  especially  miffs  me 
is  that  he  systematically  ignores  the  records  of 
successful  market  letters. 

Take  stock-picking  approaches  that  focus 
on  relative  strength,  or  momentum.  The  rank- 
ings in  the  Hulbert  Financial  Digest  covering 
five  years  or  more  are  dominated  by  letters 
that  utilize  relative  strength.  Yet  Malkiel  dis- 
misses all  momentum-based  approaches  by 
asserting  that  after  paying  brokerage  commis- 
sions none  can  beat  a  buy-and-hold. 

But  he's  wrong:  The  Hulbert  Financial 
Digest  takes  commissions  into  account  in  its 
calculations.  Take  the  Value  Line  Investment 
Survey.  Even  after  paying  commissions,  it  has 
beaten  a  buy-and-hold  by  4.4%  per  year  since 
mid- 1980.  In  fact,  Value  Line's  performance 
was  impressive  enough  to  make  a  convert  out 
of  the  late  M.I.T.  Professor  Fischer  Black,  who 
otherwise  was  one  of  the  most  extreme  believ- 
ers in  the  Random  Walk.  He  concluded  from 
his  analysis  of  Value  Line  that  "there  is  hope 
that  the  traditional  methods  of  portfolio  man- 
agement and  security  analysis  can  succeed." 

Or  take  Louis  Navellier's  MPT  Review, 
whose  stock  picking  also  relies  heavily  on 
momentum  analysis.  It  has  beaten  the  market 
by  13  .3%  per  year  on  average  since  the  begin- 
ning of  1985.  Even  on  a  risk-adjusted  basis, 
both  of  these  services  still  beat  the  market. 


The  situation  is  quite  similar  for  technical 
analysis,  which  Malkiel  dismisses  with  even 
more  vehemence:  "The  central  proposition  of 
charting  is  absolutely  false,  and  investors  who 
follow  its  precepts  will  accomplish  nothing 
but  increasing  substantially  the  brokerage 
charges  they  pay.  There  has  been  a  remarkable 
uniformity  in  the  conclusions  of  studies  done 
on  all  forms  of  technical  analysis.  Not  one  has 
consistently  outperformed  the  placebo  of  a 
buy-and-hold  strategy." 

Oh,  yeah?  What  about  a  comprehensive 
study  published  recently  in  the  Journal  of 
Finance,  one  of  the  most  respected  academic 
journals.  The  study  encompassed  nearly  100 
years  in  the  U.S.  stock  market  (from  1897  to 
1986).  It  found  what  it  called  "strong  sup- 
port" for  moving-average  systems,  which  are 
the  most  popular  of  technical  trend-following 
strategies.  And  it  also  found  that  the  violation 
of  support  levels  and  the  eclipse  of  resistance 
levels — the  central  foundation  of  charting — 
are  good  sell  and  buy  signals,  respectively. 
(See  my  Oct.  9,  1995  column  for  other  stud- 
ies that  reached  similar  conclusions.) 

Why  don't  these  studies  show  on  Malkiel's 
radar  screen?  One  answer  lies  in  what  my 
Oxford  philosophy  professor  taught  me  about 
randomness:  that  to  believe  in  randomness  is 

To  believe  in  randomness  is 
as  much  a  psychological 
predisposition  as  it  is  the 
conclusion  of  a  logical  argument. 


as  much  a  psychological  predisposition  as  it  is 
the  conclusion  of  a  logical  argument.  If  one  is 
inclined  to  do  so,  he  argued,  one  can  find 
some  way  of  dismissing  as  random  what  oth- 
erwise appears  to  be  statistically  significant. 

None  of  this  is  to  suggest  that  beating  the 
market  is  easy.  It  isn't.  Relative  strength, 
charts  and  the  rest  of  it  require  exceptional 
skill  for  successful  use,  and  there  are  probably 
more  failures  than  successes.  But  beating  the 
market  is  possible,  as  shown  conclusively  not 
only  by  my  work,  but  also  by  a  substantial 
body  of  academic  work. 

Malkiel  is  a  good  writer.  And  making 
money  consistently  in  the  stock  market  is 
darned  difficult.  Neither  of  those  facts  make 
Random  Walk  valid.  ■ 
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Missing  the 
bam  door 


BY  DAVID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


As  the  table 
shows,  the 
chance  that 
analysts'  forecasts 
will  hit  the  mark 
over  five  years  is 
1  in  100  billion. 


High-flying  Healthsource,  a  leading  hmo, 
dropped  from  41  in  May  to  2  VA  in  a  matter  of 
days  as  analysts'  estimates  came  up  short.  In 
other  words,  it  lost  half  its  value  in  very  little 
time.  Oak  Technology  dropped  from  32  in 
March  to  10%  in  early  June.  Same  thing.  Dis- 
appointing earnings. 

Even  mighty  Coca-Cola  is  susceptible  to 
getting  hit  with  bad  surprises,  as  we  saw 
last  month. 

Many  people  think  these  "disappointments" 
are  the  result  of  bad  forecasts.  That's  not  what 
I  read  into  them.  I  think  all  forecasts  are,  by 
nature,  unreliable. 

Eric  Lufkin  of  the  Dreman  Foundation  and 
I  studied  78,695  analysts'  consensus  forecasts 
that  were  made  between  1973  and  1993.  We 
used  the  Able-Noser  database  of  consensus 
forecasts.  This  database  is  actually  tilted  in 
favor  of  the  analysts  because  it  permits  esti- 
mates to  be  changed  up  to  two  weeks  before 
the  end  of  the  quarter  measured. 

It's  important  to  know  how  good  forecasts 
are  because  there  are  lots  of  stocks  out  there 
sporting  lofty  multiples  only  because  of  these 
forecasts.  When  the  results  fall  short  of  the 
rosy  forecasts,  all  hell  breaks  loose  because 
those  predictions  are  about  the  only  things 
that  justify  the  prices. 

Missing  by  even  a  hairsbreadth  can  result 
in  disaster — as  we  have  seen.  The  table  on  this 
page  shows  the  results  of  our  study.  It  is  not 
reassuring.  The  odds  are  staggering  against 
the  investor  who  relies  on  fine-tuned  earnings 
estimates.  There  is  only  a  1  in  170  chance  that 
the  analysts'  consensus  forecast  will  be  within 
5%  for  any  4  consecutive  quarters.  Going  out 
longer  makes  the  odds  dramatically  worse.  For 

The  probability  game 


Any  surprise 

Negative 
surprise 

Positive 
surprise 

1  quarter 

28% 

61% 

67% 

4  quarters 

1/170 

1/7 

1/5 

10  quarters 

1/370,000 

1/140 

1/56 

years) 

20  quarters 

1/100  billion 

1/20,000 

1/3,700 

(5  years) 

All  surprises  are  greater  than  5%. 

Source:  Dreman  Foundation  and  Able  Noser  database. 

any  10  consecutive  quarters,  the  odds  of  fine- 
tuning  the  estimates  for  a  company  within  this 
range  fall  to  1  in  370,000,  and  for  20  consec- 
utive quarters,  to  1  in  100  billion.  Few  people 
would  put  a  couple  of  bucks  on  these  odds  in 
a  lottery,  but  thousands  of  investors  will  pay 
them  in  the  market. 

Some  folks  will  say,  "Who  cares  if  earnings 
come  in  above  estimates.  In  fact,  I'll 
applaud."  Fair  enough.  So  we  asked:  What  are 
the  chances  that  you  will  be  able  to  avoid  a 
negative  surprise  above  5%  for  10  to  20  con- 
secutive quarters? 

The  answer:  Terrible.  The  investor  has  a  1 
in  7  chance  of  not  getting  a  negative  earnings 
surprise  5%  below  the  consensus  forecast,  after 
only  4  quarters.  After  10  quarters  the  chances 
of  not  getting  at  least  one  crippling  earnings 
surprise  go  down  to  1  in  140,  and  for  20 
quarters,  they  are  1  in  20,000. 

With  odds  like  this  it  doesn't  make  a  lot  of 
sense  to  judge  a  stock  on  the  basis  of  earn- 
ings forecasts.  That's  why  1ow-p/e  or  other 
contrarian  strategies  work  so  well.  When  sur- 

Even  mighty  Coca-Cola  is 
susceptible  to  getting  hit  with 
bad  earnings  surprises. 


prises  are  negative,  1ow-p/es  shrug  them  off. 
The  bad  news  is  already  in  the  price  of  the 
stock.  If  the  surprises  are  positive,  they  out- 
perform the  market  sharply.  Why  should  you 
short-change  yourself  by  playing  against 
these  odds  when  you  can  stack  them  heavily 
in  your  favor? 

Here  are  five  companies  that  should  bene- 
fit, not  be  hard  hit  by  earnings  surprises: 
British  Telecommunications  (57,  adr)  is  the 
principal  supplier  of  telecommunications  serv- 
ing the  U.K.  market,  p/e  11,  yield  5.4%; 
Community  Psychiatric  Centers  (9)  operates  a 
chain  of  psychiatric  hospitals  in  1 5  states  and 
abroad,  p/e  11  (on  1996  estimates);  Key 
Corp.  (44)  is  a  major  regional  bank  with 
branches  in  38  states,  p/e  12,  yield  3.4%; 
Royal  Bank  of  Canada  (39,  Canadian 
funds-28  U.S.-Toronto  Stock  Exchange)  is 
that  country's  largest,  p/e  10,  yield  3.4%; 
Xerox  (53)  is  a  large  multinational  engaged  in 
document  processing,  insurance  and  other 
services,  p/e  14,  yield  2.2%.  H 
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A  Partnership  In 
Engineering  Excellence 

Tennant  and  Parker  Hannifin: 
Working  together,  they  make  the  world  cleaner  and  safer. 


When  the  editors  of  leading  business  publications  rate  the 
best-managed,  most-successful  enterprises  in  America, 
Tennant  Company  gets  mentioned  time  and  time  again. 
Tennant  is  a  leading  manufacturer  of  power  sweepers, 
scrubbers,  floor  polishers  and  floor  resurfacing  materials. 


Highly  maneuverable  Tennant  equipment,  employing  Parker  hydraulic  hoses  and 
fittings,  works  quickly  and  easily,  whether  in  confined  places  or  wide-open  spaces. 

Forbes  has  twice  named  Tennant  as  one  of 
the  best  small  companies  in  America.  Purchasing 
Magazine  recently  awarded  Tennant  its  coveted  Medal 
of  Professional  Excellence,  the  first  ever  to  a  company 
of  its  size.  And  the  authors  of  The  100  Best  Companies 
to  Work  for  in  America  listed  Tennant  in  the  book's 
second  edition. 

Hydraulics  play  a  critical  role  in  the  performance  of 
Tennant  sweepers  because  fluid  power  replaces  an  array 
of  belts,  chains  and  gears.  That's  why  Parker  Hannifin  is 
proud  to  be  the  exclusive  supplier  of  hydraulic  hoses  and 
fittings  for  all  Tennant  sweepers  and  scrubbers. 

Sweeping  away  the  old  rules 

With  over  200  patents  and  countless  innovations  to  its 
credit,  Tennant  has  a  culture  that  encourages  its  people  to 
break  "rules"  that  other  organizations  have  followed. 

One  of  these  rules  was  that  suppliers  are  just 
suppliers  -  they  deliver  a  part  made  to  specs;  that's  it. 
But  the  Tennant  rule  is:  choose  only  the  best  suppliers 
and  work  in  partnership  with  them  to  improve  product 
performance  and  lower  costs. 

Since  1987,  Tennant  and  Parker  engineers  have 
■  worked  closely  together,  early  in  the  product-design 


stage.  This  team  effort  has  paid  off  with  hydraulic 
systems  that  perform  more  efficiently,  with  fewer 
pressure  drops,  and  perform  more  reliably  with  tighter 
seals.  In  fact,  the  chance  for  hydraulic  leaks  in  Tennant 
sweepers  and  scrubbers  is  all  but  eliminated. 

And  the  cost  of  achieving  this  increased  level  of 
quality  has  actually  gone  down.  Component  costs  have 
been  reduced  by  using  fewer  hydraulic  connections. 
Manufacturing  costs  have  been  reduced  by  using  more 
simplified  assemblies. 

85  parts:  one  part  number 

Using  an  innovative  Parker  supply  concept,  all  the 
hydraulic  hoses  and  fittings  needed  to  build  a  Tennant 
machine  are  now  organized  and  placed  into  mobile 
kit-carriers  at  the  local  Parker  service  center  so  they 
can  be  delivered  to  Tennant  assembly  lines,  on  a  just- 
in-time  basis.  As  a  result,  up  to  85  part  numbers  are 
reduced  to  one.  And  the  costs  associated  with  ordering, 
stocking  and  handling  parts  have  been  dramatically 
reduced. 

Partnerships  mean  performance 

"Parker  people  often  exceed  our  own  expectations," 
says  Doug  Hoelscher,  Tennant  Vice  President  of 
Manufacturing,  Procurement  and  Engineering.  "For  exam- 
ple, on  the  Model  830,  our  largest  sweeper,  we  never 
asked  them  for  parts-engineering  drawings.  They  took  the 
initiative  and  started  preparing  them.  We  never  asked 
them  to  store  our  parts  information  in  their  computers. 
They  set  up  the  system  so  we  wouldn't  have  to." 

"Thanks  to  Parker,  we  have  been  able  to  get  a  better 
product  to  the  market,  faster,  and  at  lower  cost,"  adds 
Roger  Hale,  Tennant  President  and  CEO.  It's  a  relationship 
that  has  worked  out  far  better  than  we  ever  imagined 
it  would." 

Today,  Parker  Hannifin  manufactures  the  industry's 
broadest  line  of  hydraulic,  pneumatic  and  electromechan- 
ical components.  Parker  also  provides  leading-edge 
manufacturing  technology  and  the  world's  largest  and 
best-managed  distribution  system.  But  perhaps  its  most 
valuable  asset  is  its  ability  to  provide  premier  customer 
service  based  on  close  working  partnerships. 

Partnerships  like  this  one  with  Tennant  Company 
are  an  important  reason  why  Parker  Hannifin  grew  to 
almost  $3.6  billion  in  sales  with  record  earnings  in  fiscal 
1996.  Today  Parker  serves  more  than  300,000  industrial 
and  aerospace  customers  around  the  world. 


Parker  and  Tennant... 

leading  by  putting  the  customer  first 


In  1976,  Roger  Hale  became  President 
and  Chief  Executive  Officer  of  Tennant. 
The  company  was  already  recognized 
as  a  world  leader  in  industrial  floor- 
maintenance  machinery. 

But  under  his  leadership,  the  best 
became  even  better.  Sales  more  than 
doubled.  And  Tennant  soon  developed 
a  reputation  for  world-class  quality  and 
customer  service. 

Tennant  sets  new  standards  by 
painstakingly  selecting  superior  suppliers, 
and  offering  a  toll-free,  product  infor- 
mation hotline;  plus  extensive  training 


for  customer  personnel. 

The  goal  is  to  provide  the  cleanest, 
safest  work  environment  at  the  lowest 
possible  cost.  As  Tennanf s  exclusive 
supplier  of  hydraulic  hoses  and  fittings, 
Parker  Hannifin  meets  the  challenge. 

Parker  and  Tennant  engineers  continue 
to  advance  hydraulic  technology.  The 
result:  improved  product  performance  and 
lower  manufacturing  cost.  The  all-Parker 
hydraulics  are  so  reliable  that  they're  guar- 
anteed leak-free  for  up  to  three  years. 

Partnering  with  our  customers  is  a  key 
reason  why  Parker  has  grown  to  be  the 


world  leader  in  motion-control  technology. 
Today,  we  manufacture  the  industry's 
broadest  line  of  hydraulic,  pneumatic 
and  electromechanical  components  and 
systems.  Our  customers  are  industrial, 
aerospace  and  automotive  leaders  -  the 
world  over. 

For  more  information,  write  for  our 
annual  report:  Parker  Hannifin  Corpor- 
ation, Dept.  FB-106,  17325  Euclid 
Avenue,  Cleveland,  Ohio  44112-1290. 
For  product  information,  call  1-800-C 
PARKER  (1-800-272-7537). 


A  partnership  in  vital  technologies  S^JlJfHl 
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University  in  Baltimore. 


Depreciating 
currencies 

are  a  recipe 
for  slower 
economic  growth. 


The  Organization  for  Economic  Cooperation 
&  Development  in  Paris  has  embraced  the 
idea  that  a  depreciating  currency  will  boost  a 
country's  competitiveness  and  stimulate  eco- 
nomic growth  and  employment.  It  has 
reported  that  European  countries  that  left  the 
Exchange  Rate  Mechanism  in  1992  and  let 
their  currencies  depreciate  have  witnessed 
more  satisfactory  income  and  employment 
growth  than  countries  that  stayed  in. 

The  International  Monetary  Fund  also  has 
weighed  in  on  the  side  of  weak  currencies, 
arguing  that  a  rising  real  exchange  rate  can 
lead  to  stagnation,  while  a  depreciating  cur- 
rency fosters  growth.  A  strange  position  from 
an  organization  established  in  1944  to  dis- 
courage devaluations  and  to  promote 
exchange-rate  stability. 

Everybody  does  it.  Whenever  a  trade  dis- 
pute has  loomed,  the  Clinton  Administration 
has  been  quick  to  talk  the  dollar  down.  The 
Germans  and  Swiss  have  repeatedly  expressed 
concerns  about  the  "strong"  mark  and  franc. 

None  of  this  makes  sense.  A  country  can- 
not boost  its  output,  employment  and  stan- 
dard of  living  by  lowering  its  currency's  value, 

Weak  currency,  weak  economy 
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because  the  fiscal  and  monetary  policies 
required  to  weaken  a  currency  will  also 
depress  the  incentives  to  produce  domestic 
output.  A  currency  usually  depreciates  when 
marginal  tax  rates  on  capital  and  labor  are 
increased,  when  government  spending 
increases  and/or  when  monetary  policy  is 
loosened,  causing  inflation  to  accelerate. 
These  policies  reduce  private  investment 

Avoid  investing  in  weak 
currency  countries:  Colombia, 
Mexico,  South  Africa,  Russia, 
Turkey  and  Venezuela. 

returns,  productivity,  output  and  net  capital 
inflows.  The  resulting  currency  depreciation  is 
a  sign  of  economic  weakness.  Conversely,  a 
currency  usually  appreciates  when  prudent 
monetary  and  fiscal  policies  have  improved 
the  outlook  for  inflation,  investment,  produc- 
tivity, output  and  net  capital  inflows. 

John  Tatom  of  Zurich's  Union  Bank  of 
Switzerland  has  analyzed  the  relationship 
between  average  rates  of  currency  deprecia- 
tion against  the  U.S.  dollar  and  real  GDP 
growth  for  42  countries  in  the  1992-95  peri- 
od. These  countries  include  the  four  Asian 
Tigers  and  selected  emerging  countries  in 
Asia,  Latin  America,  Eastern  Europe, 
Southern  Europe,  the  Middle  East  and  Africa. 

As  the  accompanying  chart  shows,  there  is 
a  significant  negative  relationship  between 
currency  depreciation  and  economic  growth. 

For  Americans  seeking  to  invest  abroad, 
there  is  a  message  in  this:  Avoid  investing  in 
weak  currency  countries.  These  include  at 
present:  Colombia,  Mexico,  South  Africa, 
Russia,  Turkey  and  Venezuela. 


******* 


A  number  of  readers  have  written, 
E-mailed  and  telephoned  asking  how  they  can 
buy  New  Zealand  stocks  and  bonds  (see  my 
Sept.  9  column).  The  answer  is  that  most  large 
investment  houses,  Merrill  Lynch  and  Smith 
Barney  among  them,  will  handle  orders  for 
New  Zealand  securities.  And  they  will  do  this 
at  standard  charges  for  foreign  exchange  con- 
versions and  normal  commissions.  If  your  rep 
does  not  know  about  this,  ask  to  speak  with 
his  supervisor.  Wk 
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Four  stocks 
to  buy  now 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


Investors  both  large  and  small  are  paying 
too  much  attention  to  short-term  events.  This 
is  reflected  in  increased  volatility  in  the  gener- 
al market  as  well  as  in  individual  stocks. 
Reflecting  the  same  jumpiness  mutual  fund 
companies  report  that  switching  between 
funds  has  escalated  as  individual  investors  try 
to  capitalize  on  short-term  swings. 

What's  causing  the  nervousness?  The 
market  made  a  new  alltime  high  after  the 
June/July  setback,  and  new  highs  often  cause 
unease.  Second,  there  are  many  questions 
about  1997  from  an  economic  and  political 
perspective. 

However,  these  are  short-term  worries,  and 
few  people  make  money  from  short-term 
trading.  Long-term  investors  are  the  most 
successful  ones.  Over  time  the  most  critical 
factor  that  influences  the  valuation  of  stocks  is 
inflation.  Low  inflation  can  easily  sustain  mid- 
to-high-teens  earnings  multiples,  even  in  the 
face  of  high  interest  rates.  No  better  proof 

Low  inflation  can  easily 
sustain  mid-to-high-teens 
earnings  multiples,  even  in 
the  face  of  high  interest  fates. 

exists  than  what  has  happened  so  far  this  year. 
Inflation  has  declined  and  appears  to  be 
headed  toward  2%,  while  long-term  interest 
rates  have  risen  1%,  or  100  basis  points. 

In  the  face  of  these  opposing  trends  the 
stock  market  already  has  gained  12%  this 
year — solid  evidence  that  low  inflation  is  the 
most  important  consideration.  In  spite  of 
recurring  concerns,  I  believe  inflation  will 
remain  subdued  for  some  time.  My  advice, 
therefore:  Keep  your  eye  on  the  long  term 
and  stay  with  stocks. 

Here  is  a  basket  of  high-quality  companies 
that  have  experienced  setbacks  in  the  market 
this  year.  All  of  them  look  cheap  and  sell  at  an 
average  p/e  of  14.3  times  1997  earnings.  The 
stocks  I  recommend  now  are:  PepsiCo  (28), 
77T(44),  Varian  (47)  and  GTE  (39). 

In  the  case  of  Pepsi,  a  confluence  of  nega- 
tive surprises — from  weak  sales  trends  in  the 
restaurant  business  to  problems  with  its  Latin 
American  bottlers — have  caused  the  stock  to 


decline  roughly  20%  from  its  June  high.  The 
soft-drink  and  snack-food  businesses  should 
be  consistent  long-term  performers  capable 
of  producing  12%  to  15%  earnings  growth. 
The  irregular  perf  ormance  of  the  restaurant 
group  has  depressed  Pepsi's  valuation  and 
could  easily  lead  to  its  sale  or  divestiture  in 
the  not  too  distant  future.  The  stock  of  this 
high-quality  consumer  products  company 
looks  reasonable  at  a  p/e  of  18  times  next 
year's  earnings  of  $1.60.  My  one-year  price 
target  is  36. 

Even  though  ITT  has  enjoyed  increased 
occupancy  and  room  rates  in  its  Sheraton 
hotel  division,  this  has  been  more  than  offset 
by  problems  in  the  gaming  area,  causing  its 
stock  to  decline  over  30%  from  this  year's 
high.  The  problems  relate  to  costs  associated 
with  an  accelerated  casino  refurbishing  pro- 
gram and  a  drop  in  the  win  ratio.  These 
depressants  should  be  temporary.  The  compa- 
ny should  be  able  to  earn  $3  per  share  in 
1997,  enabling  the  stock  to  at  least  regain  its 
high  of  68.  Longer  term,  I  still  believe  that 
ITT  is  capable  of  20%  earnings  growth  and  a 
premium  valuation. 

Varian  has  been  hit  hard,  declining  25% 
over  the  last  several  months  because  of  the 
perceived  slowdown  in  the  semiconductor 
industry.  The  bad  news  is  out  and  the  stock  is 
dirt  cheap  at  11  times  1997  estimated  earn- 
ings. Needless  to  say,  I  still  like  it,  based  on 
some  exciting  new  products  in  the  health  care 
area,  further  share  buybacks,  dividend  increas- 
es and,  most  important,  strong  management. 
With  estimated  1997  fiscal  year  earnings  of 
$4.10  per  share  the  stock  can  easily  reach  65 
over  the  next  12  to  18  months. 

The  local  telephone  company  stocks  have 
been  under  pressure  because  of  concerns 
about  increased  competition  in  a  less  regulat- 
ed environment.  GTE  has  declined  along  with 
all  of  the  Baby  Bells.  It  looks  to  be  better  situ- 
ated since  most  of  its  telephone  properties  are 
in  suburban  and  rural  areas,  while  most  of  the 
competition  from  other  carriers  will  be  con- 
centrated in  urban  areas.  GTE  also  has  an 
important  stake  in  the  cellular  market,  which 
is  growing  rapidly.  The  stock  looks  cheap  at 
12.4  times  estimated  earnings  for  next  year 
and  provides  a  generous  yield  of  4.8%.  My 
one-year  price  objective  is  45,  providing  an 
attractive  total  return  for  conservative 
investors.  ■ 


Forbes  ■  October  21,  1996 


323 


<  AFFAIRS 


■  •»* 


FLANAGAN 


e  new 
(and  more  convenient) 

American  way  of  death 

Shall  it  be  the  golf  course,  the  sea  or  outer  space? 

By  Alexandra  Alger 


Valley  Funeral  Home  in  Burbank,  Calif,  sells  urns  to  suit  every  taste  and  budget 

For  $450,  a  warm  and  cuddly  home  for  your  "cremains";  for  $1,250,  you'll  soar  like  an  eagle. 


Bill  Farmer,  a  year  dead,  is  about  to 
fulfill  a  lifelong  dream — he  is  going 
into  space.  The  space  buff  from  San 
Bernardino,  Calif,  will  have  appropri- 
ate company.  Among  his  19  fellow 
travelers  will  be  Gene  Roddenberry, 
the  late  creator  of  Star  Trek;  two 
deceased  scientists;  and  the  ultimate 
space  cadet,  the  late  Timothy  Leary. 

In  December  they  will  all  hitch  a 
ride  on  a  U.S.  satellite  launch.  Once 
in  space,  the  rocket  will  jettison  a 
container  holding  their  encapsulated 
ashes.  The  container  should  orbit  the 
Earth  for  about  two  years,  then  reen- 
ter the  atmosphere  and  vaporize  with 
a  fiery  flourish. 


"This  has  turned  into  a  beautiful 
send-off,"  says  Farmer's  daughter 
La  Verne  Gladish.  Not  long  before 
her  father  died  last  October,  she  dis- 
covered Celestis,  Inc.,  the  Houston 
outfit  that  hopes  to  make  a  regular 
business  of  hauling  ashes  into  space, 
at  a  cost  of  $4,800  per  capsule.  "I 
couldn't  see  my  father  going  into  the 
ground,"  says  Gladish. 

Nor  can  a  growing  number  of 
other  Americans.  Cremation  is  grad- 
ually becoming  the  preferred  Ameri- 
can way  of  death.  About  22%  of 
corpses  are  now  cremated,  and  the 
funeral  industry  predicts  that  number 
will  reach  40%  by  2010.  In  some 


states,  mainly  those  with  large  popu- 
lations of  folks  who  originally  hailed 
from  somewhere  else,  cremation 
already  is,  or  is  fast  becoming,  the 
most  common  way  to  go.  In  Nevada, 
the  cremation  rate  was  54%  last  year; 
in  Washington,  53%;  in  Arizona,  Cal- 
ifornia, Colorado  and  Florida,  it  was 
about  40%. 

Cremation  is  cheaper  than  conven- 
tional burial,  even  if  you're  shot  into 
space.  A  standard  funeral  package, 
covering  embalming  and  coffin,  aver- 
ages $4,600,  plus  another  $2,000  for 
a  tombstone  and  a  cemetery  plot. 
Cremation  typically  runs  $400  to 
$2,000,  depending  on  local  competi- 
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tion — or  the  lack  of  it.  You're  still 
free  to  spend  thousands  on  an  urn 
and  a  spot  in  a  mausoleum  or  a 
columbarium  (a  building  filled  with 
niches  for  cremation  urns). 

Of  course,  the  $10  billion  funeral 
industry  is  wise  to  the  trend,  and  will 
be  happy  to  oblige  you  if  you  choose 
cremation  over  burial.  There  are  now 
close  to  100  varieties  of  urns  on  the 
market,  costing  as  little  as  $20  for  a 
plastic  one  to  as  much  as  $3,500  for 
a  24kt-gold-plated  number  encrust- 
ed with  sapphires.  Batesville  Casket, 
the  country's  largest  maker  of  caskets, 
now  markets  "keepsake"  urns — 5 
inches  high  or  so — to  encourage 
people  to  divide  ashes  among  family 
members. 

Scattering  remains  the  most  popu- 
lar option,  however.  But  you  have 
fewer  (legal)  options  than  you  might 
think.  In  national  parks  and  on  most 
public  land,  it's  technically  considered 
littering.  On  private  property  that 
isn't  your  own,  you  need  permission. 
Streams,  rivers  and  lakes  are  usually 
off-limits;  ditto  beaches.  Under  Envi- 
ronmental Protection  Agency  rules, 
ocean  scatterings  must  be  done  at 
least  3  nautical  miles  from  shore. 

The  taboos  against  scattering  are 
not  health-related;  human  ashes — 
mainly  pulverized  bone  fragments — 
are  harmless.  It's  the  idea  that's 
spooky.  "People  don't  want  to  worry 
about  sitting  by  a  stream  and  think- 
ing there  might  be  cremated  remains 


Neptune  Society  of  Northern  California  disperses  ashes  just  beyond  the  Golden  Gate  Bridge 
Last  year,  over  2,000  scatterings  were  done,  costing  $125  to  $695  each. 


in  it,"  says  James  Wylie  of  the  Florida 
Funeral  Directors  Association.  "It's  a 
little  macabre  to  some  people." 

Antiscattering  laws  do  keep  funer- 
al homes  in  line.  If  they're  caught 
dumping,  they'll  get  their  license 
pulled.  But  if  you  scatter  Uncle 
George  around  his  favorite  fishing 


hole,  who's  to  know?  "Just  don't  go 
around  telling  anybody,"  says  Lisa 
Carlson,  executive  director  of  Funer- 
al and  Memorial  Societies  of  Ameri- 
ca, a  consumer  information  group 
near  Burlington,  Vt.  Even  if  you're 
discovered  in  the  act,  chances  are 
you'll  get  nothing  more  than  a  scold- 


What  happens 
behind  the 
crematory  door 


The  word  "ashes"  sends 
the  funeral  industry  into  a 
tizzy.  "They're  not  ashes, 
they're  bone  fragments," 
says  Jack  Springer  of  the 
Cremation  Association  of 
North  America.  Springer 
and  his  colleagues  suggest 
"cremated  remains,"  or 
"cremains."  Please. 

Springer  is  right  about 
the  bones.  That's  why 


"ashes"  are  more  like 
rough  sand  than  dust. 
Sometimes  the  pieces  are 
pebble-size  or  larger. 
"They  look  like  broken 
seashells,"  says  Lisa  Carl- 
son of  the  Funeral  and 
Memorial  Societies,  of 
America. 

The  consistency  of  the 
remains  depends  on  the 
pulverizing  technique.  A 
crematory  may  not  pulver- 
ize at  all.  Fresh  Pond  Cre- 
matory, in  Queens,  N.Y., 
didn't  until  recently,  at  the 
behest  of  its  customers. 
On  the  other  hand  you 
could  be  reduced  to  a 
grayish -white  powder  at 


the  crematory  at  Rosedale 
and  Rosehill  Cemetery  in 
Linden,  N.J.  "The  consis- 
tency's like  talcum 
powder,"  says  James 
Koslovski,  the  crematory's 
manager. 

Of  course  the  pulveriz- 
ing comes  after  the  crema- 
tion. At  a  crematory,  the 
body,  within  a  box  or  a 
casket,  is  pushed  into  a 
furnace  that's  heated  to 
about  1,800  degrees. 

The  body  itself  and  its 
container  vaporize  in  one 
to  two  hours.  While  heat 
distorts  and  breaks  up  the 
bones,  it  doesn't  destroy 
them.  Calcium  in  bones 


withstands  heat  up  to 
3,400  degrees,  Kos- 
lovski says. 

What  you  see  when  the 
furnace  door  is  lifted  is  a 
mass  of  broken  bones  and 
some  metal  bits — mainly 
coffin  hinges  and  handles. 
A  magnet  is  used  to 
remove  them  before  the 
ashes  are  swept  up  with  a 
steel-bristled  broom  and 
deposited  into  the  pulver- 
izing machine — a  steel 
cylinder  about  a  foot  high. 
The  result:  seven  to  ten 
pounds'  worth  of  ashes 
that  fit  into  a  container 
about  the  size  of  a  shoe- 
box.  -A.A.  ■ 
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Chautauqua 
Lite 


Thinking  of  a  learning  vacation  at  the  new  Disney 
Institute?  It's  strictly  Mickey  Mouse. 

By  Dyan  Machan 


The  Disney  Institute,  near  Orlando,  Fla.,  opened  in  February 
If  you  want  to  hear  Carol  Lawrence  plug  her  cookbook. 


to  ask  forgiveness 
than  to  ask  permission,"  says  Wylie. 

Where  no  Americans  like  to  get 
scattered?  \  verywhere  from  Disney 
World  to  Pebble  Beach.  Jack  Springer 
of  the  Cremation  Association  of 
North  America  once  got  a  call  from  a 
woman  who  was  planning  to  have  her 
ashes  scattered  at  Disney  World, 
which  doesn't  allow  the  practice. 
"She  wanted  to  know  how  much 
remains  she'd  produce,  so  she  could 
do  a  dry  run  with  coffee  grinds,"  he 
recalls.  (Note:  the  average  yield  is 
about  8  pounds  of  ashes.) 

Pebble  Beach,  surprisingly,  is  more 
accommodating.  "We  do  honor  such 
requests,"  says  Neal  Hotelling,  de 
facto  historian  at  the  famed  golf 
course  near  Monterey,  Calif. 
"They've  mainly  come  from  people 
from  out  of  town,  who  love  the  game 
and  love  the  course."  The  caveat: 
Not  during  tee  times. 

New  York's  three  racetracks,  Bel- 
mont, Saratoga  and  Aqueduct,  are 
also  amenable  to  scattering.  Chica- 
go's Wrigley  Field,  on  the  other 
hand,  says  no.  Emphatically.  It  has 
gotten  a  flood  of  requests  since  a  Cub 
fan  dumped  his  father's  ashes  on  the 
track  during  a  game  against  the 
Astros  last  year.  The  fan  was  hustled 
out,  but  as  Jack  Springer  likes  to  say, 
"His  father  is  there  to  stay." 

Decided  that  you  want  to  be  cre- 
mated? Let  your  loved  ones  know 
about  it,  and  put  the  request  in  writ- 
ing You  may  even  want  to  make 
arrangements  now.  Most,  if  not  all, 
funeral  homes  and  cremation  soci- 
eties allow  you  to  prearrange  and 
prepay,  in  today's  dollars. 

The  trend  toward  cremation  is  sad, 
in  a  way.  Cemeteries  used  to  provide 
people  with  a  link  to  their  past — 
there's  great-grandma  and,  over 
there,  my  old  scoutmaster.  A 
reminder  of  our  mortality  and  our 
place  in  the  human  chain.  But  then 
many  Americans  don't  have  the  ties 
to  community  they  once  had. 

Anyhow,  you  can't  conveniently 
divide  a  corpse.  Anna  Nicole  Smith, 
the  ex-stripper  and  widow  of  Dallas 
multimillionaire  J.  Howard  Marshall 
II,  began  feuding  over  Marshall's 
estate  with  his  son  Pierce  as  soon  as 
the  old  man  died.  So  she  split  his 
ashes  with  Pierce,  and  they  held  sep- 
arate services.  ■■ 


Michael  Eisner,  chairman  of  Walt 
Disney  Co.,  once  visited  the  Chau- 
tauqua Institution,  that  venerable 
center  of  culture  and  learning  near 
Jamestown,  N.Y.  He  was  so 
impressed  that  he  decided  to  build 
his  own  Disney  version.  The  Disney 
Institute,  located  on  Disney  World 
property  near  Orlando,  opened  in 
February. 

Pioneer  that  I  am,  a  few  weeks  ago 
I  decided  to  check  out  Eisner's 
Chautauqua  imitation.  I  know  from 
Chautauqua.  Four  generations  of  my 


family  have  vacationed  at  Chau- 
tauqua's village-like  campus;  my 
grandmother  just  marked  her  fortieth 
year  visiting  there. 

Chautauqua  was  founded  in  1874 
by  a  Methodist  minister  from  Penn- 
sylvania and  still  carries  that  tone.  Its 
nine-week  summer  season  is  divided 
into  weekly  themes,  like  the  Legacy 
of  Ancient  Greece,  the  American 
Electorate  and  the  Middle  East.  Daily 
lectures  revolve  around  those  themes. 
Daily  services  are  given  for  those  who 
are  religiously  inclined. 
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\  MAN'S  GUIDE  to  buying  DIAMONDS 


Buy  the  wrong  STOCK,  you  lose  MONEY. 

Buy  the  wrong  DIAMOND,  you  SLEEP  on  the  couch. 

You  love  her  and  she  loves  you.  But  you  still 
want  to  impress  her.  With  your  gift,  your  good 
taste,  and  your  knowledge  of  diamonds.  But  don't 
forget  that  she  may  know  enough  about  diamonds 
to  recognize  a  great  one,  or  an  average  one,  when 
she  sees  it. 

To  know  diamonds  is  to  know  her.  Find  out  what 
she  has  her  heart  set  on.  Try  browsing  with  her, 
window  shopping,  watching  her  reactions  to  other 
women's  jewelry.  Go  by  body  language,  not  just 
by  what  she  says.  The  simplicity  of  a  diamond 
solitaire  is  irresistible  to  many  women.  This  can 
make  shopping  easier  for  you,  allowing  you  to  focus 
on  the  beauty  of  the  stone.  She  may  find  a  solitaire 
necklace  or  solitaire  ear  studs  beautifully  classic, 
yet  wearable  every  day.  On  the  other  hand,  if  it's 
an  anniversary  you're  celebrating,  there's  nothing 
quite  like  a  Diamond  Anniversary  Band  for  the 
10th  anniversary,  or  an  exceptional  25th 
Anniversary  Diamond. 

Like  people,  no  two  diamonds  arc  alike.  Formed 
in  the  earth  millions  of  years  ago,  diamonds  are 
found  in  the  most  remote  corners  of  the  world. 
De  Beers,  the  world's  largest  diamond  company, 
has  over  100  years'  experience  in  mining  and 
valuing.  They  sort  rough  diamonds  into  over  5,000  grades  before  they  go  on  to  be  cut  and  polished.  So  be  sure  you 
know  what  you're  buying.  Two  diamonds  of  the  same  size  may  vary  widely  in  quality.  And  if  a  price  looks  too  good 
to  be  true,  it  probably  is.  Maybe  a  jeweler  is  a  mans  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be 
attracted  to  a  jeweler  just  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends 
who've  gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently.  You 
want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4  C's.  They  are:  Cut, 
not  the  same  as  shape,  but  refers  to  the  way  the  facets,  or  flat  surfaces,  are  angled.  A  better  cut  offers  more  brilliance; 
Colo/;  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks,  or  "inclusions,"  the  better;  Carat  weight,  the 
larger  the  diamond,  usually  the  more  rare.  Remember,  the  more  you  know,  the  more  confident  you  can  be  in  buying 
a  diamond  you'll  always  be  proud  of.  Learn  more.  For  the  booklet  "How  to  buy  diamonds  you'll  be  proud  to  give, "  call 
1-800-FOREVER,  Dept.  23. 

Compromise  now?  \\ here s  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something  that  reflects 
how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to  mention  as  beautiful  as  that 
totally  perplexing  creature  who  will  wear  it. 

Sponsored  by  the  Diamond  Information  Center 

A  diamond  is  forever. 
De  Beers 

DeBeers  Consolidated  Mines,  Ltd.,  Est.  1KXH. 


AFFAIRS 

Every  evening  there  is  entertain- 
ment in  the  huge  open-air  auditori- 
um. Chautauqua  has  its  own  opera 
company,  orchestra,  theater  compa- 
ny, movie  house  and  ballet.  This  year 
The  Majic  Flute  by  Mozart  and  The 
Learned  Ladies  by  Moliere  were 
performed. 

For  those  who  wish  to  take  class- 
es— there  are  400  to  pick  from:  You 
can  sign  up  for  astronomy,  Judaism 
or  the  mountain  dulcimer. 

The  Disney  Institute  is  something 
else.  At  Chautauqua  I  listened  to 
Nobel  laureates  talk  about  the  future 
of  science;  at  Disney  I  heard  1950s 
star  Carol  Lawrence  talk  about  pasta 


and  plug  her  new  cookbook.  Disney 
offers  40  courses  on  topics  like  cook- 
ing romantic  dinners,  special  effects 
makeup,  animation  and  fashion. 
Chautauqua  Lite.  Make  that  Chau- 
tauqua Phony. 

As  a  designated  historic  landmark, 
Chautauqua  offers  600  original  Vic- 
torian houses  situated  around  a  real 
lake  where  you  can  catch  real  fish  and 
sail  real  boats.  Disney  has  carbon- 
copy brown  clapboard  bungalows  sit- 
uated around  an  artificially  green, 
Disney-made  lake. 

Trying  to  be  open-minded,  how- 
ever, I  signed  up  for  some  Disney 
courses.  The  first  was  "Disney  Archi- 
tecture," an  oxymoron  if  I  ever 
heard  one.  In  this  class  of  seven  our 


instructor  had  us  build  make-believe 
Disney  resorts  with  wooden  blocks 
so  that  we  could  be  properly  awed  by 
how  difficult  it  really  is.  Then  we 
went  on  a  bus  tour  of  the  Disney 
property,  which  included  a  stop  at 
the  Disney  World  employment  office. 
Disney  calls  it  the  Casting  Center. 
The  tour  ended  with  a  trip  to  several 
new  Disney  resorts — the  Swan,  the 
Dolphin  and  the  Wilderness  Lodge. 
Nothing  like  paying  $275  a  day  to  be 
force-fed  a  Disney  commercial. 

My  next  course  was  "Making 
Money  Work,"  in  which  a  local 
investment  adviser  lectured  on  the 
marvels  of  compound  interest,  dollar- 


cost  averaging  and  hiring  profession- 
al investment  advisers  (his  firm's 
name  and  number  were  prominently 
listed  on  a  class  handout).  My  next 
class,  the  following  day,  was  "cd-rom 
Magic,"  a  primer  on  using  Encarta. 
At  the  end  of  the  class  we  were 
allowed  45  minutes  to  sample  Disney 
CDs  including  Pocahontas  and  Toy 
Story,  both  conveniently  for  sale  in 
the  Institute  store.  It  worked  on  me; 
I  bought  Toy  Story  for  my  kids  for 
$35.99,  and  wondered  what 
Microsoft  paid  to  have  its  Encarta 
expertly  showcased. 

A  friend  of  mine  explained  the  dif- 
ference between  Disney  and  Chau- 
tauqua this  way:  He  drew  a  triangle. 
At  the  top  were  really  smart  people — 


there  aren't  that  many  of  them. 
Chautauqua  aims  for  that  audience 
and  a  little  below — the  scientists, 
clergy,  professors — a  pretty  narrow 
band  of  folks.  At  the  bottom  of  the 
triangle  were  really  stupid  people. 
Nobody  wants  those.  After  all,  they 
don't  have  any  money.  According  to 
my  friend,  Disney  is  aiming  at  the 
middle — moneyed,  but  not,  shall  we 
say,  intellectually  ambitious.  Build  it, 
and  they  will  come. 

Well,  they  didn't  when  I  was  there. 
Granted,  it  was  off-season,  but  at  the 
Carol  Lawrence  performance  25  seats 
of  the  225-seat  auditorium  were 
filled.  The  largest  crowd  I  saw  was  at 
lunch,  when  40  people  were  scat- 
tered around  a  restaurant  the  size  of 
two  high  school  gymnasiums. 

When  I  showed  up  for  an  aquatic 
exercise  class,  I  received  a  private 
lesson.  It  seems  that  the  great  middle 
Disney  is  aiming  for  isn't  big  on 
learning  vacations. 

Chautauqua  isn't  a  place  for  party- 
ing. Alcohol  is  verboten,  fashionable 
clothes  might  as  well  be,  and  noise  is 
highly  discouraged.  My  straight- 
backed,  churchgoing,  nondrinking 
family  was  once  expelled  from  the 
Episcopal  guest  house  for  talking 
after  10  p.m.  There  is  no  swimming 
pool,  and  inquiring  about  an  exercise 
class  will  bring  you  strange  looks. 

Chautauqua  is  also  cheap.  My 
tightwad  family  pays  $125  a  week  for 
a  musty  double  room  and  cooking 
privileges  in  a  basement  next  door. 
This  suits  my  family,  happy  on 
spaghetti  and  bologna  sandwiches 
every  night  of  the  week.  The  gate 
pass — which  includes  die  lectures  and 
most  evening  entertainment — is  $90 
for  three  days. 

Disney  is  expensive.  For  $576 
(double  occupancy),  you  get  a  bun- 
galow for  three  nights,  three  meals  a 
day,  a  free  pass  to  one  of  the  Disney 
World  theme  parks  and  all  the  classes 
you  wish  to  attend.  The  food  is 
good,  wine  is  available  and  there  is  a 
terrific  spa  and  six  pools. 

But  next  year,  it's  back  to  Chau- 
tauqua for  me.  If  I'm  going  to  spend 
time  and  money  on  education,  I'd 
really  like  to  learn  something.  Food 
and  wine  I  can  get  at  home,  and 
Disney  merchandise  I  don't  need. 
Chautauqua:  800-836-ARTS.  Disney 
Institute:  800-496-6337.  H 
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There's  Only  One  Place  On  This 
list  Where  We  Come  Up  Short. 

The  List  Price. 

1997  Lincoln  Continental  s37,950 

Lincoln  Continental      Cadillac  Seville  SLS 


Engine 

100,000-mile  Scheduled  Tune-up  Interval' 
Anti-lock  Brakes  (ABS) 
All-Speed  Traction  Control 
Auto  Load-leveling  Suspension 
Power  Driver/Front  Passenger  Seats 
Remote  Keyless  Entry  System 
Solar  Tint  Glass 
Automatic  On/Off  Headlamps 
Dual  Power  Heated  Outside  Mirrors 
Dual  Power  Front  Seat  Recliners 
Auto-dimming  Inside  Mirror 
Dual  Illuminated  Visor  Mirrors 
Automatic  Parking  Brake  Release 
Computer-managed  Suspension 
Leather  Seating  Surfaces 
5-passenger  Seating  with  Center  Console 
Anti-theft  Alarm  System 
Driver/Passenger  Power  Lumbar 
Virtual  Image  Instrument  Cluster 
Particulate  Air  Filtration  System 
12-function  Memory  Profile  System 
Memory  Driver  Seat 
Memory  Mirrors 
Easy  Entry/Exit  Driver  Seat 
Driver  Selectable  Steering  Effort 
Driver  Selectable  Suspension 
Reverse  Tilt-down  Outside  Mirrors 
Rear  Seat  Center  Shoulder  Safety  Belt 
Concealed  Radio  Antenna 
Electronic  Compass 


4.6L  DOHC  InTech  V-l 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 


4.6L  DOHC  Northstar  V-8 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 


Manufacturer's  Suggested  Retail  Price 

$37,950 

$40,660 

Equipment  Standard  on  Lincoln  Continental  at 
Optional  on  Cadillac  Seville  SLS 

Options  Price 

id 

Leather  Scaling  Surfaces 
Driver/Passenger  Power  Lumbar 
Sport  Interior  with  Console 
$1,223 

Manufacturer's  Suggested  Retail  Price, 
Comparably  Equipped 

$37,950 

$41,883 

Buy  a  Lincoln  Continental  and  Save 

$3,933 

'Under  normal  driving  conditions  with  routine  fluid/filter  changes 
Based  on  MSRP  companion  of  comparably  equipped  vehicles 
Competitive  data  based  on  national  information,  m 

LINCOLN 

What  A 

Luxury    Car  Shou 

Id  Be 

To  receive 

a  free  brochure  call  1  800  446-8 

888. 

FAIRS 


mu 


the  hook 


)nginal  Matisse  prints  for  $1,500?  Sure,  but  Joyce's 
Ulysses  comes  with  the  deal.  That's  why  it's  so  cheap. 


By  Doris  Athineos 


Prints  by  Henri  Matisse  grace  the  pages  of  the  1935 
How  to  acquire  26  Matisse  prints  for  $1,500. 


mited  edition  of  Joyce's  Ulysses 


Book  lovers  pay  dearly  for  the 
purity  of  the  printed  text.  A  first  edi- 
tion of  James  Joyce's  Ulysses  signed 
by  the  author  goes  for  about 
$15,000. 

Print  collectors  adore  Henri 
Matisse;  his  jazzy  prints  sell  for  tens 
of  thousands  each.  But  sandwich 
Matisse  and  Joyce  together  between 
covers  and  a  funny  thing  happens:  a 
collapse  in  value. 

Take  the  1935  limited  edition  of 
Ulysses  that  contains  26  original  etch- 
ings signed  by  Matisse.  The  killer 
combo  goes  for  a  mere  $1,500. 

Why?  In  a  word,  snobbery.  The 
book  people  think  illustrations  are 
childish  and  mar  the  text.  The  print 
folk  want  to  nail  their  art  to  the  wall, 
not  bury  it  on  a  bookshelf. 

The  result  is  a  bonanza  for  lovers 
of  illustrated  texts.  For  under  $3,500 
you  can  get  original  prints,  often 
signed  by  the  artist  on  the  colophon 
at  the  back  of  the  book.  You're  get- 
ting literature  filtered  through  an 
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artist's  eye:  Dali's  take  on  Alice's 
Adventures  in  Wonderland,  Chagall 
on  the  Bible,  Picasso  on  Lysistrata 
(Aristophanes),  Alexander  Calder  on 
Santa  Claus  (e.e.  cummings),  Fer- 


nand  Leger  on  The  End  of  the  World 
(Blaise  Cendrars). 

These  so-called  artists'  books  are 
handmade  limited  editions  (usually 
under  400  but  up  to  1,500  copies) 
and  contain  original  prints  inspired  by 
the  text.  The  idea  for  them  has  been 
around  for  roughly  100  years.  Of 
course,  illustrated  texts  existed 
before,  but  then  artists  were  mostly 
hired  hands  following  a  publisher's 
instructions  to  produce  pretty  sketch- 
es to  help  sell  a  book. 

It  was  a  French  art  dealer  named 
Ambroise  Vollard  who  came  up  with 
the  notion  of  producing  artists' 
books  to  showcase  the  artist  more 
than  the  writer.  He  persuaded  Picas- 
so, Bonnard,  Chagall  and  others  to 
illustrate  poems  and  classical  works. 
Cheaper  than  oil  paintings  and  more 
fun  than  plain  prints,  the  books  were 
supposed  to  "expand  an  artist's  audi- 
ence," says  Riva  Casdeman,  author  of 
A  Century  of  Artists  Books  and  former 
prints  curator  at  the  Museum  of 
Modern  Art. 

But  the  audience  never  showed 
up.  Vollard  lost  money  publishing 
livres  d'artiste  in  the  early  1900s. 
French  bibliophiles  weren't  turned 
on  by  the  pink,  fleshy  women  Pierre 
Bonnard  scribbled  in  the  margins  of 
Parallelement  by  Paul  Verlaine.  "Bib- 
liophiles wanted  fine  engravings," 
says  Castleman,  "not  Bonnard's 
crayon  sketches." 

Vollard's  books  were  produced  in 
small  numbers,  and  eventually  some 
did  find  an  audience.  Today  Paral- 


Matisse  wrote  and  illustrated  his  own  book,  Jazz,  now  worth  about  $100,000 
Rip  the  prints  out  of  the  book  and  they're  worth  four  times  as  much. 
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Velement  fetches  $60,000.  Similar 
small-edition  books  illustrated  by 
Picasso,  Chagall,  Matisse  and  Kandin- 
sky  can  pull  in  as  much  as  $100,000. 
"The  price  changes  dramatically 
when  you  hit  200  copies  or  less," 
notes  dealer  Elizabeth  Phillips. 

But  they  are  still  relative  bargains. 
Last  May  a  suite  of  20  Matisse  "Jazz" 
prints  went  for  $465,000  at  Sothe- 
by's in  New  York.  But  when  the 
same,  collage-like  prints  come  with 
Matisse  prose  (on  art)  and  are  bound 
in  a  book,  they  are  worth  a  quarter  of 
the  price. 

The  result  is  predictable:  A  lot  of 
books  get  torn  apart,  and 
collectors  frame  the  prints. 
"People  will  always  spend 
more  for  something  they 
can  stick  on  the  wall,"  sighs 
Phillips,  a  member  of  the 
Grolier  Club  in  Manhattan, 
where  she  co-curated  "The 
American  Livre  de  Peintre" 
in  1993. 

Not  only  is  this  a  crimi- 
nal thing  to  do  to  a  livre 
d'artiste,  it's  also  not  very 
smart.  For  as  more  collec- 
tors and  dealers  rip  books 
apart  to  get  to  the  prints, 
they  eventually  send  prices 
spiraling  up  for  the  books 
that  remain  intact. 

Jonathan  Bean  is  a 
young  investment  banker 
in  New  York  whose  budget 
won't  allow  for  $100,000, 
century-old  books.  So  he 
collects  books  illustrated  by  HHi 
modern  artists.  For  the  tra- 
dition of  the  livre  d'artiste  continues 
with  the  same  disappointing  results  as 
Vollard  experienced — the  books  are 
shunned. 

Bean  and  his  wife,  Beth,  line  the 
shelves  of  their  Manhattan  apartment 
with  35  livres  d'artiste,  most  by  living 
artists  paired  with  dead  authors.  Most 
of  the  books  cost  less  than  $700. 

They  include  a  book  of  W.B.  Yeats' 
poetry  illustrated  with  etchings  of  a 
coat  on  a  hanger  by  abstract  painter 
Richard  Diebenkorn,  which  cost 
$1,500.  There's  a  book  on  which  the 
cover  is  the  art — The  Great  Gatsby, 
covered  with  a  clay  relief  site  plan  of 
Gatsby's  West  Egg  estate,  designed 
by  postmodern  architect  Michael 
Graves.  Cost:  $1,500.  "If  Jay  Gatsby 


were  alive  today,  he  would  own  this 
book,"  laughs  Beth. 

There  is  no  shortage  of  books  out 
there  for  Bean  or  anyone  else  to  buy 
at  relatively  cheap  prices.  Just  don't 
expect  rapid  appreciation.  "It's  the 
exception  that  a  book  escalates  dra- 
matically in  value,"  cautions  Andrew 
Hoyem,  founder  of  Arion  Press. 
"There's  not  a  ready  marketplace 
where  you  can  realize  profits." 

One  way  to  buy  easily,  however,  is 
through  Hoyem's  Arion  Press  in  San 
Francisco.  Hoyem  charges  his  150 
subscribers  about  $1,000  each  year. 
They  get  from  one  to  four  books, 


Jonathan 
Most  of 


and  Beth  Bean  collect  classics  illustrated  by  living  artists 
the  35  books  in  the  collection  cost  less  than  $700 


plus  a  discount  on  any  other  books 
they  buy.  The  books  are  commis- 
sioned by  Hoyem  himself. 

In  New  York,  publisher  Sidney 
Shiff  does  the  same.  This  year  his 
Limited  Editions  Club  plans  to  offer 
subscribers  books  illustrated  by 
French  painter  Balthus  and  photog- 
rapher Henri  Cartier-Bresson.  "It 
takes  eight  weeks  just  to  make  the 
paper,  weeks  to  custom-set  the  type 
and  hours  to  hand-sew  the  binding," 
says  Shiff,  who  also  pals  around  with 
artists.  The  stiff  $5,000  subscription 
fee  allows  Shiff  to  keep  the  print  run 
to  300.  "It's  only  worth  doing  for 
the  very  best  living  artists  and  good, 
solid  literature,"  says  the  former  Wall 
Streeter.  His  efforts  have  paid  off. 


The  Museum  of  Modern  Art  collects 
Limited  Editions. 

If  you  don't  want  to  spend  that 
kind  of  money,  there  are  many  books 
that  are  self-published  by  struggling 
unknowns.  Printed  Matter,  an  artists' 
bookstore  in  New  York's  SoHo, 
brings  artists  directly  to  the  public. 
"We  see  about  20  homemade  artists' 
books  a  week,"  says  David  Dean  of 
Printed  Matter,  "and  end  up  taking 
on  about  18."  He  stocks  over  6,000 
books.  Current  bestseller?  Covered  in 
thin  plastic,  a  photocopied  "Dogs  of 
SoHo"  goes  for  $20. 

You'll  note  that  it  is  the  artist,  not 
the  writer,  who  commands 
collectors'  respect.  Matisse 
didn't  even  bother  reading 
Ulysses  when  he  illustrated 
Joyce's  classic.  Instead,  for 
inspiration  Matisse  deferred 
to  Homer's  Odyssey. 
Incensed,  Joyce  demanded 
$1  for  each  copy  of  the 
livre  d'artiste  he  signed  and 
quit  at  250.  Matisse  happi- 
ly signed  all  1,500.  Find  a 
copy  with  both  signatures 
and  it's  worth  $7,000— 
Matisse's  alone,  just 
$1,500. 

If  you  want  to  browse 
through  some  of  these 
books,  visit  the  Museum  of 
Modern  Art  and  the  New 
York  Public  Library  in  New 
York,  the  Toledo  Museum 
of  Art  in  Ohio  and  the 
Harry  Ransom  center  at 
the  University  of  Texas  in 
Austin.  The  Whitney  Mu- 
seum of  American  Art  (212-570- 
3682)  sends  its  subscribers  up  to  four 
edgy  artists'  books  a  year  for  $1,250. 
In  1988  it  published  My  Pretty  Pony 
by  novelist  Stephen  King,  teamed 
with  artist  Barbara  Kruger.  Today  it 
goes  for  $2,200. 

Limited  Editions  Club  wants  50 
new  member/subscribers  (212-737- 
7600)  for  $5,000  a  year.  You  can 
also  find  artists'  books  at  Christie's, 
Sotheby's  and  Swann's  seasonal  print 
auctions.  Or  try  by-appointment 
dealer  Elizabeth  Phillips  in  Manhat- 
tan or  Galerie  Maeght  in  Paris. 
Arion  Press  will  also  display  artists' 
books  at  the  Print  Fair  Nov.  8-10  at 
the  Park  Avenue  Armory  in  Man- 
hattan (212-777-5218).  ■ 
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Receive  Value  Line  x 
for  only  $^§:$55 

Aii  Introductory  subscription  to  The  Value  Une  Investment  Surrey 

bungs  you  the  2000-page  Investors  Reference  Library— Value  Line's  most  recent 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  in 
Common  Slocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for  *Mt$58.  Available  only  once  every  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95)  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals— plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)Your  subscription  to  Value  Line 
{  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 

k  order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 


Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Depl.  916F21  American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
|L  a  week.  II  you  are  noi  completely  satisfied  return  all  materials  in  good  condition  within  30  Jm 
N.  rjays  Irom  the  start  ol  your  subscnption  lor  a  full  refund  of  your  fee.  Allow  4  weeks  for 
\,      delivery  NY  residents  add  sales  lax.  Foreign  rales  upon  request  / 

\The  Value  Line  Investment  Suiroy*^g^ 

PO  Box  3988  New  York. 
NY  10008-3988. 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


Seeking  Manufacturer  to  market 

and  build  under  license.  'Kar-Kool'.  Keep 
vehicle  cool  while  parked  and 
in  transit  without  using  gasoline  or 
Freon.  Ideal  for  hot.  arid  climate. 
Licenses  available. 

US  $10,000:  non-exclusive. 
US  $100,000:  exclusive. 
602-234-7924  (fax) 


mmm\. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  In  Delaware  Corporations  &  LLC's. 


*25 


plus 

state  fees 


i  800-318-7407 

FMS02-652-S7C0 

imn://www.corpco.com 


BUSINESS  MEDIATION  is 

the  profession  of  the  future  &  can 
provide  personal  satisfaction  and 
the  potential  for  a  realistic  six 
figure  income.  We  are  now  seeking 
affiliates  who  will  receive  excep- 
tional training  &  support  of  real 
value  provided  from  our  40  years  of 
experience.  Required  investment 
of  $12,000.  Free  colored  brochure 
&  video.  Valcor  Arbitnition  Services 
1-800-998-9843 


EXECUTIVE 
CONSULTING 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
year-old  CPA  firm  providing 
two  unique,  "bottom-line"  con- 
sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 

Mon-Fri,  9am-5:30pm,CDT 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
VniawiirY  Call/Write  for  FREE  KIT: 
MftyKfrv      p0-  Box  484-FB 
mTKf   y'  Wilmington,  DE 19899 
m  L>til  800-321-CORP-  302-652-6532 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  MMifactirini  to  Small  Ratal!  Shop* 

^_j_Lw^.  No  Brokerage  Fees 
'■MBBr I     To  Buy  or  Sell 

^2^7    1  -800-999- SALE 
8REAT  WESTERN  business  services,  inc. 


NATIONWIDE 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVI,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Service 

(800)551-9105  t^ersaig 

http://www.ifu.net/ucs 


1  Classified 


CAPITAL  WANTED 


INVESTOR-PARTNER 

A  $30  mil.  Russian  consumer  electronics 
retailer  seeks  a  US  partner  to  expand  its 

computer  hardware  business. 
Fax  (41 5)  772-9061 

e-mail:  PetrosibUSA@msn.com 


BUSINESS  OPPORTUNITIES 


Build  a  successful  business 
using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
S7k  investment;  800-605-3744 


Confidential  Banking 


We  Provide: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduction  or  Elimination  of  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


BRAZIL — An  excellent  inveslment 
opportunity  to  build  a  very  exclusive  spa  in 
the  mountains  in  a  tropical  forest.  Area  of  25 
hectare  with  creeks  and  splendid  waterfalls, 
located  midway  between  Rio  and  San  Paulo 
(airport  20  min.  awayl.  Owner  seeks  busi- 
ness associate  to  build  a  comfortable  and 
tranquil  spa  for  selected  guests  looking  for  a 
new  way  of  relaxation  by  being  in  direct 
contact  with  nature.  For  further  information, 
please  fax  (610)  525-4824. 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Specialists  in  Franchise  Development  FB 
New  votk  ■  Che ago  ■  Los  Angeles*  Naptts  f  L  •  Meico  City  •  Buenos  Aires 


Franchising. 


i 


■  Franchise  your  business  for  growth  ■ 
I  and  success.  Call  Franchise 
|  Developments.  Inc..  the  nation's  most  | 
•  experienced  franchise  consulting  firm  ( 
J^412)  687-8484  or  800-576-5115 


CAPITAL  AVAILABLE 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  10,000  active  lenders 
willing  to  take  risks  your  bank  won't. 
75  financing  types  give  you  countless 
options  for  every  deal. 

FREE  INFO  800-580-1188 


EDUCATIONAL  SERVICES 


I  BACHELOR  .  MASTER  .  DOCTORATE 


■  •  Management  •Education 

I  •Encjuwenng  •Computer  Satiic*  •Holistic  Ca 
H  •Theology       •ChemiiaJ  L"Vp#ndt>ncy  •  PaiaUnjal 


•  Mr-dw 


La  Salle 


(800)955-8879^ 


UniversityMan[Jeviiie  la  704704000 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin.  Public  Admin 

Health  Care  Admin.  Human  Resources. 
Finance.  International  Business.  Tech  Mgmt. 
Law,  Paralegal.  Psychology  Call  for  brochure 
(800)  477-2254  (24  firs) 
Southern  California  University 
for  Professional  Studies 
1840  E  1 7  St  -  F,  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  otters 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


ep< 


Three  weeks  from  now  you 
an  begin  work  in  a  pre«i- 
;ious  and  rigorom  MBA 
program,  which  The  Economist 
Intelligence  ( 'nit  has  included  in 
Winch  MBA?  A  Critical  Guide 


to  the  WoAi's  Best  Progn 


Heriot-Watt  University 

North  American  Distributor 
6921  Stockton  Ave.  Suite  5 
El  Cernto.CA  "4530  •  Fax  (5111)  52K-3555 
Toll-free  (800)  THE  WATT  ext.  5 


FDI 


For  details  on 
FORBES  MARKET  CLASSIFIED 
CALL  OR  FAX  LINDA  LOREN 

(212)260-0620  or 
FAX  (212)  260-8183, 
e-mail:  lloren@forbes.coin 


FINE  ART 


Tax  Free 
Permanent 
Residency 


he  lax  free  Turks  and  Caicos  Islands,  the  British 
ependency  only  575  miles  /  90  minutes  flying 
om  Miami,  now  offer  permanent  residency  for  an 
ldividual  or  family  for  a  commitment  of  as  littie  as 
ISJ  40,000  plus  fees. 

1any  high  net  worth  individuals  and  business 
eople  have  already  expatriated  to  these  idyllic 
stands;  they  have  an  excellent  climate  and  are  free 
>f  income  corporation  and  capital  taxes  such  as 
ieath  duties. 

I  your  strategy  requires  adoption  of  alternative 
itizenship  and  passport  as  such  we  can  arrange 
his  in  a  suitable  low  cost  jurisdiction. 

For  information  please  contact: 
Paul  Winder,  Director, 
INTERNATIONAL  COMPANY 
SERVICES  (TCI)  LIMITED 
PO  Box  107,  Oceanic  House, 
Duke  Street,  Grand  Turk, 
Turks  &  Caicos  Islands, 
British  West  Indies. 
Tel:  809  94  62828 
Fax:  809  94  62825 
E-Mail:  tcires(tf  icsl.com 


http :  / /www.icsl.com 


EXECUTIVE  GIFTS 


16"  to  22  model*  ore  hand 
crofted  trori  solid  moKogony  with 
hondpaiited  mart  nigs  ond  deloni 
O-er  160  models  w  slock 
Priced  from  X99  SO 
Satijfoclion  guoronteed 

Call  1-800  950  9944 


II  VI  III  III 


WOOD'S  HADING  MAJdU 
Of  RN[ 
MtOXUlfTUlU 

U?JS  Nor*  Nik  W' 
Sionwtal*  Alport  ki  85?tfl 
i(07i«l!ft4'  - — 


COLLECTIBLES 


RELIVE  A  MEMORY 

'omic  books,  pulps,  paper- 
!acks.  tv  collectibles,  big 
Little  books,  Charlie's 
vngels,  james  bond.  batman, 
itarsky  and  hutch,  bionic 
wan  and  woman,  combat, 
p.n.c.l.e.,  magazines,  photos, 
\dult  magazines  teen  maga- 
zines, madonna,  mel  gibson, 
iorro,  gum  cards,  partridge 
•amily.  brady  bunch,  monkees, 
)avy  crockett,  etc.  1930  thru 
976,  catalog  $4.00,  tv  guides 
:atalog  $3.00.  rogofsky  box 
07-fm,  glen  oaks,  ny  1 1004 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!- 

HOUSE  OF  ONYX 

Main  St.,  Greenville,  KY  42345 
1-800-844-3100  or  FAX  502-338-9605 


Aircraft  Charter 
Aircraft  Management 
Aircraft  Sales 


FLIGHT  SERVICES  GROUP,  INC. 

Stratford,  Connecticut  06497 
800.380.4009  •  203380.4009 

Teterboro,  New  jersey  07608 
800.468.U10  •  201288.2882 


MEMmm 


7  DAY  MONTHLY  CULTURAL  ADVENTURE 
7  DAY  CIGAR  SMOKING  ADVENTURE 
4  DAY  JEWISH  CULTURAL  ADVENTURE 
CUSTOM  MADE  ITINERARY  FOR  INDIVIDUAL 
FULLY  LEGAL  AND  ESCORTED  BY  WINGS 


WINGS  OF  THE  WORLD  1-800-465-8687 

CALL  US  TODAY!        OPEN  SUNDAY  8-6  EST 


Real  Wood. 

Furniture  For  Computers 


J 


1 .800.688.2446 

CIGiO  DESIGNS'" 


Making  life  Easier 


An  "Elevette"  residence  elevator  adds 
convenience  to  your  home  and  is  the  solution 
for  a  person  who  requires  a  wheelchair  or 
should  not  climb  stairs.  Or,  you  can  ride  up 
and  down  stairs  quickly  and  easily  with 
SlairLIFT'  Model  SC.  Both  are  tax-deductible 
when  doctor-recommended. 

For  tree  literature,  contact 

INCLINATOR 


COMPANY  Of 

Dept.  7.  PO  Box  1557 
Harrisburg.  PA  17105-1557 
Phone  717-234-8065 


AMERICA 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inclusive  fractional  ownership  of 
Learjet"  and  Challenger'  aircraft 
with  costs  tailored  to 
your  exact  requirement';. 
Call:  1-800-590-JETS 


1 


BUSINESS 

JetSolntkms 

The  Executive  Aviation  AfftUATS  OF 

AmericanAirlines 


Charter  Fleet  International 
Call  for  Quick  Quotes! 


1-800-355-JETS  (5387) 


SALVADOR  DALI 


"Cosmic  Rays" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SILVERSTATE  FINE  ART 

FREE  CATALOG 

800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


HOME  FITNESS 


It  stinks  being 
out  of  shape." 


CX  Concept  II 


Indoor  Rower 

'pteteexenlee 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-769-5346 


Factory  Direct 
From  Vermont 


JF  ©1995  Concept  It.  Inc.  ^0 

Concept  It,  RR1  Box  1100-F80, 
Morrisville,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


wmm 


Richard  Petty 
Driving  Experience 

Vou  can  drive  a  Winston  Cup  stock  car! 
Available  yeai  round  at  Atlanta,  Charlotte,  and 
Las  Vegas  Motor  Speedways.  5  Courses  to  choose 
from  with  prices  starting  at  £329.99. 
Call  1-800-BE-PcTTY  for  details! 


The 


returns  are  in. 


1996  Business  in  the  Arts  Awards 

presented  by 

Business  Committee  for  the  Arts,  Inc.  and  FORBES  Magazine 


Commitment  award 
Advertiser  Company 
Cartier,  Inc. 
Eli  Lilly  and  Company 

Innovation  Award 
Circle  Centre  Development  Company 
Monsanto 

NEW  INITIATIVE  AWARD 
The  Herald-Sun 

FOUNDERS  AWARD 
1996 

Metropolitan  Life  Insurance  Company 
Metropolitan  Life  Foundation 

1992-95 

American  Express  Company 
AT&T 

The  Chase  Manhattan  Bank 
Corning  Incorporated 
Dayton  Hudson  Corporation 
Hallmark  Cards,  Inc. 
Mobil  Corporation 
Philip  Morris  Companies  Inc. 
Sara  Lee  Corporation 
Texaco  Inc. 


By  investing  in  the  arts  these 
companies  realized  substantial  returns. 
They  enhanced  their  bottom  lines, 
increased  audiences  for  the  arts  and 
brought  diverse  elements  of  the 
community  together  And,  they  won 
a  national  award  for  doing  it.  All 
were  selected  by  distinguished 
business  and  arts  leaders  to  receive 
1 996  Business  in  the  Arts  Awards. 

If  your  company  would  like  informa- 
tion about  these  awards,  or  would 
like  to  invest  in  the  arts  and  realize 
substantial  returns,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway,  Suite  510 

New  York,  New  York  10019-1942 

212  664-0600  •  Fax  212  956-5980 

This  advertisement  prepared  as  a  public  service  by  AD  LUBOW,  Inc. 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change . . . " 


70  years  ago  in  Forbes 

(From  the  issue  of  Oct.  15,  1926) 


In  days  past,  generating  manufactured 
gas  from  coke  was  a  very  dirty  job. 


"A  coal  miner  in  West  Virginia,  Paul 
Dobele,  has  been  awarded  a  gold 
medal  by  the  Bethlehem  Steel 
Corporation  for  having  won  the  title 
of  champion  coal  shoveler  in  his  mine. 
Dobele  loaded,  with  a  hand  shovel, 
538  tons  of  coal  in  12  working  days — 
a  prodigious  record,  experts  declare." 

"The    League    of   Nations  has 

adjourned  with  inspired  words  of 
international  goodwill  that  recall  the 
handshaking  at  Locarno  and  again  at 
Geneva  last  month,  but  which  grate 
harshly  on  a  world  that  is  currently 
disappointed  in  the  renewed  argu- 
ments between  the  childlike  diplo- 
mats of  Germany  and  France." 

60  years  ago 

(From  the  issue  of  Oct.  15, 1936) 
"When  men  reach  conspicuous  emi- 
nence they  often  are  the  victims  of 
too  much  yes-ing.  This  writer  often 
gets  insight  regarding  presidential 
conferences;  and  the  impression  gath- 
ered is  that  rarely  are  those  sum- 
moned courageous  enough  to  voice 
their  true  sentiments." 

"The  New  York  Auto  Show  opens 
on  Nov.  11  the  most  concentrated 
auto  show  season  in  history.  Between 
Nov.  11  and  Dec.  9,  the  1937  mod- 
els will  be  displayed  at  local  shows  in 
more  than  50  cities  throughout  the 
country,  and  an  estimated  2  million 
people  will  see  the  new  cars." 


50  years  ago 

(From  the  issue  of  Oct.  15,  1946) 

'"I  don't  know  why  it  is,  but  a 
good  many  people  just  don't  seem  to 
be  too  much  interested  in  work.' 
That  comes  from  Charles  E.  Wilson, 
president  of  General  Motors.  This 
writer's  long-deliberated  judgment  is 
that  the  most  serious  deterrent  to 
return  of  real  prosperity  is  the  slump 
in  the  industriousness,  the  effort,  the 
output  of  workers." 

"Here's  the  latest  in  check  cashing 
services — the  Paymobile.  Equipped 
with  the  newest  type  of  bandit- 
resisting  devices,  the  truck  keeps 
four  cashiers  busy.  Schedules  are 


planned  so  that  stops  can  be  made  at 
plants  on  paydays,  checks  cashed  on 
the  spot." 

25  years  ago 

(From  the  issue  of  Oct.  15, 1971) 
"The  wig  industry  may  soon  top  off 
at  $1  billion,  according  to  a  recent 
Arthur  D.  Little  study.  Sales  have 
increased  850%  over  the  past  five 
years,  but  that  rate  is  expected  to 
slow  considerably  because  of  over- 
production of  inexpensive  mod- 
acrylic  wigs." 

"Chicago-based  Square  D  (1970 
sales:  $260  million)  makes  a  rather 
mundane  line  of  switches,  circuit 
breakers,  motor  controls  and  like 
devices.  A  small  fish  in  a  big  pond,  it 
has  never  been  a  superglamour  com- 
pany. Its  stock  usually  sells  at  a  nice 
20  to  22  times  earnings — nothing 
wild,  mind  you,  which  suits  President 
Mitchell  P.  Kartalia  just  fine:  'We  just 
sort  of  like  to  play  in  our  own  back- 
yard.' Ah,  but  what  a  backyard!  In 
recent  years  Square  D  has  squeezed 
more  profit  out  of  a  dollar  of  invested 
capital  than  98%  of  the  country's  640 
largest  corporations." 


"London's  much-praised  subway 
system  got  even  better  with  the  open- 
ing of  the  new  and  almost  complete- 
ly automated  Victoria  Line  extension. 
A  train  on  the  new  line  is  operated  by 
only  one  man,  who  simply  starts  it  up 
after  it  stops  at  each  station. 
Electrically  coded  track  impulses  do 
everything  else  automatically." 

10  years  ago 

(From  the  issue  of  Oct.  20,  1986) 
"Businessmen  may  spend  $85  billion 
on  travel  and  entertainment  this  year, 
up  from  $70  billion  in  1982,  one- 
third  more  than  they  will  pay  in  taxes, 
according  to  a  new  study  by  American 
Express.  The  t&e  tab  could  reach 
over  $100  billion  by  1990." 

"Charles  Brewer  Jr.  spends  eight 
days  a  month  scrubbing,  varnishing 
and  repairing  a  1983,  43-foot 
Spindrift  sailboat  he  doesn't  want.  He 
has  been  trying  to  sell  it  through  a 
broker  for  $138,000,  about  what  he 
paid  three  years  ago,  including 
$20,000  in  equipment,  and  almost  as 
much  as  a  similar  boat  would  cost 
new.  But  so  far  his  best  offer  has  been 
$100,000  cash.  'Only  three  people 
have  looked  at  my  boat  in  one  year,' 
laments  Brewer."  BH 


Nifty  sailboat  for  sale:  Who's  buying? 
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To  be  thoroughly  successful 
an  executive  must  be 
popular.  That  wasn't  always 
so.  When  enterprises  were 
smaller,  when  competition 
was  less  keen,  it  was  not 
so  essential  as  it  is  today 
to  stand  high  with 
one's  own  workers  and 
with  the  public.  Slave- 
driving  then  often  was 
feasible  and  profitable. 
The  modern  enterprise  of 
large  magnitude  cannot 
afford  to  have  at  its  head 
a  man  disliked  by  the 
employees  and  disliked  by 
the  public  and  investors. 
Five  years  from  now  and 
ten  years  from  now  a 
higher  value  will  be  set 
than  is  set  today  upon  the 
amount  of  goodwill  enjoyed 
by  a  high-up  executive. 

-B.C.  Forbes 


A  Text  .  .  . 

I  will  praise  thee; 
for  I  am  fearfully  and 
wonderfully  made: 
marvellous  are  thy 
words;  and  that 
my  soul  knoweth 
right  well. 
-Psalms  139:14 


Sent  in  by  Joseph  Bacskay, 

Phoenix,  Ariz. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


The  people  sat  down  to  eat  and 
drink,  and  rose  up  to  play. 
-Exodus  32:6 

To  condemn  spontaneous  and 
delightful  occupations 
because  they  are  useless  for 
self-preservation  shows  an 
uncritical  prizing  of  life 
regardless  of  its  contents. 
-George  Santayana 

In  our  play  we  reveal  what 
kind  of  people  we  are. 
-Ovid 

Life  isn't  all  beer 
and  skittles,  but  beer  and 
skittles,  or  something  better 
of  the  same  sort,  must  form 
a  good  part  of  every 
Englishman's  education. 
-Thomas  Hughes 

Play  so  you  may  be  serious. 
—Anarch  is 


The  true  object  of  all 
human  life  is  play.  Earth 
is  a  task  garden;  heaven 
is  a  playground. 
-G.K.  Chesterton 

It  is  a  happy  talent  to 
know  how  to  play. 
-Ralph  Waldo  Emerson 

Our  minds  need  relaxation, 

and  give  way, 
Unless  we  mix  with  work 

a  little  play. 

— MOLIERE 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37j  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


If  there  is  a  species  which 
is  more  maltreated  than 
children,  then  it  must  be  their 
toys,  which  they  handle  in  an 
incredibly  off-hand  manner. 
Toys  are  thus  the  end  point 
in  that  long  chain  in  which 
all  the  conditions  of  despotic 
high-handedness  are  in 
play  which  enchain  beings 
one  to  another. 
-Iean  Baudrillard 

Play:  One  of  the  main  bases 
of  civilization. 

-fOHAN  HUIZINGA 

It  is  the  child  in  the  man 
that  is  the  source  of  his 
uniqueness  and  creativeness, 
and  the  playground  is  the 
optimal  milieu  for  the 
unfolding  of  his  capacities 
and  talents. 
-Eric  Hoffer 

No  human  being  is  innocent, 
but  there  is  a  class  of 
innocent  human  actions 
called  games. 
-W.H.  Auden 

Game,  noun:  Any  unserious 
occupation  designed  for  the 
relaxation  of  busy  people 
and  the  distraction  of  idle 
ones.  It's  used  to  take 
people  to  whom  we  have 
nothing  to  say  off  our  hands, 
and  sometimes  even  ourselves. 
-Etienne  Bonnot 

There  are  toys  for  all  ages. 
-English  proverb 

A  stereotyped  but  unconscious 

despair-is  concealed 

even  under  what  are  called 

the  games  and  amusements 

of  mankind. 

-Henry  David  Thoreau 

Play  is  the  exultation 
of  the  possible. 
-Martin  Buber 
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^=   „„„  cmiches  OF  WATERMAN  WRITING  INSTRUMENTS  TO  CHOOSE  FRCM, 


AVAILABLE  AT  COLORADO  PEN  1-SOO-766-PENS. 
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MHUr  if  If  If  lUtluutHU 
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IT  DOESN'T 

MATTER  HOW  GOOD 

AN  IDEA  IS 
IF  YOU  HAVE  TO 

SQUINT  TO  SEE  IT. 


Ill  II II I 
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